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' Helping evergone
eat better



John James and Mary Ann Sainsbury
set up Sainsbury’s in 1869 with a desire
to bring good food at affordable prices
to everyone, and this is as important
today as it was all those years ago.

So driven by our passion for food,

we will serve and help every customer,
giving them delicious, great quality
food at great prices all year round.

Our focus on great value food and convenient shopping,
whether in-store or online is supported by our brands —
Argos, Habitat, Tu, Nectar and Sainsbury’s Bank.
Sainsbury’s has around 600 supermarkets and over 800
convenience stores. Argos is a leading digital retailer

and last year was the third most visited retail website in
the UK, with over 70 per cent of its sales starting online.
Argos products are conveniently available for customers
to collect from hundreds of Sainsbury’s stores. Our digital
and technology capabilities enable us to adapt as customers
shop differently and our profitable, fast-growing online
channels offer quick and convenient delivery and collection.

Our colleagues are at the heart of serving and helping our
customers every day and are vital to our success, now and
in the future.
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Chair Martin Scicluna reviews the business activity in the year.

A year of progress

Two years into our plan to put food back at the heart of
Sainsbury’s, I remain hugely impressed by the passion of
our colleagues and the quality of our team under Simon’s
leadership as we deliver on our priorities and make bold
decisions to develop and grow the business.

Just as we began to experience a more normal operating environment |,

in the aftermath of COVID 19, we encountered the most challenging
economic conditions seen for a very long time. The ongoing war in
Ukraine is disrupting global supply thains and impacting the prices
of essential commodities such as food and fuel, leading to rapid
inflation. The cost of living crisis continues to have a huge impact
and rising interest rates mean it is a really tough economic
environment for customers, colleagues.and suppliers alike.

In November 2020 our Chief Executive Simon Roberts and the
Operating Board set out an ambitious three-year plan to put food
back at the heart of our business. They have done an excellent job

at continuing to deliver against the key metrics we set out over two
years ago. Grocery is a fiercely competitive market and it takes time
1o build a value proposition — actions we took when we launched our
plan are why we are able to deliver genuine value for our customers
now, when it really matters. As a result of our bold and deliberate
price investments, we have grown our volume market share and

Throughout these challenging times, our colleagues have continued
to deliver for our customers and I would like to thank them all for
their exceptional service and commitment. They are at the core of
everything we do at Sainsbury’s and their dedication is critical to the
long-term success of our business.

We are committed to doing all we can to support them, particularly
in the current environment. This is why we have made pay and
benefit investment decisions totalling £225 million over the last year.
We led the industry on colleague pay and were the first major
supermarket to pay colleagues above the Living Wage nationally
and at the Living Wage in London. As a result of the scale of our
overall investment, pay for frontline retail colleagues has increased
44 per cent over seven years. Simon and our leadership team are
especially passionate about this topic and it has been a big forus

for the business this year.

The industry is facing unprecedented pressures and we are working
closely with all our suppliers so that we can better understand the
challenges they are facing. I firmly believe that prioritising financial
support to our farmers is the right thing to do to ensure that they
have the confidence and resources to be able to invest in supplying
our customers, both now and in the future. Over the last 12 months
we have done a huge amount to support our suppliers with rising
costs and also to help secure supply, heavily investing in the British
suppliers who produce our beef, poultry, pork and dairy to make sure
our customers can still find great products on our shelves.

In such extraordinary times, it is only right that we balance the needs
of all our stakeholders and we are extremely mindful of the importance
of shareholders as well as customers, colleagues and suppliers. Our
strong balance sheet enables us to reinvest in the business, positioning
Sainsbury's for long-term resilience and continuing to deliver value
for shareholders.

. As we look ahead to the coming year, we are hoping for a period of

- greater stability. In February, we welcomed the positive news on The
- Windsor Framework, which hopefully will help to simplify processes
. and reduce friction when we move products between Great Britain

and Northern Ireland. We are working hard to ensure that as a resuit

_ of the Framework, the customers in our 12 Northern Ireland stores
i are able to access the full range of products, at the same great prices,

as customers in Great Britain.

. However, all retailers, both big and small, are facing soaring costs

. and supply chain pressures and we have consistently said that we

. need an urgent and fundamental reform of business rates. While the
. freeze to the business rates multiplier for this year and the reform of

- Transitional Relief are steps in the right direction, we firmly believe

. that much more still needs to be done. Business Rates reform would

not only prevent store closures and protect much-needed jobs, but

* for Sainsbury’s and many other food retailers, a reduction in rates
- would also enable greater investment into keeping food prices low
~ for customers at this critical time.

* Strategic update

- Today, we are two years into our three-year plan to transform

- Sainsbury’s and put food back at the heart of the business and Simon

- and his tearn are making impressive progress. They are delivering

- on our priorities and continue to make bold decisions to speed up

customers are benefitting from our much improved position on price. | the pace Of ehange anq develqpment across the bus_mess. They
. have simplified operations and ensured our cost savings programme

i remains on track, so that we can invest at scale where it matters most;

* ourpeople, driving service for customars and supporting our suppliers.

: We are building brands that deliver and support investments in our

wider customer offer. Argos, Habitat, Tu, Nectar and Sainsbury's Bank

. are all contributing positively in their own right, supporting our
- ambition in food. Our brands have always had a great reputation

for value and as our customers continue to watch their spending,

- we're focused on making sure our price points are more competitive
- thanever.

" In order to further simplify the business and reduce costs, there
i have unfortunately been difficult decisions to make. In January,
- we announced plans to close the Argos business in the Republic
. of Ireland, as trading and performance had become increasingly

challenged and operating costs continued to rise. These decisions

- are not made lightly, but it is important to be able to save money
_ and reinvest where it can make the biggest difference for the future.

You can read more about our progress to put food back at the heart
of Sainsbury’s on page 10.

" Building a Business for the Future
_ InJune 2021, we launched our sustainability strategy, Plan for Better,

a core part of our broader strategy to put food back at the heart of
Sainsbury’s. Our Plan for Better commitment is a key driver in the
development of our busmess as the environmental and social

h e g the world have never been greater. The

3 hat food is produced, sourced, packaged and

disposed of has major consequences. By Helping everyone eat better
we are committing to playing a leading role in offering delicious,
affordable food that supports healthy and sustainable diets and helps
customers reduce their impact on the planet one plate at a time.
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At COP26 in November 2021, where we were the Principal Supermarket !
Partner, we signed up to WWF's Retailers' Commitment for Nature, |
a joint commitment to halve the environmental impact of UK shopping
baskets by 2030. Building on that commitment, this year we have
updated our targets to align to a 1.5-degree climate commitment
across all scopes and timeframes and announced a new shared
Climate Action Programme to drive progress in our collective supply
chains. Our Food Commercial division has atsoset out individual
category level targets across our priority areas, including plastic,
health, food waste and carbon Scope 3, to ensure full accountability
for delivery of our commitments and enable accelerated action.

We're continuing to work towards our goai to become Net Zero across
our operations by 2035 and have made bold steps over the past year
towards this. In July 2022, we introduced the Sainsbury’s Innovation
Investments initiative to support start-up businesses commercialising
sustainable technologies and this year, for the ninth consecutive
year, we were pleased to be awarded an A rating for our Climate
Change CDP submission and were the only UK food retailer to have
achieved this.

Following the human rights saliency assessment we carried out
last year, we have also strengthened our ambition on human rights
and launched new commitments that address our most relevant
human rights risks and emerging issues that affect people within
our supply chain.

0On a more local level, we launched our new.community and
partnerships programme, Nourish the Nation, in response to the
rising cost of living. to help provide food and urgent support to
those most in need. Working with longstanding charity partners
Comic Relief, FareShare and other key redistribution partners, we are
providing funding to initiatives designed to tackle food insecurity
and ensure communities have access to balanced, nutritional and
sustainable food sources, now and in the future.

Diversity, Equity & Inclusion has also been a fongstanding priority
for Sainsbury’s and we make sure that inclusion is led from the

very top and is recognised in everything we do. So that Sainsbury's
remains a leading inclusive retailer, we have developed our Diversity
and Inclusion strategy and set ambitious targets to increase
representation of women to 50 per cent for senior leaders and

43 per cent for senior management positions by 2024. This is coupled
with an Ethnically Diverse represcntation target of 12 per cent and 5
a Black representation target of 3 per cent for both senior leaders i
and senior management positions. '

In the latest FTSE Women Leaders review we came third with
50.7 per cent senior women across our combined executive
committee and direct reports. Only 23 FTSE 100 companies have
met or exceeded the 40 per cent target. We were at 364 per cent
in 2019 and ranked 56th, so I am really proud to see such good
progress over the last few years, as we work towards our targets
for gender balance across our senior leadership team.

We report on our Plan for Better progress every six months and you can
read more about what we have delivered this year on pages 13 to 28.

Financial Review

We delivered a strong performance this year against a comparative
which benefited last year from elevated COVID-19 sales. Underlying
profit before tax was £690 million, down 5 per cent versus FY2021/22
and at the top end of our £630 million to £690 million guidance range. .
The strength of our ongoing cost savings programme, and lower
finance charges, allowed us to mitigate the impact of rising operating
cost inflation while also investing to help customers and colleagues.

i

Statutory revenue was up 5.3 per cont to £31,491 million. Statutory
profit before tax was £327 million versus £854 million in FY2021/22.
This 62 per cent decline reflects the impact of non-cash asset
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impairments, driven by a material increase in discount rates, and
exceptional income from legal settlements received in the prior year.

We achieved strong Retail Free Cash Flow of £645 million and average
Free Cash Flow delivery in the three years to March 2023 of £644
million. Retail Free Cash Flow includes the £50 million dividend paid
from Sainsbury’s Bank to the Group in April 2022. We remain on track
to deliver at least £500 million Retail Free Cash Flow per year.

We delivered non-lease Net Debt reduction of £285 million, closing
the year in a Net Funds position of £144 million. Underlying basic
earnings per share was 23.0p and basic earnings per share was 9.0p.

® More information on our financial performance can be found
in the Financial Review on pages 38 to 43.

Delivering for our shareholders

The Board proposes a final dividend of 9.2p per share, bringing the
full-year dividend to 13.1p per share. Our policy to pay a dividend
of around 60 per cent of underlying earnings has attowed us to
maintain a full year dividend which is flat year-on-year, despite a
decline in earnings,.and reflects our commitment to deliver strong
dividends for shareholders.

Remuneration

When determining incentive outcomes and total remuneration
received by the Executive Directors, the Remuneration Committee
considers a number of factors including executive pay in the context
of the broader workforce, investments and the perspectives of our
stakeholders. It also ensures that payments reflect the Company’s
underlying performance.

Simon’s remuneration for the year reflects the strong performance
of the business and the progress we have made against our strategy.
Under Simon'’s leadership, Sainsbury’s is a fundamentally stronger
business. Our grocery market share has continued to increase and
we have significantly improved our price position against all our
comipetitors. Simon has demonstrated outstanding drive and
determination to do the right thing for our customers, colleagues,

; communities and shareholders and on behalfof the Board I would
like to thank him for his continued hard work and considerable

achievernents.

@© For more information on this year's remuneration awards,
plcase see pages 90 to 113.

Board changes

After six years as Chief Financial Officer at Sainsbury’s, Kevin O'Byrne
confirmed his intention to retire in July last year. Following Kevin's
retirement, Blathnaid Bergin joined the Board in March 2023 as our
new Chief Financial Officer, having joined Sainsbury’s in 2019 as
Group Director of Finance before moving to Commercial and Retail
Finance Director in 2021.

1 would like to thank Kevin for his major contribution to Sainsbury’s
since he joined the board in 2017. He has led a transformation in
our financial performance and balance sheet such that we are now
in a materially stronger position as we look to the future.

Conclusion

i Finally, I would like to once again thank all of my colleagues,
i including our Operating Board and Simon, for their huge efforts

and support over the past year. You are at the heart of everything
we do at Sainsbury’s and your dedication to serving and helping
every customer is critical to the long-term success of our business.

Martin Scicluna
Chair
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At the same time, customers are spending more time eating at
home. That's why we made product innovation such a key part of
our plan and over the last two years we have built a brilliant team

of product developers, who last year successfully launched nearly
1,400 new food products, including exciting new ranges and more
extensive vegetarian and vegan options. We've been bolder for all
the key events and we have offered more choice and quality for our
customers, with a big emphasis on Taste the Difference, which has
outperformed the market through major events including Christmas
and last year's Jubilee?. We delivered our third winning Christmas?,
gaining share from our competitors and importantly, we are learning
all the time about how we can do an even better job in serving and
delivering for our customers at these key moments.

The tnvestments we are making, fuelled by our cost saving
programme, are driving popular campaigns like Aldi Price Match
and Price Lock and bringing thousands of new products to
customers, but we're not stopping there. Retail has never been
more competitive and we are determined to maintain the strong
momentum we now have and consistently deliver the best value,
quality and service for all our customers.

Brands that Deliver: Supporting our core food business

Our five brands — Argos, Habitat, Tu Clothing, Sainsbury's Bank and
Nectar are central to our plan as they each make progress in delivering
for custorners and shareholders in theit own Tight. As the performance
of these brands has improved, they increasingly support our
commitment to make the necessary investments to put Food First.
As more customers shop for food with us, they also buy more products
from our brands because of the value, range and convenience we
offer. Our focus on making our brands stronger and more profitable
in their own right has provided us with the firepower to invest in
better value, innovation and service for customers.

Argos continues to perform strongly, following the acceteration of

its transformation and as a result is now a much more profitable
business than prior to the pandemic. We have closed 45 standalone
stores and opened 24 Argos stores in supermarkets and we're
benefiting from the reduction in rents and rates. Argos is now in over
1,000 different locations around the UK and the certainty of Fast
Track delivery, often under four hours, and Click & Collect has been
very well received by customers. We've expanded our UK network

of Local Fulfilment Centres to 17, revolutionising our logistics and
fulfilment network to provide faster deliverics and better availability.
Our transformation programme is giving customers a better experience
and customer satisfaction scores are consistently up on last year.

Tu Clothing passed the landmark of £1 billion in sales this year, as
we've focused on growing a stronger online presence and working
with more third-party brands to offer better value and more regularty
updated ranges for customers. We gained value share in a number
of homeware categories’, despite discretionary spending being under
pressure. Habitat launched nearly 3,000 new products this year and
customer feedback continues to be strong. Financial Services is a
more focused business compared to pre-pandemic. Although its

loan book is smaller, revenue is back in line and expenses are lower.

Our Nectar programme is turbocharging how we connect with
customers and is central to our value propaosition, offering personalised
discounts, better value and encouraging more customers to shop
with us. We now have over 18 million Nectar members and more than
11 million digital Nectar users and since the launch of Your Nectar
Prices in September 2021, customers have saved over £61 million.

We have just taken our biggest and boldest step yet, with the
introduction of Nectar Prices, going even further to save our customers
money by rewarding their toyalty with discounts in supermarkets
and online. Nectar360 is also growing fast and is on track with its
plan to deliver £90 million of incremental profit by March 2026.

It offers loyalty, insight and marketing services to over 700 brands

to help them understand and engage with their customers.
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Save to Invest: Becoming a simpler, more efficient
business, re-investing where it matters most

Our cost saving programme, Save to Invest, drives our ability to
become a simpler, more efficient business, providing the fuel for us
to invest where it makes the biggest difference for our customers
and colleagues. Two years into our plan, the improvements we have
been able to make are delivering results and providing competitive
advantage as we reduce our operating costs at a faster pace than
competitors. We have continued to make necessary and sometimes
difficult choices as we work to make this business simpler and
more agile, whilst always being as thoughtful and as considered as
possible about the impact of change-on our people and our partners.
It is crucial that we maintain this firepower and as we look ahead,
our major focus is on simplifying what we do, advancing autornation
and digitisation to improve our customer experiences and in being at
our most efficient across our end-to-end processes. We have strong
momentum across our cost savings programme and this will remain
a key priority as we focus on building our business for the future and
on delivering more value for our shareholders.

We are becoming a fundamentally more efficient and more
productive business. Our end-to-end transformation programme

has strengthened Argos, making it a significantly more competitive
and profitable business. We know this made a very positive difference
to customers during the postal strikes over Christmas and last
summer's hot weather, when there was particularly high demand

for seasonal products.

Our cost savings have enabled us to invest over £560 million in value
over the last two years, as well as rewarding our colleagues more,
which is so important because we know this is driving better
customer service. By becoming more competitive on price, we have
consistently inflated behind the market and more customers are
shopping at Sainsbury's. Our teams have really driven our Save to
Invest programme and it has become a galvanising programme

of change for us as we have been able to reinvest in our colleagues
and customers.

Connected to Customers: Customers at the centre of
everything we do

Staying close to our customers is key to our success because we
know that satisfied customers will spend more with us and do more
of their shopping at Sainsbury's.

This year we have also seen a consistent shift towards customers
returning to our stores following the pandemic and our Convenience
business achieved sales of £3 billion for the first time, driven by more
people returning to the workplace and wanting the flexibility to shop
how and where they want.

We're investing more into our stores to improve customer experience
and future~proof our business. For example, we know that it is
important for customers to be able to easily find low prices when
they shop with us, so we have rolled out more value-focused aisles
in supermarkets to help customers find our special offers and
discounts in one place.

1. Nielsen panel data. Top 100 SKUs by retailes. Average Selling Price YoY growth. 52 weeks to 4 March 2023.
2. Nielsen EPOS data - JS volume growth Yo% difference to Total Market growth YoY% for key events
week growth versus last year events week
3. Kantar Worldpanel division, Christmas = 4 weeks to 25 December 2022, 26 December 2021,
27 December 2020 and 29 December 2019. Total Grocery volume growth. Q3=12 weeks to
25 December 2022, 26 December 2021. 27 December 2020 and 29 December 2019.
4. Kantar Retail Share Total Clothing, Footwear & Accessories - % sales volume. 24 weeks ending 5¥eb 20Z3.
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Plan for Better: Building a sustainable business for

the future

This year has shown more than ever some of the profound climate
challenges facing us all and while we have made good progress
against the commitments laid out in our Plan for Better, we are very
aware how much further both our business and the wider food
industry need to go if we are to protect global food supply chains
and reduce environmental impact.

We have fed the way in the support we've given to British suppliers
in response to the unprecedented challenges they have been
navigating. Our teams and I regularly meet with our suppliers

and farmers to understand how we can best support and work
with them, continuing to deliver through strong partnerships and
a commitment to deliver against our Plan for Better.

An example of the progress we are making is our new partnership
with Moy Park. We have signed a long-term contract which means
from March 2023 by Sainsbury’s fresh and frozen chicken is reared
with 20 per cent more space than the Red Tractor industry standard.
This means our custormers canalways be confident that the chicken
they purchase from Sainsbury's is reared under these improved
welfare conditions, but at the same great price. Chicken is by far the
most popular protein source in the UK and this partnership with Moy
Park has enabled them to make the investments necessary to support
our own Net Zero and Scope 3 carbon reduction commitments. We are
now seeing farms running from solar energy with real innovations in
chicken feed, one of the largest causes of Scope 3 emissions. Working
together with a key strategic supplier, we are able to produce chickens
that have had a happier, healthier life dt no extra cost to customers,
whilst also reducing our impact on the environment

We have made bold changes to reduce plastic packaging, becoming
the first UK retailer to vacuum pack all beef mince. We focused on
beef mince because it is one of our highest volume products and
will have the biggest impact, reducing plastic per product by over
55 per cent and saving 450 tonnes annually. Over the last decade,
we've taken big steps to stand shoulder to shoulder with our British
suppliers because as the second largest full-choice supermarket

in the UK, we have a huge responsibility to help British food
production thrive.

Food poverty is a major challenge in the UK and we have a clear
commitment to address this issue and support our communities.
We have really focused on bringing together our food waste and
food poverty activity. Since the launch of our partnership with
Neighbourly in 2021, we have donated over ten million meals,
preventing over 4,500 tonnes of food from going to waste and
bringing us one step closer in our commitment to reduce our food
waste by 50 per cent by 2030.

We're also standing by our brand promise of Helping everyone eat
better with our Nourish the Nation programme which, since launching,
has raised £7.2 million to help fund initiatives designed to tackle

food insecurity and ensure communities have access to balanced,
nutritional and sustainable food sources. I recently visited the Felix
Project in East London with the team and Martin, our Chair, and

we saw first-hand the very inspiring work the team there are doing.
3o far, we have made donations equating to 2.9 million meals to the
Felix Project, just one of the major programmes of support we have
in place to address food poverty across the UK.
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Through our ongoing work to become a truly inclusive and diverse
business, colleagues feel even more welcome and confident to be
themselves and as a result, do an even better job for customers.

We are totally committed to being the most diverse and inclusive
retailer as we work to develop the most inclusive culture and ways
of working. I am encouraged by the progress we've made over the
last year with 50.7 per cent senior women represented across our
tombined executive committee and direct reports according to the
latest FTSE Women Leaders Review and further improvements being
achieved in closing-our gender-and ethnicity pay gap.

We want more shoppers to feel welcome at Sainsbury’s and to

find products on our shelves that suit the needs of all the diverse
communities we serve. Initiatives like Thrive with Sainsbury’s, our
incubator programme which this year invested £1 million to provide
support to Black-founder led food and drink companies, are so
important. They not only help us discover new brands, but also
help to make the retail and food industries more accessible to new
diverse supplier entrants.

A year of further progress to come

The progress we have made over the last 12 months has given me
further confidence that we have the right plan and the right team

to ensure we will continue to deliver for all our stakeholders. As a
leadership team, my colleagues and I are absolutely committed to
continuing to improve what we do and deliver even better outcomes
for customers, colleagues, suppliers and shareholders.

We have three simple and compelling expectations of everyone
-on-our team-at Sainsbury's - to-own it, to make it better and to be
human, showing how much we care. I am pleased with the progress
we are making, driving our agility, improving our capabilities and
scaling up our ambition as a business. Two years into our plan we're
achieving solid progress and continuing to find new ways to improve
what we do. However, as a team we know there still remains much
to be done.

As we look to the year ahead, the external environment around us
will continue to be-challenging, but 1 am confident we have the right
plan in place.

I really want to acknowledge my leadership team for all they have
delivered in the last year and to thank every one of my colleagues
for their hard work and dedication to serving our customers and
supporting each other. 1 am so proud of our people and of everything
they are doing as we deliver our plan. The strong results we have
achieved are testament to the outstanding commitment and
contribution from every member of our team.

Simon Roberts
Chief Executive Officer
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Business model

Driven by our passion for food, together we serve and help every customer.

We are putting food back at the heart of Sainsbury’s. Everything we do is underpinned by data and technology
We create value for stakeholders by building on the heritage | innovation. And the single infrastructure that supports
and scale of our food business and our strong assets. our brands enables us to drive value and efficiency.

S S i i e SR T e D T e T A TR e
: Building on our brand and strong assets

GRAPHIC REMOVED GRAPHIC REMOVED GRAPHIC REMOVED GRAPHIC REMOVED

Sainsbury’s brand Scale Strong Attractive
and own brand heritage  Second largest full-choice  operating cash flow customer base

supermarket
GRAPHIC REMOVED GRAPHIC REMOVED GRAPHIC REMOVED GRAPHIC REMOVED
Our stores Reputation for Online scale Nectar, investment

Good catchments, service and capability in-digital and innovation
strength in convenience
e Underpinned by data, technology innovation and capability

GRAPHIC REMOVED

Our Plan for Better is integrated into everything we do
and is a key differentiator for us.
We are making good progress against our plan to become Net Zero by 2035,
five years ahead of our original target.

Creating value for our stakeholders

Customers Colleagues Communities Suppliers Shareholders
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The Sainsbury’s Difference

Sainsbury’s brands

Saingbury'sis a trusted, well loved brand that has been bringing
high quality, great value food to customers for over 150 years.
Argos, Habitat, Tu, Nectar and Sainsbury's Bank are complementary
and give customers more reasons to shop with us.

Scale

We offer customiers a choice of quatity products. We have scate
positions in both food and non-food and can profitably deliver a
wide range-of products and services to-custormers.

Strong operating cash flows

Our scale, customer proposition and operational efficicncy gencrate
strong-operating cash flows to reinvest in-our-custorner offer and adapt
to rapidly changing shopping habits, while also paying dividends
and strengthening the balance sheet.

Attractive customer base

Sainsbury’s is a trusted brand, loved by millions of customers
across the UK. We serve an attractive customer base and around
70 per cent of the UK population have shopped with Sainsbury’s
over the last year with a bias to a more affiuent sociodemographic
than key competitors.

N TR e Y e R T e R e e e et A AR RN

D AN A

Stores

Our stores are well-placed, with a strong presence in the South and
in high footfall convenience locations. This helps us offer customers
romplementary products, through Tu, Argos and 11abitat, aswell

as complementary services such as financial services. We also
present the offers of carefully selected concession partners in

many of our stores.

Service

Customers.come to Sainsbury’s for-our-outstanding custormer service.
Our 152,000 colleagues are integral to our long-term success.

Online scale

We continue to improve the productivity of Groceries Online,
consistently improving the speed of items picked. Last year Argos
was the UK’s third most visited retailer website and we are making
goad progress to reduce the number of Argos standalone stores
we have and to offer more Argos stores inside Sainsbury's stores.
We are improving the Argos distribution model, focusing on

high volume Local Fulfilment Centres (LFCs) to improve choice
and availability.

Nectar

Nectar provides a vital competitive advantage to our food
business, our brands and a wide range of partners. It has strong
profit growth prospects through data monetisation and growing
coalitions. Tt enables us to offer our custormnets personalised
rewards for their loyalty.

0 et N T e e T T e e e T T e ey et et e Ty e N et et Tt e e N e e e e et

How we create value

For customers

We listen carefully to-our customers and we invest in what matters
to them. Our focus is on offering a broad range of great value, high
quality products - we then focus on strong availability and excellent
customer service, all delivered through our attractive stores and
arange of convenient digital channels. And we reward our customers
for their loyalty. We want to help everyone eat better and are
helping our customers to improve their dicts while reducing their
impact on the environment, one plate at a time.

© For more information about how we ‘engage withour
stakeholders, see pages 29 to 35.

For colleagues

We tnvest in-our colleagues and are committed to paying them
fairly for their efforts. By creating an engaged workforce that is
invested in the progress of the business and the role they play
in our success, we will achieve high retention rates and deliver
superior customer service. See page 31 for more detail.

1. pitltth Pantl Uat - §2 wobks 1o'P13 22723 - Universe: Tyl FMCC @ktiuding iibzk & Toburtt}

For suppliers

We are proud of our strong supplier relationships and we work
coliaboratively with them to grow our business and theirs.

By improving technology and simplifying processes we are making
it casicr for our suppliers to do business with us. Scc page 34 for
morc detail.

For shareholders

Our Chief Executive Simon Roberts, and the Operating Board,
continue to do a very good job delivering against the key metrics
we set out in November 2020. We expect to deliver around £1.3
billion of cost savings in the three years to FY2023/24, doubling the
run rate from the three years to FY2019/20. We are confident in our
competitive position and our strong programme of cost savings,
which is helping us to mitigate higher than expected operating

cost inflation and enabling us to reinvest in our core food business.
Despite achaltenging enviromient, we dehvered profits at the
higher end of the guidance range and generated retail free cash flow
-of £645 nillion. Our policy to pay a-dividend of around 60 per-cent of
underlying earnings has allowed us to maintain a full year dividend
at the same level as last year.

For communities

We play an active role in local communities. Our customer feedback
programme and custorner surveys help shape our community
programmes and this year we raised £34.5 million for good causes.
See page 34 for more detail.



Strategic Report

Our strategy
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We are two years into our three-year plan to transform Sainsbury’s and

put food back at the heart of our business.

We are simplifying operations at pace and accelerating
our cost saving programmes in order to invest in improving
food quality, increasing choice and innovation and
consistently delivering value to customers. Our portfolio
brands — Argos, Habitat, Tu, Nectar and Sainsbury’s Bank -

support our core food business, delivering for customers
and shareholders in their own right. We will continue

to simplify and drive efficiencies across the business,
enabling us to invest in our customers, colleagues and
communities.
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— Better value and innovation
—Underpinned by buying benefits
and lower cost to serve

Our clear priority is to build on

our strong brand heritage and
reputation for quality, rangeand
innovation while lowering prices
-and offering more-consistent vatue.
We will offer high quality, great
value food wherever.and however
customers want to shop with us.
This is what putting food back at
the heart of Sainsbury’s means.
Collaborating with our suppliers will
create buying benefits and lower
our cost to serve.

— Customer and profit focus

—'Supporting the core food
business

We are refocusing the role of our
portfolio brands to ensure that they
contribute positivety in their own
right. Argos, Habitat, Tu, Nectar and
Sainsbury’s Bank are all delivering
for their customers and are on track
to drive sustainable, profitable
growth to support our core food
business.

— Structurally lower operating
costs to fuel tnvestrment in-our
food business

—Cutting complexity and
increasing pace of execution

We will deliver a step change in

efficiency by transforming our

approach to costs, simplifying
our organisation and delivering

a structural reduction in-our

operating cost base. We expect

to deliver around £1.3 billion of
cost savings in the three years

to FY2023/24. This will enable us

to reinvest in our customer offer,

deliver improved financial returns
and underpins confidence in our
competitive position in the face of
operating cost inflation.

Connected to
Customers

Plan for@

Better

Knowing and understanding our customers better than

. anyone else is fundamental to our success. Nectar unlocks
our ability to connect with customers and drive that insight
into our business decision making and we now have over
11 million digital Nectar users. We listen to our customers
and nearly two million respond to our customer satisfaction
feedback programmes a year.

As a respaonsible retailer, we want to help everyone eat
better, offering our products in a way that helps custorners
reduce their impact on the environment one plate at a
time. Our commitment is to invest £1 billion over 20 years
to become Net Zero across our own operations by no later
than 2035.
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Our priorities

Food
X First

We are making good progress to put food back at the heart of
Sainsbury's by offering better value, more new products and improved
service. Our grocery volume market share performance has improved
considerably! since we l@unched our Food First plan and we are growing
our volumes ahead of other full-choice grocers

Value

As the cost of living crisis continues to put pressure on millions of
households, we are relentlessly focused on delivering consistent value
for customers. Driven by our bold cost savings programme, we have
invested over £560 million over the last two years to keep food prices
low through campaigns that prioritise the products customers buy
most often. Over 60 per cent of this investment has gone into fresh
products such as meat, fish, poultry, fruit and vegetables ard dairy.
As a result, we have consistently inflated behind our key competitors?
and we are seeing less switching of customer spend to limited-choice
supermarkets than our competitors®.

At the end of December we increased the number of products in

Aldi Price Match by 20 per cent and our largest ever campaign matched
the price on around 300 fresh products and household staples
including chicken breasts, milk, eggs, nappies and cereal. Own brand
ranges are performing strongly and our entry price range is the
fastest growing product tier.

We recently taunched Nectar Prices, offering-discounts to all
supermarket and online customers using the Nectar app or card and
results are already exceeding our expectations. Your Nectar Prices

— previously My Nectar Prices, which launched in 2021 - offers
customers their own personalised discounts, generating more than
70 million unique offers a week for customers using SmartShop in
supermarkets. The most active Your Nectar Prices users are saving
almost £200 a year on their shopping®.

Innovation

We have exceeded our innovation target by 15 per cent and launched
nearty 1,400 new products during the year. More customers are
celebrating special occasions, treating themselves at home and

we outperformed the market at key seasonal events®. We expanded
our Taste the Difference range by 33 per cent year-on-year and

Taste the Difference sales are up 16 per cent versus FY2019/20.

Our seasonal ranges are popular with customers and our second
Autumn Editions range included 70 per cent more products year-on-
year. Since launching Inspired to Cook last year, the range has been
popular with customers as more peopie look for creative solutions
to home cooking from scratch and our World Foods range is also
performing well.

In January we launched Flourish, a new range with 70 fresh and
healthy convenient products that help people eat better whilst on

the move. The range is ailready popular and bestselling lines so far
include the Pesto Chicken Sandwich and Immune Boosting smoothie.

We are also changing the way we work with suppliers to build long
term partnerships that drive better results. Last year we agreed a
long-term contract with Moy Park, our chicken supplier, to-ensure
that from March 2023 all our by Sainsbury’s fresh and frozen chicken

3 Sainsbury plc Annual Report 2023

is grown under better welfare conditions. Our investment has enabled
Moy Park to have better product control and we have been able to
make these improvements without increasing prices for customers.

Service

We have announced a record £225 miltion of investment ‘over the last
12 months in colleague pay and benefits. In 2022 we became the first
major supermarket to pay the Living Wage across the country.and
the first to give hourly-paid colleagues a third pay rise in one year.

All Sainsbury’s and Argos retail colleagues now receive a base rate of
pay of £11 per hour and colleagues in London receive £11.95 per hour,
increasing pay for frontline, hourly paid colleagues by 10 per cent in
the last year and 44 per cent over seven years.

Alongside competitive pay we have invested heavily inextra support
for colleagues in response to increased financial pressure. Colleagues
told us that free food at work was important and so we recently
extended the provision of free food during shifts for a further six
months. To help our colleagues have more control over their monthly
budgets, we also introduced a pay advance scheme where colleagues
can access their pay as they earn it and invested in more frequent
deeper discounts at Argos and Sainsbury’s to help colleagues save
money on their shopping.

Rewarding our colleagues is driving higher colleague engagement
scores and higher customer satisfaction scores. Supermarket
satisfaction is consistently performing ahead of full choice
competitors’, particularly in product quality-and availability and
colleague availability®. Colleague engagement scores have also
improved over the last two years.

Customers are increasingly returning to stores post-pandemic and
more people are prioritising convenience and speed as they return
to the workplace. As a result, we have grown Convenience sales to
£3 billion for the first time and sales are up 10 per cent year-on-year.
Convenience and On Demand sales combined are up 9 per cent
versus pre-pandemic and-On Bemand is averaging 118,000 weekly
orders in as little as 30 minutes through our Chop Chop service and
partnerships with Deliveroo, Uber Eats and Just Eat.

Groceries Online sales were down 13 per cent year-on-year but
were 81 per cent higher than pre-pandemic levels. Groceries Online
accounts for 14 per cent of grocery sales versus 8 per cent in
FY2019/20. We introduced more Christmas delivery slots to serve
customers and brought forward Easter grocery slots and availability
'scores are up®. Ontine productivity has improved with items picked
per hour up 6 per cent year-on-year and up 9 per cent on pre-
pandemic levels.

L Nielsen Panel volume market share FY17/18 - FY22/23. Yotat FMCG (excluding Kiosk & Tobacco), Market
Universe: Tota! Outlets.

2. Nielsen Panel volume growth Yo3Y. Total FMCG (excluding Kiosk & Tobacco). 52 weeks to March 2023.
Market Universe: Total Outlets.

3. Nielsen panel data. Top 100 SKUs by retailer. Average Selling Price YoY growth. 52 weeks to 4 March 2023.

4. Nielsen panel data. Net volume switching €m to Aldi + Lidl as % of each retailer’s volume. 52 weeks to
4 March 2023.

S. Average annual saving across our top 30,000 most active Your Nectar Price users.

6. Nielsen EPOS data - JS volume growth YoY% difference to Total Market growth YoY% for key events
week growth versus last year events week.

7. Cornpetitor benchmarking survey. Overall Supermarket customer satisfaction % score. January 2022
Lo March 2023.

8. Competitor benchmarking survey. Q4 22/23 supermarket CSAT scores 12 weeks to 4 March 2023.

9. Competitor benchmarking survey. Q4 22/23 Groceries Online CSAT scores 12 weeks to 4 March 2023
Avalability » Availability of ltems Dffered.
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Sales growth - Food
Definition: Year-on-year growth of total sales, including VAT.

GRAPH REMOVED

Sales growth
Definition: Year-on-year growth of total sales, including VAT,
excluding fuel.

GRAPH REMOVED

Sales growth
Definition: Year-on-year growthof total sales, including VAT,
excluding fuel.

GRAPH REMOVED

Sales growth — Food
Definition: Year-on-year growth of total online sales, including
VAT and delivery income.

GRAPH REMOVED

LFL transactions growth .

Definition: Year-on-year growth in transactions, excluding
fuel, excluding Financial Services, for stores that have been
open for more than one year.

GRAPH REMOVED
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uo Brands that
®
<y Deliver
U

Our portfolio of brands — Argos, Habitat, Tu, Nectar and Sainsbury’s
Bark — are now €145 miltion more profitable than before the pandemic?,
helping to support our ambition in food. By offering a wide range of
great quality, affordable General Merchandise products alongside our
food range, customers can do more of their shopping in one place
and as a result, more are choosing to shop with us? Our brands are
more profitable and, combined with our Save to Invest programme,

are giving us greater firepower to invest in price, innovation and
customer service.

Nectar is the UK's Targest coalition loyalty programme and continues
to grow, providing value for customers and helping drive increased
profitability through Nectar360. We recently awarded -our -one
trillionth Nectar point, equivalent to £5 billion worth of points over
the last 20 years .and we now have over 11 million digital Nectar users.
We launched Nectar Prices in April, of fering great discounts to Nectar
customers in supermarkets and online. At the same time, Your
Nectar Prices gives Nectar users personalised prices. Through Nectar,
we are the only supermarket to have both a broad and personalised
capability. Growing Nectar participation creates richer data, further
fuelling the growth of our Nectar360 business. This allows us to offer
over 700 brands more relevant content and activations across a range
of marketing channels. Nectar360 is on track to deliver at least £90
‘miillion of incrernental profit contribution by March 2026.

Argos has consistently outperformed the General Merchandise
market over the last year® as we have built on its reputation for value
and delivered better convenience and availability. Customers value
the certainty and speed of Fast Track delivery and Click & Collect and
towards the end of the year more sales went through Argos stores
inside supermarkets than standalone Argos stores for the first time.
Argos’s market-leading Click & Collect and delivery offering made an
especially big difference during the postal strikes over Christmas and
last summer’s hot weather, when many customers used Fast Track
delivery - oftenunder four hours — for seasonal products including
paddiing pootls and barbecues. We have extended the breadth of
range at Argos, including more premium brands, and continue to
invest in Argos’s digital capabilities, with 73 per cent of sales now
originating online.

The transformation of the Argos store and distribution network
continues at pace, reducing cost and improving availability and
service for customers. We now have 17 Local Fulfilment Centres,
anetwork that is transforming the speed at which we zan fulfil
customer orders and is improving product availability and driving
tmproved customer satisfaction?. We now have the best national
same and next day delivery proposition of any UK retailer. Over the
last year we have closed 45 standalone Argos stores.and opened
24 Argos stores inside Sainsbury’s supermarkets and 92 in-store
collection points. We now have 424 stores inside Sainsbury’s
supermarkets, 285 standalone stores and Collection points inside
420 Sainsbury’s stores.
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Tu is the sixth largest UK clothing brand by volumce?. Full price sales
now make up 80 per cent of our Clothing sales, up 15 percentage
points versus pre-pandemic and we are working with more online
third -party brands including Sosandar, Little Mistress and Finery to
provide a wider choice. We have migrated the Tu clothing online web
platform onto the Argos platform, improving the quality of the web
oxperience and enabling customers to use their Mectar points for
purchases, further integrating our portfolio of brands and helping
customers save money. This integration is also saving the business
money and driving-greater simplicity. Onlinc salcs are up 46 per cent
versus pre-pandemic.

Habitat is performing well against a challenging Ceneral Merchandise
backdrop and we have gained value market share in a number of
homeware categories including bedding and decorations®. We are
working with third-party designers including Sanderson Design Group
to offer more choice to customers and have launched a once off range
with Kew Botanical Gardens for the summer.

Our Financial Services business is benefiting from a tighter focus on
providing services for Sainsbury's and Argos customers. Profits have
recovered to pre-pandemic levels as lending activity and travel money
demand have increased but the loan bool< remains smaller than
pre-pandemic levels.

1. Combined operating profit of Sainsbury’s.Bank, Argos(inc. Habitat) and Nectar FY19/20t0 FY22/23.
Miclsen Panel data. Proportion of Sainsbury’s shoppers within the total market. 52 weeks to P13,
Total market = Total Qutlets, FMCG excluding Kiosk & Tobacco.

3. GfK tracked market share 12 months o March 2023.

4. Customer Satisfaction— Argos. % score FY22/23 average vs FY21/22 average.

s,

6.

o~

. Kdindl kedil Share foudl Cluthing, Foolwed & Atcessoties - % sdles volune, 24 weeks ending 5 Feb 2023,
. Global Data, Retail % of vatue, Homewares, full-year to March 2023.

Sales growth
Definition: Year-on-year growth of total sales, including VAT.

GRAPH REMOVED

Sales growth
Definition: Year-on-year growth of total sales, including VAT,
excluding fuel.

GRAPH REMOVED

Bank sales growth
Definition: Year-on-year growth of total sales, including VAT.

GRAPH REMOVED
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Save to
9 Invest

Our cost saving programime, Save L Invest, provides the fuel that
drives our ability to invest in the areas that make the biggest
difference for customers. We have made bold and deliberate
decizions over the [a3t two years to ensure we can invest in keeplng
prices low for customers and colleague pay. We are on track to
deliver around £1.3 billion-of cost savings in the threeyears to
FY2023/24 and have reduced our operating cost to sales ratio by

97 basis points over the last two years, despite signiticantly higher
than anticipated operating cost inflation.

We die 11aking structural savings by talivialising vui property
estate and focusing on ensuring our stores are in the right locations
to deliver for customers and serve communities. In thelast year,
we have closed eight convenience stores and three supermarkets.
We have also opened 13 new tonvenience stores including one
Neighbourhood Hub. We made the difficult decision to close our
Argos-operations in Republic-ot freland, including 34 storesand the
website, in addition to the ongoing programme of Argos standalone
store closures and the opening of Argos stores inside Sainsbury’s
supermarkets.

In February, we announced plans to close two of our warehouses and
invest £90 mitlion to improve automation at our Daventry warehouse,
enabling a reduction of stock, faster delivery to customers and a
simpler delivery process for suppliers. Industry-leading automation
alongside improved training and development forcolleagues is a

key focus for future investment as we look at how we can improve
our logistics network to get better and faster results for custorners.

We plan to transform and simplify our logistics operations by working
more effectively with the expert partners who already run significant
parts of our network. We have announced plans to move to three
dedicated partnerships across transport, food, general merchandise
and clothing by the end of 2024, instead of multiple different
contracts across the network. This will make the best use of our
partners’ expertise to provide better service and availability for
-custorners, drive innovation and facilitate the sharing-of industry
best practice.

We are also focused on making our supply chains more efficient

and increasing productivity in order to improve performance whilst
creating simpler and more streamlined end-to-end processes.

We have rolled out new supply chain capabilities across our food
business including changing the way we forecast demand, how we
purchase and order goods and the way our suppliers plan production.
This is driving better availability and reducing waste.

We are becoming a simpler, nimbler and more efficient business so
that we can reinvest in what matters most to customers. We have
made changes to some of our office space and the way some of our
Store Support Centre teams work in order to simplify processes. More
than ever, our office-based colleagues are able to work remotely or
fromhome and we have seen a significant reduction in the number
that regularly use Sainsbury's offices across our locations in the UK.
These changes were therefore a necessary step in adapting our

ways of working to become more flexible, particularly following

the pandemic.
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Our Plan for Better

Offering customers sustainably sourced, quality food at affordable
prices has been at the heart of Sainsbury’s since John James and
Mary Ann Sainsbury started the business in 1869. The environmental
and social issues facing the world today are hugely challenging and
we know our customers, colleagues and suppliers care deeply about
them. As a retailer with a global supply base serving communities
across the UK we have a responsibility to protect our planet and our
people. By putting environmental and social sustainability at the core
of how we do business and by building strong, resilient value chains
we will continue to deliver for our customers now and in the future.

) GRAPH REMOVED
That is why Plan for BeTteris animportant part of our business

strategy. Consisting of three interlocking pillars —Better for you,
Better for the planet, Better for everyone ~ the plan sets out our
sustainability goals, priority areas and key commitments and we
will report on our progress twice a year.

Sainsbury’s was the principal supermarket partner at COP26,
where we signed up to the WWF's Retailers’ Commitment for Nature,
a collaborative approach to halve the environmental impact of UK
shopping baskets by 2030. This year we have made a 1.5-degree
climate-commitment across all scopes and timeframes. We are
ahead of this commitment on Scope 1& 2, with a target of being
Net Zero by-2035. For Scope 3-our targets are aligned tolimiting
climate change to a 1.5-degree trajectory by halving our emissions
by 2030 and achieving Net Zero by 2050. We have made these
commitments along with other retailers in the WWF’s Retailers’
Commitment for Nature, and are part of a new shared Climate
Action Programme with eight UK retailers lead by WRAP to drive
progress through the industry.

In our Food Commercial division, each category has set out clear
targets across owr pricrity areas-of Plastic, Health, Food Waste and
Carbon Scope 3. This will ensure that we deliver on our commitments
with full accountability.

We were delighted to be awarded an A rating for our Climate Change
CDP submission for the ninth consecutive year, the only UK food
retailer to have achieved this standard. In addition, we introduced
the Sainsbury’s Innovation Investments initiative, which will invest

a minimum of £5 million over the next four years into start-up
‘businesses that devetop sustainable technologies which reduce
operational carbon emissions and water usage across a number

of sectors.

We will continue to address human rights risks and emerging issues
that affect people who work within our value chain. See page 17 for
details of our new, robust commitments. We are also proud to have
launched Nourish the Nation, our new community and partnerships
programme. This is a long-term strategy, in partnership with Cornic
Relief, to help tackle food insecurity in our local communities, now
and in the future.

Our standalone Plan for Better reports can be found at
www.about.sainsburys.co.uk.
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Better for you

Healthy and sustainable diets for all

A key priority for our business is to offer our customers great value,
healthy food that is produced sustainably. We also provide customers
with information and incentives to encourage them to make better
food choices for themselves and for the planet.

Sales of Healthy and Better for you food currently stands at

81.2 per cent of total food sales, against a target of 85 per cent by
2025/26.72.7 per cent of protein sales comes from plant-based and
meat-free products, of which 11 percent is-entirely plant-based.

But we know that transforming the food system to healthy and more
sustainable diets requires action beyond targets and disclosures.

For this reason, we remain committed to trialling initiatives that
inspire, incentivise, innovate and partner to drive healthier and more
sustainable baskets.

This year we introduced a new range of healthy innovations under
our Flourish brand, developed to meet strict nutritional criteria.

We also continue to develop plant-based options and our range now
includes a broad selection of plant-based alternative meat products
across chilled and frozen.

‘We continue to nudge customers towards healthier and more
sustainable choices and to encourage them to eat in line with the
‘government’s Eatwell Guide. We publish the learnings from our triats
in partnership with the Institute of Grocery Distribution (IGD) and
academia. As part-of our commitment to Helping Everyone Eat
Better, at least 70 per cent of the products we price match to Aldi are
Healthy or Better for you options and by incentivising customers
with lower prices or additional Nectar points we help make healthy
eating more affordable.

As the cost of living continues to rise, we have supported customers
by adding a'£2 top up to the Healthy Start vouchers provided by the
government to pregnant women with a low-income and families
with children under the age of four. We-extended the programme out
to Wales and Northern Ireland to enable us to support more families.

This year marked the third year of The Great Fruit and Veg Challenge,
an initiative that rewards shoppers with additional Nectar points

for purchasing fruit and vegetables between July and September.
This year over 585,000 customers signed up to the challenge, with
participating customers purchasing over three times more fruit

and vegetables than non-participating customers, taking home

88 million portions of fruit and vegetabtes during the challenge.

In October, we changed the layout of our stores in England and

on our website to be in line with the government's food regulations
restricting the placement of certain products high in fat, salt or
sugar (HFSS).
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Better for the planet

Reducing carbon emissions

To achieve our ambition to be Net Zero in our own operations by 2035
we continuously look for ways to cut carbon and maximise our energy
efficiency. Overall, we have reduced our absolute greenhouse gas
(GHG) emissions within our operations to 461,692 tCO,e, a reduction
of 38.2 per cent year-on-year and 514 per cent from our 2018/19
baseline, keeping us on course for our 2035 Net Zero target.

This year we completed the rollout of LED lighting to our entire
estate, reducing our lighting-energy consumption by an average of
70 per cent. We aim to significantly reduce our reliance on fossil fuels
through our long-term commitment to purchase renewable energy
from new wind farms and solar projects.

We have launched Sainsbury's Innovation Investments’ initiative in
partnership with Williams Advanced Engineering. We will invest a
minimum of £5 million over the next four years to support start-up,
sustainable businesses create solutions that reduce carbon emissions
and water usage across-our-operations, as well as-support the wider
food retail sector to progress and support our Net Zero goals.

We are proud that our environmental transparency was again
recognised by the CDP, an environmental impact disclosure system.
We were awarded an A rating for climate change for the ninth
consecutive year, the only UK food retailer to reach this standard.
We were also recognised by CDP as a Supplier Engagement Leader
for our work in engaging with our suppliers to tackle climate change.

Every new store we opened last year has continued to make use of
our very latest design principles and technology to ensure that they
are as energy efficient as possible. They use 100 per cent renewable
electricity and LED lighting and are not reliant on natural gas for their
heating requirements.

Our [atest supermarket, Sainsbuiry’s Hook, i3 the most energy
efficient store of its type and that we have ever opened. It brings
togethereverything we have learned and developed in recent years
to reduce the impact our stores have on the environment, from solar
panels on the roof to air-seal doors, rainwater harvesting, demand-
controlled ventilation and refrigeration integrated heating and cooling.

51.4%

reduction in absolute greenhouse gas emissions within
our own operations, against our 2018719 baseline

Building on the WWF Commitment we signed up to during COP26,
we updated our targets this year to align to a 1.5-degree trajectory
across all scopes and timeframes. These have been submitted to the
Science Based Targets initiative (SBTi) for review by end of 2023.

We can only achieve our ambitious Scope 3 emission reduction target
by working collaboratively with.our suppliers across.our total value
chain (where our baseline is 26,663,081 tCO,e 2018/19). We have set
clear expectations of our suppliers to disclose their site level
emissions and reduction plans through Manufacture 2030 and HIGG
platforms. The data from these platforms enables us to identify
hotspots and opportunities for decarbonisation in our supply chain.
We have set a higher expectation for those suppliers who constitute
80 per cent of our value chain emissions by requesting them to
disclose their Group level emissions and climate change related

J Sainsbury plc Annual Report 2023

activity via CDP. As a member of the WWF's Retailers' Commitment
for Nature, we have planned to increase engagement with these
suppliers, asking them to have approved net zero 1.5-degree science-
based targets by end of 2025.

@ For more information onhow we are reducing our Scope 1,2 and
3 carbon emissions visit www.about.sainsburys.co.uk for our
Plan for Better report.

Reducing food waste

Combatting food waste throughout our value chain is one of our
top priorities. Our initiatives are designed to tackle food waste from
farm through to fork. We are committed to reducing food waste by
50 per cent across our value chain by 2030, driven by the increased
cost of living, inflation, food poverty and environmental factors.

In 2021, we launched our foed donation partnership with Neighbourly,
an organisation that connects all our stores to a network of over
25,000 charities, schools and community groups. Since our partnership
began, we have donated over 10 million meals to those that need it
most, helping to prevent over 4,500 tonnes of food going to anaerobic
digestion and saving 16.58k tonnes of carbon emissions. This year
we redistributed over 4000 tonnes of food waste to humans and have
increased our food waste to humans by 157 per cent compared to our
2019/20 baseline.

We have recently announced changes to date labels on 276 of our
own-brand products in a bid to help reduce food waste in the home.
This builds on the work we have done in recent years to remove
best before dates from over 1,500 products, including, pineapples,
bananas, apples and indoor plants. These changes could help UK
households save 11,000 tonnes of food from going to waste each
year, the equivalent of 17 million products.

As the cost of living continues to rise, we introduced our ‘Taste Me,
Don't Waste Me’ boxes containing surplus fresh fruit and vegetables
sold at a lower price to give customers access to affordable,
nutritious food. Since February we have rolled out the boxes to
over 200 selected supermarkets across the country.

We continue to collaborate with industry on reducing food waste
and support the delivery of Courtauld 2030/Champions 12.3. We have
been members of UK Food Waste Reduction Roadmap since 2018
and we continue to work with our suppliers on food waste, with

35 per cent of our Fresh sales coming from suppliers who have signed
‘up to the roadmap. We continue towork with WRAP to implement
their guidance on upstream and downstream food waste, including
behavioural tips on product labelling.

We have reduced our food waste to anaerobic digestion (tonnes)

by eight per cent year-on-year, a reduction of 26 per cent from our
2019/20 baseline. Where we are unable to donate to charity, we send
surplus food including bread, fruit, vegetables and salads to UK farms,
via our partners, to be used in animal feed. We are proud that we have
sent zero waste to landfili since 2013.

Reducing use of plastic packaging

Reducing plastic is important to our customers and is a key priority
of our strategy. We have a target to reduce our own-brand plastic
packaging by 50 per cent by 2025 and to increase recycled content
and recyclability. So far we have achieved an absolute reduction in
plastic packaging of 175 per cent and relative reduction (tonnes per
million units sold) of 10.4 per cent from our baseline (2018 Food and
2020 GM).
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We recognise how important it is for us to continue to remove,
reduce, replace and recycle plastic packaging in our own brand
products. The innovations we have intraduced to achieve our
ambitious targets include:

— First retailer to launch own-brand 1 litre refill handwash pouches
that use 85 per cent less plastic, saving 28 tonnes of plastic
each year

— Switched our double strength squash formula to quadruple
strength and light-weighted our bottles saving 185 tonnes of
plastic each year
Removed single-use plastic lids across dairy and food to go pots,
saving 73 million picces of plastic cquating to over 220 tonnes
of plastic

— First UK retailer to vacuum pack all beef mince saving over 450
tonnes of plastic

— Removed plastic bags from our entire banana range

— Launched new double-length toilet rolls, reducing plastic
packaging overwrap by 30 per cent, saving 84 tonnes of plastic

Working alongside our product and packaging supplicrs, customers
and other retailers, we will reduce the amount of plastic across

the value chain, while also investing in research and development
on materials and technologies to enable a low carbon circular
economy approach.

There is rcom for more action on plastic packaging reduction. With a
focus on collaboration and new initiatives, we look forward to malcing
greater progress in the upcoming year.

Better for everyone

Sainsbury’s is passionate about playing an active role in supporting
our local communities, championing human rights and working
closely with our suppliers to ensure they adhere to our high cthical
standards. We are also committed to being a truly inclusive employer
where all our collcagues are treated fairly and with respect and arc
encouraged to develop their skills and fulfil their potential.

An inclusive place to work and shop

Wo get feedback from our colleagues through our annual engagement
survey, regular ‘temperature checld surveys and ongoing colleague
listening. This helps us to understand what is important to our
colleagues and to identify how we can continue to support them.
After cach colleague engagement survey, line managers discuss the
results with their teams and work together to plan and implement
actions that will help make Sainsbury’s a truly great place to world.

This year, we achieved a score of 68 when it came to collcagues who
said they are happy at work and 77 per cent of colleagues told us they
are able to be themselves at work.

2*70

77%

of colleagues told us they are able to be
themselves at work
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We continue to focus on representation and transparency across the
business and this ycar we published our third integrated Gender and
Ethnicity Pay Report. Our mean gender pay gap has remained flat at
8.5 per cent, while our median gender pay gap has increased slightly
from 4.7 per cent to 6.3 per cent. This is because we have invested in
our driver premium and more men work in these roles.

Our mean ethnicity pay gap is -1.6 per cent and median gap is
-4.0 per cent; this is because over 50 per cent of our Ethnically
Diverse colleagues work in stores that pay a higher hourly rate
through a location premium (i.e. London), compared to approximately

. 8 per cent of our white collcagues.

Progress on diverse representation at senior leadership and senior
Tnanagement positions can be seen in the tablte on page 16.

We are committed to being an inclusive employer with diverse
representation at all levels of our business. We train senior managers
who are responsible for recruitment to be inclusive in their decision

. making and manage hias thrnigh the pracess. Our new recruitment.
. dashboard helps us to identify how successful we are in attracting

diverse talent for our Store Support Centre, Retail and Logistics roles
and highlights any adverse impact in the recruitment process.
Using this data, we work with our Talent partners across the business
to agree interventions to support our inclusivity objectives.

Our range of leadership development programmes includes our
Ethnically Diverse Programme, which has been running since 2019.
1t ends this year having supported over 367 Cthnically Diverse
colleagues in their careers across Sainsbury's. The newly titled
and refreshed programme for our Ethnically Diverse colleagues,
Accelerate YOU, launches in June and will focus on developing
colleagues with high potential to prepare for leadership roles in
our business.

We are proud that our diversity, equity and inclusivity initiatives
have been recognised at a national level.

We are among ‘The Times’ Top 50 Employers for Women 2022 and
have improved our position in tha FTSE Women Leaders Review to
third place. In a Forbes magazine study, we were ranked 27th out of
400 of the most female-friendly businessos giebally, taking sccond

_ placein the UK.

We launched Thrive with Sainsbury’s, the UK’s first retail incubator
programme for Black-led businesses. As a result, we were delighted
to list at least three new food brands in our supermarkets in 2073
We are also the carporate sponsor of the Diversitiy in Retail Ethnic
Future Leaders programme, supporting candidates in their
development and progression across multiple industries.

We continue to be one of only 489 businesses across the UK

accredited as a Disability Confident Leader, which is the highest tier
of accreditation in the government’s Disability Confident scheme.

Three Sainsbury’s colleagues were recognised in Diversity in Retaii's
inaugural Role Models for Inclusion Index and our Company
Secretary, Tim Fallowfield OBE, was Tisted as an Executive Role
Model. Our Proud @ Sainsbury’s colleague network has been
recognised in the Top 10 Networks by the British LGBT+ Awards.

We are making progress in driving positive, sustainable change

to improve the lived experience and opportunities for under-
represented groups. There is more that we can do and we continue
to work with a number of partners, including Business Disability
Forum, Carers UK, Stonewall, Business in the Community, Diversity
& Inclusion in Grocery and Diversity In Retail.

@ For more information, please visit the Better for Everyone section
of our corporate website or read our Gender and Ethnicity Pay
Report at www.about.sainsburys.co.uk.
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Community and partnerships

Sainsbury’s has a presence in communities across the country

and with the help of our colleagues and customers we support
our communities through fundraising, volunteering and raising
awareness. This year alone we raised a total of £34.5 million for
good causes.

Qur primary focus is to tackle food poverty. In response to the rising
cost of living we launched Nourish the Nation with our longstanding
charity partner Comic Relicf. This long-term community iniliative
provides funding to tackle food insecurity and ensure communities
have access to balanced, nutritional and sustainable food sources
now and in the future. Though our Nourish the Nation community
programme we have raised £7.2 million to support Comic Relief, our
food redistribution partners, such as FareShare and The Felix Project,
and local community groups to help mitigate the impact of the rising
cost of living. In addition, through our customer food donation
scheme, 97 per cent of our stores are supporting 524 number of local
comimunity groups with essential grocery iterns.

£34.5m

raised for good causes this year

We continue to actively support our Community Grant scheme, an
initiative aimed at assisting the most vulnerable people throughout
the UK get access to food, while also helping to lift them out of food
poverty. We have already supported 585 local good causes and
committed over £970,000 of funding.

Through our partnership with Woodland Trust, we planted over
310,000 native trees this year. In total, we have raised over £12.9
million and planted over 4.9 million trees since our partnership
began in 2004. This has the potential to mitigate 1.2 million tonnes
of carbonremissions-over their tifetime.

Alongside our community investment, we make positive economic
contributions through our responsible approach to tax. We contributed
approximately £2.4 billion in cash taxes borne and collected this year.

@ For more information on how we serve our communities visit
www.about.sainsburys.co.uk for our Plan for Better report.

Championing human rights

We are committed to respecting human rights across our value chain
to ensure the people who make or grow our products are not being
exploited or exposed to unsafe working conditions. We also ensure
our business's transition to Net Zero is just and equitable for the
communities we source from.

This yearwe have developed our Human Rights strategy and have
set out five human rights commitments. These build on our recent
‘human rights saliency assessment, where we identified the key
human rights risks that affect the people within our value chain.

Our five updated commitment areas will focus on:

1. Forced labour. We will seek out and address all forms of forced
labour within our value chains

2. Sustainable livelihoods. By 2030 we will achieve living wages
or income for workers in priority value chains (equivalent to the
volumes that we source).

3. Safe and healthy working environments. We will complete
deeper dives into our priority value chains to tackle the most
salient health and safety risks, including those beyond Tier 1.
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4. Discrimination. We will improve the position of the most
vulnerable workers in our priority value chains

5. Grievance mechanisms. We will ensure access to effective and
trusted grievance mechanisms across all Tier 1 suppliers

To live up to our vision of being the most trusted retailer it is critical
that there is complete transparency in our value chain. Having
previously published our Tier 1 clothing and food sites, this year we
also published our Tier 1 general merchandise sites with information
such-as-addresses, number of workers, gender split-and union
membership. We will be publishing a list of our Sainsbury’s branded
Goods Not for Resale sites in the year ahead, as well as working to
achieve greater visibility of the challenges faced further down the
value chain.

We updated and published our whistleblowing and ethical trade
policies. These define our position and expectations of suppliers
on ethical sourcing practices and access to safe and independent
means of raising'concerns.

@ For more information on our approach to social sustainability
and to read our Human Rights Policy, Ethical Sourcing
Policy and Modern Slavery Statement, please visit
www.about.sainsburys.co.uk.

Animal health and wetfare

Through our new long-term partnership with our poultry supplier,
Moy Park, we have significantly invested tn improving the health
and welfare standards of our core by Sainsbury’s fresh and frozen
chickens, from March 2023-grown with 20 per cent more space

than the Red Tractor industry standard. The change also includes
increased stimuli for chickens such as additional bales, as well as
pecking objects and platforms for perching, providing chickens with

: the freedom to express more natural behaviours.

This means our customers can always be confident that the chicken
they purchase from our core by Sainsbury’s fresh and frozen range
is grown under these improved welfare conditions, but at the same
great price.

We will work with our farmers to monitor animal behaviour as part
of the programme, tracking the impact of the improved welfare
practices, reporting progress through the separate annual health
and welfare report.

The partnership with Moy Park has enabled them to make the
long-term investments necessary to support our own Net Zero and
Scope 3 carbon reduction coramitments. We-are now seeing farms

* running from solar energy with innovations in chicken feed, which

is one of the largest causes of Scope 3 emissions. By collaborating
with a key strategic supplier, we can produce chickens that have
had a happier, healthier life at no extra cost to customers, while also
reducing our impact on the environment.
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Task Force on Climate-related
Financial Disclosures (TCFD)

Introduction

With the impacts of climate change being felt around the world,
we understand the important leadership role we can play to address
theclimatechallenges faced.

We have committed to reduce Greenhouse Gas (GHG) emissions
within our own operations to Net Zero by 2035 and reduce our Scope 3
emissions in-line with a 1.5°C trajectory. the highest ambition of

the Paris Climate Change Agreement. We have a strong heritage

in reducing our own emissions and are collaborating closely with
our suppliers to ensure we're driving positive change across our
supply chain too.

Tackling the climate emergency requires collaborative and
transformational thinking and a willingness to work together and
share learnings globally, across industry and government, so that
we can all take meaningful, immediate action. We are signatories
to the World Wide Fund's (WWF) Retailers’ Commitment for Nature
to halve the environmental impact of UK baskets by 2030.

Whilst we are delivering on our commitments to reduce the impact
-of our business-on theclimate, we are-aware that climate change

will continue to present risks and opportunities over the short,
medium and long term. This is our third year of reporting against

the recommendations set by the Task Force on Climate-Related
Financial Disclosures (TCFD). We have complied with the Financial
Conduct Authority listing rule LR 9.8.6R by including climate-related
financial disclosures consistent with all of the TCFD recommendations
to strengthen our climate resilience, which we discuss below.

Governance

Governance a) Board's oversight of climate-related risks
and opportunities

The Board

The Board is accountable for risk management, strategy and target
setting, including climate-related matters. The Board monitors how
we are responding to climate-related risks and opportunities, identified
through the risk management process and scenario analysis. The
Board also oversees our Plan for Better strategy, one of our core
strategic business priorities, which includes climate-related matters.
The Board also sets and monitors progress against our climate-
related metrics and this year approved accelerating our Scope 3 GHG
emission target to align to a 1.5°C trajectory.

The Board recognises the importance of ensuring that there is
appropriate climate-related expertise within the business and has
undertaken training by the Cambridge Institute for Sustainability
Leadership. The Board continues to upskill in this area and provides
relevant training for the wider commercial teams. See pages 62 to 64
for biographies of our Board members, including their skills

and experience.
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Board Committees

The Corporate Responsibility and Sustainability Committee reviews
the sustainability strategy and monitors the business engagement
with our key stakeholders, including climate-related matters.

The Remuneration Committee reviews remuneration for Executive
Directors against our Plan for Better targets and metrics, including
{ong term targets for Scope 1, 2 and 3 GHG emission {see page 90
for more details).

The Audit Committee reviews risks and confidence in the climate-
related metrics that we disclose. Further information on the
Corporate Responsibility and Sustainability, Remuneration and
Audit Committees can be found on pages 70 to 74.

Governance b) Management's role in assessing and managing
climate-related risks-and opportunities

Operating Board

The Operating Board defines and monitors the business-wide
strategy, including climate-related matters, adapting to new
regulatory requirements and trends and approving major
investrments such as-our commitment to spend £1 billion to become
Net Zero. The Operating Board is chaired by the Chief Executive,
who also sits on the plc Board and Corporate Responsibility and
Sustainability Committee.

Plan for Better Steering Committee

The Plan for Better Steering Committee supports the Operating Board
and leads the operational execution of our Plan for Better strategy,
by overseeing business activity and monitoring performance against
our climate-related metrics. The Plan for Better Steering Committee
is chaired by the Chief Marketing Officer and has cross-divisional
representation at Director level. Climate risks are agreed once per
year at the Plan for Better Steering Committee with Board level
oversight from the Corporate Responsibility-and Sustainability
Committee. Climate risks and mitigations are monitored throughout
the year by the Plan for Better business leads and Steering
Committee. The Government Affairs team provides reqular updates
to the Plan for Better Steering Committee, Operating Board and
Corporate Responsibility and Sustainability Committee on relevant
legislation and regulation impacting Plan for Better, including those
relating to climate.

Further information-on the Corporate Responsibility and Sustainability
Committee can be found in its report on pages 82 to 83, providing
information on the governance structure, its responsibilities, meeting
frequency and principal activities in the year.

Strategy
Strategy a) Climate-related risks and opportunities identified over
the short, mediurm and long term

Climate change is anticipated to impact our business over the short,
medium and long-term. Physical risks may impact our operations
and supply chain through extreme weather events, such as flooding
or droughts. Transitional risks, as a result of moving to a low-carbon
future, may impact us through changing consumers preferences or
climate-related regulation.

Climate change also presents opportunities to build business resilience
and efficiency, create new climate-friendly products for our customers
and develop and invest in new technology. For example, through

our Sainsbury’s Innovation Investments initiative we will invest

in early-stage companies who are developing disruptive technology
to tackle climate change and give them the opportunity to trial the
technology within our operations.
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The table below captures the key climate-related risks and opportunities impacting our business, identified through our risk management
and qualitative scenario analysis, as well as potential mitigations.

Financial tmpact
Risk/opportunity (assuming actions are Mitigations that are being implemented/
Fimehorizon Risktype Classification d p 2 taken tomitigatesisks)  considered-aspartof ourstrategic planning
Short/Medium Transition Reputation Climate conscious Revenue opportunity Devetopment and promotion of lower
consumers favouring GHG animal protein and nutritionally
lower GHG emission positive meat alternatives to capture
products switching calories from existing and new
customers (see Meat, Fish and Poultry
scenario analysis on page 22)
Increasing the use of recycled cotton and
customer circularity, improving efficiency
as well as appealing to climate conscious
consumers (see Clothing scenario analysis
‘on-page 22)
Short/Medium Transition Technology Investment in climate  Equity growth Through our Sainsbury’s Innovation
change solutions opportunity Investments initiative we are identifying
early-stage companies to invest in who
are-developing disruptive technology to
tackle climate change and giving them
the opportunity to trial the technology
within our operations
Development of our Refrigeration
Integrated Heating and Cooling systems
has allowed us to replace natural gas
heating by using the refrigeration
systemns to provide all heating and
cooling requirements
Removing old fridges with
hydrofluorocarbon refrigerant gas and
replacing with new fridges with natural
refrigerant that are more energy efficient
See our carbon commitment on page 20
Shert/Medium Transition Palicy & Legal Introductionof a Low revenue loss Majority of cost assurmed to be passed
: carbon price leading to on to customers to encourage purchase
an increase in the cost of lower GHG emission products. We are
of higher GHG emission also working with our suppliers to reduce
products the GHG emissions of our products, such
as animal feed efficiency (see‘Meat, Fish
and Poultry scenario analysis on page 22)
Medium Transition Policy & Legal Ban on the sale of new  High revenue loss/ Providing electric vehicle charging for
petrol and diesel cars  offset lost fuel customers as they shop at our stores to
from 2030teadingtoa revenue offset lost fuel revenue (see Fuel stenario
reduction in fuel sales analysis on page 22)
Transitioning to-electric vehictes-across
our full fleet by 2035 (see our carbon
commitment on page 20)
Short/Medium/ Physical Acute Increased likelihood of Medium/high Working with our suppliers to create
tong heat-events, floeding  Tevenueloss climate-adaption plans to-build resilience
and droughts leading and secure supply of crops (see Produce,
to a reduction in crop Coffee, Tea and Cotton scenario analysis
yields and increased on page 23)
sourcing costs
Short/Medium/ Physical Acute Increased likelihood ~ Low revenue loss/ Flood warning system, flood emergency
Long of flooding leading cost plans for at-risk stores and investments

to water damage
and closure of stores
ahd depots

in flood defences (see Operations
example below on page 22)

1 There are interdependendies between the climate risks and opportunities identified. such as the introduction of a carbon price providing further incentive for climate conscious consumers to favour lower GHG

emission products.
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Financial impact ranges Time horizons
We have used the below financial impact ranges, which are the We have used the below time horizons:
same as we use for our corporate risk management process
(described further in the risk management section on page 44). Timeperlod  Years Reason

Short 0toSyears Aligned to our financial planning cycle
Impact Financlal range (revenuc) Medium StoiSyears  Nearer term to capture transition risks
High Greater than £125 million and opportunities
Medium £25 million to £125 miltion Long 15to50years  Longer term to capture physical risks
Low Less than £25 million and opportunities

Strategy b) Impact of climate-related risks and opportunities on business, strategy and financial planning

Climate related risks and opportunitics are considered as part of our Plan for Better strategy, which is one of our core strateqic business
priorities. The below table shows how our Plan for Better strategy supports climate- related matters. Further information on each of the key
commitments can be seen on pages 13 to 17.

Plan for Better commitment*

How our Plan for Better strategy supports climate-related matters

Reduction in
carbon emissions

We have a strong track record over the last 16 years of reducing GHG emissions within our own operations and have already
achieved a 51.4 per cent reduction against our 2018/19 baseline.

We purchase 100 per cent renewable electricity. We have committed to long-term purchasing of renewable energy from eight
new-to-the-planet wind farms, of which six are already generating electricity and two are due to be commissioned in 2023.

‘We dre'working 1o significantly increase our existing on-site solar investment and we ate attively looking for further power
purchase agreements with new-to-the-planet wind/solar developers. This year we have completed a number of solar photovoltaics
(PV) panel installations across our estate, building on our existing 237 PV installations, with plans to increase rollout during the
next financial year.

We completed the rollout of LED lighting to 100 per cent of our estate, reducing tighting energy consumption by an average of

70 per cent. We continue to invest in new and existing stores, removing their reliance on hydrofluorocarbon refrigerant gases

and natural gas through the electrification of heating and the use of the refrigeration system, to provide all heating and cooling
requirements. Our latest store in Hook is an example of this. We continue to work with Imperial College to support in identifying
and researching methods and technologies to mitigate our Carbon impact and to provide academic independence to our strategy.
During the year we launched our Sainsbury’s innevation Investments initiative where we are planning to invest-at least

£5 million over four years to support start-ups who have innovative business proposals focusing on areas that will support in
achieving our decarbonisation pathways.

We are committed to transitioning our full fleet to electric by 2035 in line with our decarbonisation strategy. We have a fully
electric Groceries Ontline fleet within one London store and we will continue to expand into further stores. Within our logistics
(Argos Fast Track Delivery and depot-to-store heavy goods vehicles) we are working closely with our van and truck manufacturers
to trial and test new technologies within the electric and hydrogen space to help us understand and make decisions about investing
in new technologies to decarbonise. Wehave compteted a number-of trials to date and continue todo so to enable us to transition
our Argos Fast Track Delivery fleet and our Rigid trucks to electric over the next few years.

Our Scope 3-emissions make up 97 per-cent-of our-overall GHG emissiens-and we have committed to-a reduction in line with

a 1.5-degree trajectory. We are working in collaboration with our suppliers, industry and the non-governmental organisation
community to achieve this. For example, we request our suppliers to submit data on environmental impact disclosure systems
and we are working with Mondra on a trial project along with other retailers to understand the environmental impacts of specific
products. See page 27 for more information.

Reduction in
water use

Climate change is expected to increase water stress in the UK. Our target is to ensure all of our own operations are water neutral
by 2040. We have already reduced water usage in our own operations by 17.6 per cent against our 2018/19 baseline and are making
significant progress inboth the reduction and recycling of water through water-efficiency measures and Rainwater Harvesting
systems in our stores.

We have mapped our total water footprint across-our-operations-and a significant proportion of eur supply chainand are
developing our water stewardship approach across both our own operations and supply chain. We are signatories of the Courtauld
Water Roadmap 2030 where the overarching Roadmap goal is for 50 per cent of the UK’s fresh food to be sourced from areas

with sustainable water management by 2030. As part of this we support five collective action projects in our key sourcing locations
for our supply chains across the UK, Spain and South Africa. We are also signatories of Textiles 2030 which aims to reduce the
agyregate water footprint of hew products sotd by 30 per cent.

We are exploring strategic water replenishment initiatives that include investing in nature-based solutions at catchment scale. The
ambition will be to replenish a proportion of volumes of water used in specific regions, to support us in meeting-our operational
water neutrality target where needed.

Healthy &
sustainable diets

The type of food in ourdiet has a big impact on GHG emissions. We continue te promote healthier and more sustainable buying
behaviours through our ‘test and learns'. We also encourage our customers to eat more in line with the principles of the government’s
Eatwell Guide, through marketing campaigns, pricing and Nectar points, such as our Great Big Fruit and Veg challenge, now in its
third year of running with over 585,000 customers engaged. The Eatwell Guide is a healthy and balanced diet and when compared
against a standard UK diet, is tower in GHG emissions, water usage and land use.
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‘Plan forBetter commitment’ ‘How ourPlan forBetter strategy supports climate-related matters
Reduction in We are committed to halving food waste across our value chain by 2030. Food waste contributes over eight per cent of total
food waste man-made GHG emissions, so actions we are taking to reduce food waste are also reducing GHG emissions. Since July 2021 we

have donated over 10 million meals to local partners who redistribute food to those that need it the most through our partnership
with Neighbourly, who help us manage our back of store food donation programme and enable us to connect to.a network of
over 25,000 charities, schools and community groups. This year we also announced and implemented the removal of ‘best before’
dates on our own brand products with the aim of reducing the amount of food that is thrown away in homes. We are following
best practice disclosure on our food waste and continuing to collaborate with the industry to support the delivery of Courtauld
2030/Champions 12.3. We have encouraged many of our Fresh suppliers (covering 35 per cent of our Fresh sales) to sign up to the
UK Food Waste Reduction Roadmap and will continue to encourage our remaining suppliers to help drive industry actionon food
waste prevention as well as redistribution.

Nature The delicate composition-of our ecosystems is becoming unbalanced, through the overexploitation of natural resources,
unsustainable land use, the introduction of invasive species and the poltution of air, water and land. As a business, we recognise
our high dependency on nature and ecosystem services and have committed to ensuring the impact of our operations contributes
towards a nature positive future. We have piloted the use of a supply chain environment risk tool to assess our nature-related risks
and opportunities across our business and supply chain and continue to explore the many datasets and tools that are developing
i this space toidentify dur hotspots for taking action. This year we funded a collaboration between the UK Centre for Ecology &
Hydrology and Land App to help empower farmers and land managers to make the best decisions on habitat creation based on
their location and local nature priorities.
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We have been working to build supply chain resilience for over 20 years, working directly with farmers and growers on areas such
as soil health and integrated pest management. We are founding members of the UK Soy Manifesto and have also increased
certification of high climate risk materials such as palm oil, soy, timber and cotton. We actively support multi-year investments
with the aim of protecting and restoring areas of high nature value, for example soy farms in Brazil, palm oil plantations in
Indonesia and produce production landscapes in Peru. We have introduced responsible sourcing roadmaps for all of our key

raw materials and are exploring circular economy supply chains through our recycling approach.

We also theasure the hurmber of woodland trees planted through our partnership with the Woodiand Trust and to date have
planted 4.9 million trees since 2004. This has the potential to mitigate 1.2 million tonnes of CO; over their lifetime.
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‘Human Rights ‘We are committed to respecting human rights across our value chain to ensure the people who make or grow our products are
not being exploited or exposed to unsafe working conditions and that our transition to Net Zero is just and equitable for the
communities we source from. This year we have developed and refreshed our Human Rights strategy and have set out five human
rights commitments. These commitments build on our recent human rights saliency assessment, where we identified our most
salient human rights risks and evolving issues that affect the people within our value chain.

Climate-related risks and opportunities are also considered within We have an internal Net Zero Transition Plan, which we will finalise
financial planning. We have committed to spend £1 billion to become ; once the final guidance has been issued by the TPT. This plan will
Net Zero by 2035 across our own operations and this is built into . set out our high-level climate-related ambitions and actionable steps
our financial ptan, approved by the Board. We have considered the we are taking to support our transition to a low carbon economy,
impact that the revenue losses identified in our quantitative scenario = meet our targets, including our overall emissions reduction targets
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analysis of Meat, Fish and Poultry, Produce, Tea, Coffee, Cotton, , and actions to mitigate climate risk. We plan to publish a standalone
Clothing and Fuel (pages 21 to 24) could have on the carrying value . Net Zero transition plan in line with the timeframes set.

of the Group’s store assets, by modelling the impact on cash flows.

Except for fuel, the results do not have a materiat impact on the - Strategy c) Resilience of strategy, taking into consideration different
Group’s impairment considerations, see page 26 and Note 17 climate related scenarios, including a 2°C or lower scenario

to the financial statements for more details. Finally, Sainsbury’s s
Bank considers climate-related risks as part of its Internal Capital We continue to deepen our understanding of the climate-related
Adequacy Assessment process (ICAAP) which includes using a " risks and opportunities facing our business. This year we expanded
detailed modelled approach based on the three Climate Biennial our quantitative scenario analysis to include more categories of

Exposure Scenarios provided by the Bank of England and assessing products we sell. Scenario analysis can act as a “stress test” for our
lending portfolios according to sector, region and local area. current business operations and supply chain and help to explore a
range of different outcomes. This allows us to evaluate the potential
Net Zero Transition Plan effects on our strategic and financial position under each of the

‘We are committed to becoming Net Zero within our own operations = defined scenarios. We use the results to inform strategic thinking

by 2035 and to reduce emissions within our supply chain in line on how to manage the identified risks and opportunities.

with a 1.5-degree trajectory. Our high-level strategy and actions to

transition to a low carbon economy are described in this Annual - Our Own Operations — Qualitative Scenario Analysis
Report and within our standalone Plan for Better reports on our Climate change is expected to increase the frequency and intensity
website which can be found at www.about.sainsburys.co.uk. ~ of flood events in the future, impacting directly through water

) ) . . damage to our property estate and indirectly by hindering access
As a leading retailer, we are supportive of the need for companiesto - ¢or our customers and suppliers. We have performed qualitative

be open and transparent about their climate ambitions and progress  scanario analysis using the World Resources Institute Aqueduct

to achieving ambitious net zero targets. At COP 26 the Chancellor tool to understand the impact of flood risk and water stress on our
announced his intention for Net Zero transition plans to be locations in a 4.3°C scenario (high emissior).

mandatory in the UK and established the Transition Plan Taskforce

(TPT) with the aim of developing the ‘gold standard’ of transition " We have been actively managing flood risk across our property estate
plans. To support the TPT, we have participated in the TPT Sandbox - for many years through-our real-time flood warning system, ftood
Coalition, a consultation process for leading businesses to - emergency plans for at-risk stores and investments in fiood defences.
understand and influence the requirements of implementing * Our flood warning system uses geospatial mapping of our sites to
and disclosing a transition plan. _ predict flood location and threat level, allowing us to make timely

decision and targeted investments to minimise the impact of flooding.
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Improving our understanding of futurc water related risks helps us
assess the need for future building adaptations. It is also supporting
our commitment to be water neutral by 2040, by identifying where
water conservation will have the biggest impact.
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Case study - Tadcaster Store Flood Protection
Tadcaster is one of our stores that was identified as at
high-risk of flooding. In February 2022, during Storm Franklin,
our early flood warning system meant that we were able to
put up flood defences eight hours ahead of the Environment
Agency flood warning, enabling us to avoid damage from

the heavy rain and rising River Wharfe and reopen our store
quickly-once the floed risk passed.

AR A P NSRS Py i Ty SYRP St T LYV PRI 1

Our Products and Supply Chain — Qualitative

Scenario Analysis

During 2021, we undertook quaiitative scenario analysis that
cvaluated the impacts of @ wide range of different climate change
risks on the product categories we sell, to identify the product
categories most exposed to climate-related risks and the most
material risks for each product category. '

This analysis was conducted by considering the potential impact of
27 climate-related risks, including physical and transitional risks. F'or
phystcal risks, we considered the'geographical sourcing for each of
our product categories and assessed different physical risks under a
high emnissions scenario. To-evaluate transitional risks, we considered
the GHG emissions of our different product categories, as well as how
changing market dynamics and increased regulations could impact
both production costs and revenue. The below table shows the most
material climate-related risks identified as well as the product
categories most exposed.

Type of risk Most material risks Most exposed categories
Physical risks — Heat events — Produce
— Labour capacity — Cotton
— Drought — Coffee
— Flooding — Tea
Transition risks — Regulation, — Meat, Fish & Poultry
including carbon — Dairy
taxes — Clothing
— Changesin — Fuel
consumer
preferences

The findings of the qualitative scenario analysis were reviewed,
alongside the financial materiality of each product category, by
wonior teadership and ey staleholders during aseries of workshops.
Last year we selected Meat, Fish and Poultry and Produce to undergo
furtheranalysis through a-quantitative scenario analysis approach.
This year we have expanded our quantitative analysis to Coffee, Tea,
Cotton, Clothing and Fuck We did not cxpand to Dairy as climate-
related risks are similar to Meat, Fish and Poultry. This approach was
approved by the Plan for Better Steering Committee with oversight
from the Corporate Responsibility and Sustainability Committee.
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Our Products and Supply Chains ~ Quantitative

Scenario Analysis

To further build on these qualitative results, we adopted a guarititative
approach to determine the potential financial impacts of the most
material climate risks on the most exposed product categories. The
scenarios are built using data from the Intergovernmental Panel on
Climate Change (IPCC) over two-time horizons (2030 and 2050) and
include a 2°C or lower scenario per the recommendations of the TCFD.
These time horizons align with our definition of medium and long
term. Greater detail is provided below:

— 1.5°C — A pathway that limits global warming to below 1.5°C
{tow physical risk, high transition risk)

— 24°C — Described by the IPCC as an intermediate scenario
(medium physical and transition risk)

— 4.3°C — A high emissions worst case scenario pathway
(high phuysical risk, low transition risk)

Through our anatysts we identified transition risks to be material
leading up to 2030 as the global community strives to limit global
warming to below 1.5°C, whereas physical visks are expected Lo
manifest by 2050 if transition goals are not met. Extending transition
risk analysis beyond 2030 introduces significant amount of
uncertainty to our analysis. Our analysis of Meat, Fish and Poultry,
Clothing and Fuel extends to 2030 as the product categories are most
vulnerable to transition fisks, nameély regulation and changes in
corisumer preferences. Our quantitative analysis for Produce, Cotton,
Lottee aha (84 extends to 2050 to capture the potential tinancial
wmpacts associated with heat events, labour capacity, flooding

and droughts.

Quantitative Scenario Analysis — Potential financlat
impact of climate-related transition risks o ifiost exposed
products in a low emissions scenario in 2030

To assess the financial impact associated with regulation and changes
in consumer preferences, we evaluated the sale of Meat, Fislhand
Pouitry, Clothing and Fuel in the UK. For regulation risks, we considered
the impact of a carbon price on the Meat, Fish and Poultry category
and the ban of the sale of new petrol and diesel cars from 2030
(hybrid cars from 2035) on the Fuel category. For Meat, Fish and
Poultry the carbon prices applied in our scenario analysis align with
IPCC data and costs are assumed to pass on directly to customers,
reducing demand for the highest emission Meat, Fish and Poulitry
products. For Fuel we have assumed a rapid uptake of battery
electric vehicles leading to a 50 per cent reduction in fuel dernand

by 2030. For consurmer preference, we considered the impact of
more climate conscious customers favouring lower ‘GHG emission
protein and purchasing more second-hand clothing (displacing new
clothing purchases).

The results show the potential revenue loss in a 1.5°C (low emissions)
world 1 which physical risks associated with climate change are
limited, but high transition risks are experienced as the world
attempts to meet the Paris Agreement. Results consider product
categories in 1solation and assumes no actions are taken to mitigate
dlimate risks. The MEP results do not capture the business opportunity
of developing and promoting lower GHG animal protein and
nutritionally positive meat alternatives to-capture.switching-calories
from existing and new customers. The Fuel result does not capture
the business opportunity from providing customer electric charging.
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‘Annual revenue loss to most exposed categories inisolationin1.3°C
scenario tn 2030, assuming no actions ave taken to mitigate risks:

Most material

‘transitional Meat, Fish and ‘Mitigations that are being implemented/considered as part of our

climate risks: Poultry Clothing Fuel strategtc planning:

Regualation ES0Mto€100m  Tia ‘£2,400mto Meat, Fish and Pouttry
revenue loss to £2,500m revenue — Working with suppliers to reduce GHG emissions in our
Meat, Fish and loss to fuel supply chains e.g., supplier targets, animal health and welfare
Poultry category category in and feed efficiency ’
in isolation isolation — Development of lower GHG emission animal protein within
Overall Opportunity to existing product (see integrated beef case study below)
opportunity to offset lost fuel and promotion of nutritionally positive meat alternatives to
business post revenue post capture switching calories from existing and new customers
mitigations mitigations Clothing

Changes in consumer  £300mto £350m  £35m to £40m n/a - i?rccﬁz?:?f the use of recycled cotton and customer

preferences revenue loss to revenue loss to . : ) L
Meat, Fish-and Clothing category — Signatories of Textiles 2_03(1, which aims to reduce the

, Poultry category  in isolation aggregate water footprint of new products sotd by 30 per cent
inisolation — Target for 100 per cent of our cotton to be sourced to an
independent sustainability standard by 2025

Overall
opportunity to Fuel
business post — Providing electric vehicle charging for customers as they
mitigations shop at our stores

1. Risks should be considered in isolation as the complex interrelationship between multiple risks has not been considered.

¢ Case study — Integrated Beef Schem
| Our market-leading integrated beef scheme uses selecte
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The scheme has been running since August 2019 and we
are working to fulfil our entire. Taste the Difference tier.
The genetics used improve the sustainability of our beef
| | s estimated to deliver a 23 per cent reduction in overall

i | GHG emissions and a 40 per cent reduction in methane.

d

. Aberdeen Angus genetics, resulting in a more sustainable,
highly consistent and traceable beef product for our customer.

Quantitative Scenario Analysis — Potential financial
impact of climate-related physical risks to most exposed
crops in high emissions scenarios in 2050

To assess the financial impact of the increased likelihood of heat
events, reduced labour capacity, drought and flooding, we evaluated
the production of Produce, Cotton, Coffee and Tea in our key sourcing
locations. We considered two scenarios, one where global warming
reaches 4.3°C (high emission) as a result of no global action taken to
reduce emissions, leading to extreme phiysical risks manifesting in
the long term and a 1.5°C (low emission) scenario where the Paris
Agreement is met but physical risks are still experienced, atbeit more
mildly. The below table shows the results of the 4.3°C (high emission)
scenario only.

Our scenario analysis considered the impacts of these acute physical
risks and the resulting diminished or lost crop yields that would
result in increased supply costs. We assume these additional costs
are passed on directly to the consumer, reducing demand and
impacting our revenue. Results consider product categories in
isolation and assumes no actions are taken to mitigate climate risks.

A
=
-]
-
[::]
Q
-3
A
x
[]
o .
(=]
=

jloday @sueulaA09

SJUBLLISIRIS |elduURUL4



24 Strategic Report

J Sainsbury plc Annual Report 2023

Annual revenueloss to most d crops inisolationin 4.3°C o in2050,
assuming no actions are taken to mitigate risks:
Most material phystcat ttigatt that are being implemented/
climate risks:* Produce* ‘Cotton Toffee Tea constdered as part of our strategic planning:
Heat events £35m to £40m £75m to £80m £30m to £35m £40m to £45m — Engage: continue to work closely with
revenue 10ss revenue loss revenue loss revenue loss our suppliers to understand growing
to crops to crops to crops to crops locations and adaption plans
R — Explore suppty chain adaption-options
. Labour capacity n/a n/a £10m to ;£15m £20m tolEZSm with supplli)e’:sg: higher al[itrl: de locations,
{2";’;;2 033 {gvgro;i 05 lower flood risk areas, vertical farming,
glass growing structures, reservoirs,
Drought £25m to £30m £20m to £25m £10m to £15m £0m to £5m drainage channels, drought and
revenue loss revenue loss revenue loss revenue 10ss ‘temperature resistant crop strains
to crops to crops to crops to Crops — Certification: sourcing of sustainable
Ftooding £0mto'£5m £10mto£15m’ ‘£omto£Sm £O0mto£5m ‘crops through Fairtrade, Rainforest
revenue loss factory operation  revenue loss revenue loss Alliance and BCI Cotton
to crops days to crops to crops " — Human rights: commitments to ensure
that our transition to Net Zero is just
Key sourcing Spain Benin Brazil India and equitable for the communities we
Tocations: UK Brazil ‘Columbia ‘Kenya source from
India Honduras Malawi
Bangladesh Peru Rwanda
(manufacturing)

1 Risks should be considered in isdiation as the complex interrelationship beétween muiltiple risks ‘has not been considered.

2. Produce considers citrus fruits, lettuce, berries and potatoes grown in Spain and the UK.

s MW?WWWWM,MP: £, WL,

Case study — UK grown Brassicas

One of the ways we mitigate flood risk is to have multiple
growing locations for a crop. For example, for UK grown
Brassicas we use three distinct areas — Cornwall, East Anglia
and Scotland. These areas have similar growing conditions
but are far enough apart to reduce the risk of all areas
suffering from a severe weather event

Risk Management

Risk Management a) Processes for identifying and assessing
climate related risks

We consider climate risk as one of our priority strategic risks and it

is a key pillar in our Plan for Better strategy. We identify climate-
related risks through quarterly bottom-up divisional and governance
forum risk assessments and then reviewed annually top-down in a
dedicated climate risk workshop to assess completeness. The process
manages our ability to deliver our Plan for Better strategy, progress
towards our Scope 1,2 and 3 targets and consideration of physical
and transition climate risks impacting our operations and supply
chain, inctuding existing and emerging tegulatory regquirements.

Climate risks are mapped against financial and reputational impact
(from insignificant <€10 million to severe >£125 million) and likelihood
of occurring (from remote to almost certain). To assess the
effectiveness of existing climate controls, each risk has three
positions: gross risk (before existing controls); net risk (after existing
controls); and target risk (management’s target position). Climate
risks where the impact is not yet well understood are captured
separately on an emerging risk map (plotted against likelihcod of
occurring and timeframe).

Risk Management b) Processes for managing climate related risks

Each climate risk is assigned a Divisional Director-level business
owner who is responsible for monitoring and mitigating the risk.
Climate risks are agreed once per year at the Plan for Better

Steering Committee with Board level oversight from the Corporate
Responsibility and Sustainability Cornmittee. Clirnate Yisks and
mitigations are monitored throughout the year by the Plan for Better
business leads and Steering Committee. To further enhance capacity
and ownership of climate risks across the business, the Steering
Committee has cross-divisional representation at Director level.

Risk Management c) Processes for identifying, assessing and
managing climate related risks are integrated into the
organisation’s overall risk management

The output from this climate risk process, in aggregate, is elevated
to the Corporate Risk map owned by the Board with support from
the Audit Committee and informs the Environment and Social
Sustainability principal risk shown on page 50. Further details of
our overall risk management framework and supporting processes
can be found-on page44.
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The below table shows the key metrics and methodology used to measure climate strategy and risk management.

Plan for Better

Commitment Metric Methodology

Reductionin Absolute GHG emissions within our own Absolute, market based, Scope 1and 2 GHG emissions in the financial year for
carbonemissions ‘operations (tCOze) Sainsbury's‘Group and catculated by third party CBRE and verified by third

party ERM (limited assurance post publication of Annual Report). Follows the
GHG protocol.

Electricity which comes from renewable
sources (%)

The amount of renewable energy used by Sainsbury’s Group as a proportion of
the total electricity-consumption in the financial year, supported by third party

CBRE. Combination of energy sourced directly from solar and wind farms as well

as certificate-backed renewable electricity from the UK.

Absolute Scope 3 GHG emissions {tCO.€)

Includes emissions from purchased goods. upstream transport and distribution,
services sold-and our customers’ use and consumption of the products we sell.
Data is verified by the Carbon Trust {limited assurance post publication of

_ Annual Report). Follows the GHG protocol.

Suppliers disclosing through CDP (number)

Suppliers disclosing through CDP, which is an environmental impact disclosure
system.

Suppliers disclosing through Manufacture
2030-0r HIGG {number)

Suppliers disclosing through either Manufacture 2030 or HIGG, which are
‘environmental impact disclosure systems.

Suppliers with SBTi 1.5-degree net zero
targets approved (number)

Suppliers with approved SBTi 1.5-degree aligned net zero targets recorded on the

SBTi platform. This is considered the gold standard for GHG emission targets.

Suppliers who have signed up to the UK
soy manifesto (% of soy footprint)

Suppliers who have signed up to the UK Soy Manifesto. The manifesto is an
industry commitment to sourcing deforestation and conversion free soy by
2025. Suppliers disclosed their information through 3Keel.

Reduction in water use

Absolute water usage within our own
operations (m?)

Absolute water usage in the financial year for both Sainsbury’s and Argos,
supported by third party WaterScan and verified by third party ERM (limited
assurance post publication of Annual Report).

Healthy &
sustainable diets

Healthy.and Better for you sales tonnage
as a proportion of total sales tonnage (%)

Food sales tonnage of healthy, healthier choice and Better for you products
as a percentage of total food sales tonnage in the financiat year (exclusive of
beers, wines, spirits and baby food). Healthy, healthier choice and Better for
you defined using a nutrition criteria tool, including criteria from the Eatwell
Guide which is lower in GHG emissions.

Reduction in
food waste

Food waste to anaerobic digestion (tonnes)

Total food waste tonnage sent to anaerobic digestion in the financial year
calculated as total operational food surplus i.e., food that is not sold to
customers, less any food surplus redistributed to both humans and animals.

Nature

Soy sourced to an independent
sustainability standard (%)

Sustainably sourced soy tonnage as a percentage of total soy tonnage
footprint, as calculated by the third party 3Keel. i

Palm sourced to-an independent
sustainability standard (%)

Sustainably sourced palm oil tonnage as a percentage of total palm ol
tonnage footprint, as calculated by the third party 3Keel.

Timber sourced to an independent
sustainability standard (%)

‘Cubic metre volume of assessed sustainably sourced timber products sold
as a percentage of total cubic metre volume of all assessed timber products
sold during 2022 calendar year. Sustainability assessments were carried out
by third party Track Record Global Ltd.

‘Cotton sourced to an independent

sustainability standard (%)

‘Cotton tonnage sustainably'sourced and-certified by third party Better-Cotton
Initiative (BCI) as a percentage of total cotton tonnage sourced during 2022
calendar year.

Number of woodland trees planted (number)

Total number of trees planted in the financial year through partnership with
the Woodtand Trust.

In line with TCFD recornmended disclogures, we are required to report-on cross-industry metrics to enable coimparabilily auruss different
sectors. These metrics are deemed important proxies for measuring climate-related risks and opportunities.
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Metrics and Targets b) Scope 1, Scope 2 and Scope 3 greenhouse gas
(GHG) emissions and the related risks

Baseline Results

2018719 202122 0n22A
Scopeland 2 GHG 949,744 tCO.e 746,681tCO6 461,692 tCOe
‘emnissions
Scope 3 GHG 26,663,081 n/a n/a
emissions tC0.e

For a more detailed breakdown of our Scope 1 and 2 GHG emissions,
please see our streamlined energy and carbon reporting disclosure
on pages'97 to'98. We have a strong track record of delivering GHG
emissions reductions and a robust plan to Net Zero by 2035, however
there is some Tisk-as our transition plan requires industry innovation,
such as a commercially viable alternative fuel solution for heavy
goods vehicles. Qur near-term target is to reduce our Scope land 2
GHG emissions by 68 per cent by 2030/31, which will help us achieve
Net Zero by 2035

We have worked with the Carbon Trust to define our Scope 3 baseline
and the methodology for calculating our annual emissions through
the use of industry average carbon factors. This has enabled us to
identify our most carbon-intensive products and the supptiers who
constitute the top 80 per cent of our Group emissions. We are actively
working towards an-aligned industry-approach to measure supplier-
specific emissions as this is the most effective way to track
emissions reductions within our own supply chain. However, in the
absence of a universally recognised approach, we are engaging with
our strategically important suppliers to carry out life cycle analyses
of the products they sell us and continuing to request suppliers to
disclose emissions data through the following environmental impact
disclosure systems: CDP, Manufacture 2030 and HIGG.

in 2022 as part of a trial we asked our supptiers to report-on
Manufacture 2030, which involves submitting data on carbon, water
and waste at site-level. As this was a trial, we only asked suppliers
who were already reporting on Manufacture 2030, in order to reduce
the reporting burden. This year, we are working with a greater
number of suppliers to disclose on Manufacture 2030 and create
emission reduction action plans and as with all other Scope 3 metrics
our target is to cover 80 per cent of our total emissions base.

3 Sainsbury plc Annual Report 2023 27

In order to improve the quality of our Scope 3 reporting we know that
we need to move beyond using industry average factors. To do this,
we are embarking on a project with Mondra to understand the
environmental impact of our emissions at a product and ingredient
level across a number of products to accelerate decarbonisation and
enable effective business decision making. This is a pilot initiative
involving many stakeholders in the industry thereby helping to steer
the industry to a consistent approach to Scope 3data collection.

We recognise we cannot solve the challenges relating to reducing
Scope 3 emissions on our own and are therefore committed to work
at industry level to find a solution. We participate regularly with
industry-wide working groups and are signatories, alongside other
retailers, to the WWF’s Retailers' Commitment for Nature, which
involves a commitment to halve the environmental impact of UK
baskets by 2030. As part of this commitment, we have submitted

‘Phore ambitious stience-based targets to the SBTi to aligh our

emissions reduction targets to limiting climate change to a 1.5-degree
trajectory. Once this has been approved, we will be able toreset-our
Scope 3 near-term target.

Metrics and Targets c) Targets used to manage climate-related risks
and opportunities and performance against targets

We understand the importance of setting GHG emission reduction
targets. In response to the new standard set by SBTi, we have
submitted our Net Zero 1.5-degree aligned targets across all scopes
to be revalidated by SBTi by the end of 2023. We have long-term
remuneration targets for Executive Directors on Scope 1, 2and 3
and Plastic packaging (see page 99 for more details).

We also have targets and measure performance against other
climate-related metrics. See page 20 for more details on how these
metrics are supporting climate-related matters.
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Results
Plan for Better
commitment Metric Baseline 202122 2022/23 Target
Reduction in carbon Absolute GHG emissions within 949,744 tCO.e 746,681 tCOe! 461,692 tCO.e Net Zero by
emissions our own operations (tCO€) 2018/19 FY 2035/36 FY
B8% by 2030731
Electricity which comes from 17% 41% 100% 100%
Tenewable sources (%) 2019720 FY
Absolute Scope 3 GHG 26.663,081 tCO.e n/a n/a Aligned toa 15
Emiissions (tCO.e) 2018/19FY degree trajectory
Suppliers disclosing through n/a 1972 188 80% of emission
‘CDP {(number) by 25726 FY
Suppliers disclosing through n/a n/a . 395 80% of emission
Manufacture 2030 or HIGG by 25/26 FY
{number)
Suppliers with SBTi 1:5-degree nra n/a 8  80% of emission
net zero target approved by 25/26 FY
{number)
Suppliers who have signed n/a n/a 86% 100%
up to the UK soy manifesto 2025CY
(% of footprint) . .
Reductionin wateruse  Absolute water usage within 3,224,000 m? 2797699 m? 2,655,817 m? Water neutral
our own operations (m?) 2018/19 FY by 2040/41 FY
Healthy & sustainable Healthy and Better for you 82% 82.3% 81.2% 85%
diets® sales tonnage as a proportion 2019/20 FY 2025/26 FY
of total sales tonnage (%)
Reductionin food waste Food waste to anaerobic 31,615 tonnes 25,483 tonnes 23443 tonnes 15,808 tonnes
digestion (tonnes) 2019/20 FY 2030/31 FY
Nature Soy sourced to anindependent 6% 58% 43% 100%
sustainability standard (%) 2019 CY 2025 CY
Palm sourced to an 99.1% 100% 100% 100%
independent sustainability 2019 CY 2025 CY
standard (%)
Timber sourced to an 60% 77% 92% 100%
independent sustainability 2019-CY 2025CY
standard (%)
Cotton sourced to an 76% 94% 98% 100%
independent sustainability 2019 CY 2025 CY
standard (%)
Number of woodland trees 493,750 trees 398,333 310,000 1,500,000
planted (number) 2019/20 FY (cumulative)
2025 CY

i -Absolute GHi i ithin.

ionsin-2021/22 sestated from 762,119 1CO-e-t0746.6814COse

OF 5! 3
2. Number of supplier:

s disclosing on COP in 2021722 réstated from 183 food suppliers to 197 suppliers.

3. We arereporting on arevised target of 85 per cent {with a baseline of 82 per cent). based on changes to our nutrient criteria, foltowing updated government reformulation targets and expert advice.
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Engaging with our stakeholders
and our Section 172 statement
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Stakeholder considerations and our culture play an The Board considers the potential consequences of its decisions on
important part in the Board’s discussions and decision- stakeholders, recognising that decisions made will not necessarily
making in promoting the long - term success of the Company. resuilt in a positive autcome for every stakehalder group. Processes
Against a backdrop of a cost of living crisis, it has been are in place to ensure effective decnsmn‘-makmg. Wth.h bqlap;es the Q
even more important to balance the needs of all of our needs of our stakeholders with the business’s strategic priorities, g
stakeholders. purpose, culture and values. %
™
During the year ended 1 March 2023, the Board has acted in accordance An overview of our key st akeholders and stakeholder coqs@e@tans 5
- ) : . that influenced discussions and the outcomes of these discussions S
with Section 172(1) of the Companies Act 2006. Each Director has . . . =
S A S S is outlined below. Further examples of how the stakeholder voice has
acted in the way they consider, in good faith, would be most tilcly : 3
e been brought into the boardroom can be found in our Governance
to promote the success of the Company for the benefit of its ti 7
mernbers as a whole. In-doing so, the Directors have regard to the sectionon page 72
interosts of other stakeholders, whilst maintaining high standards “ ............ e e e
of business conduct. Examples of how Directors have applied these We remain committed to strengthening our e?gagement
matters in Board discussions and their decision-making arc included |  And relationships with all of our stakeholders.
throughout this Annual Report. Simon Roberts, Chief Executive
................................................................................... 5
=3
&
w
2
Section 172 duties Relevant disclosure Page Section 172 duties Relevant disclosure Page g
The likely Chair’s letter 02 Impact of our Chief Executive’s letter 04 §
consequences Chief Executive’s letter 04 operations on the Our strategy 08 v
of Board decision- Business model 07 community and Our priorities 10
making in the ‘Our strategy 09 environment Task Force on Climate-related Financial 18
long term Our priorities 10 Disclosures (TCFD)
[Engaging with our stakeholders 29 Principal Risks and Uncertainties 44
Key performance indicators 36 Board leadership and company purpose 69
Financial Review 38 Corporate Responsibility and Sustainability 82
Principal Risks and Uncertainties 44 Committee Report
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Chair's governance tetter 68 for high standards of Engaging with our stakeholders 29
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Colleague Chair's letter 02 Non-financial information statement 60
engagement Chief Executive’s letter 04 Chair's governance letter 68
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Customérs

Over two-thirds of the total retail shoppers in the UK have
shopped with Sainsbury’s over the last year' and there
were over 17.7 million active Nectar users who would be
able to benefit from personalised offers from us and our
Nectar partners. Within Argos, we have 19 million active
customers, and the website is the third most visited
online retailer in the UK. In Financial Services, we have
1.9 million active Sainsbury’s Bank customers and

2.1 million Argos Financial Services customers.
Understanding the needs of our customers allows us

to provide relevant products and services. Satisfied
customers are key to our long-term success.

Key customer priorities

— Competitivencss and value

. — Availability and range of products
— Convenience and location

— Speed of Groceries Online delivery.
— Quiality of products

— Sustainability

Engaging with our customers
'. We heard what mattered to our customners through:

— 1.9 million responses per year across our.Sainsbury’s.and
Argos customer feedback programmes

— Nectar data, which helps us-understand how custormers
are shopping
—Qualitative-customer focus groups and- quantltatwe surveys
- Market research ’
— Social media listening

— Brand tracking, which assesses the performance and
perception of our different brands

— 1 Care, a satisfaction survey which helps us understand the
overall shopping expericnce for our customers

1. Nielsen1Q panel, Total FMCG.(excl. Kiosk-& Tobacco), 52 weeks-ending P322/23.
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Customer feedback and overall metrics on consumer sentiment
and trends were shared reqularly with the Board and Operating
Board, steering our responses to the key issues impacting
customers, such as the cost of living crisis, price inflationary
pressures and availability of products. The Board received regular
updates from the Chief Marketing Officer, which included feedback
from our customer listening sessions.

The Board's understanding of our customers continued to shape
our strategy and the Board has focused on delivering for
customers in line with our strategic priorities:

— Food First: putting food back at the heart of Sainsbury’s by
offering high quality, great value food to our customers

— Brands that Deliver:'Argos, Habltat Tu, Nectar and Sainsbury's
Barik delivering for our customers and supporting mvestments
in our-wider custorier offer

~-Save to Invest: internal transformation enabling us to reinvest
inour customer offer

- — Comnected to Custorners: knowing and understanding our

customers to enhance our thinking and decision-making

— Plan for Better: supporting our customers to eat healthily and,
sustainably, whilst-delivering-on-our commitment to becorne
Net Zero by 2035

We priaritised keeping our prices low for our custorers with our
£560 million investment in price. The Aldi Price Match and Price
Lock campaigns are two ways in which we continue to support our
customers to shop more affordably.

Our Nectar programme connects us to our customers and is
central to our value proposmon offering our customers personalised
dlscounts and gwmg them better value ‘

Tk

Food innovation and bringing new products to customers is a key
part of our plan to put food back at the heart of Sainsbury’s. During
the year, we have launched nearly 1,400 new products, including
the Flourish brand which was created to help our customers make
positive health-choices.

As part of our ongoing commitment to Plan for Better, we also
announced major changes to date labels on packaging to help
reduce food waste in homes for our customers. Decision makers,
including our Corporate Responsibility and Sustainability
Committee, referred to customer insight analysis to understand
how customers view our progress around sustainability and inform
how related projects develop.
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Colleagues

Our colleagues include everyone who is employed by the

business. Colleagues are at the heart of everything we
do and their commitment to our purpose and values is
critical to the business’s long-term success.

Key colleague priorities
— Reward

— Career progression

— Colleague engagement
—-Training and development

— Wellbeing

— Health and safety

— Diversity, equity and inclusion

Engaging with our colleagues

The Board enqgagqes directly with colleagues through the National
Gieat Place to Work Group, our Workdorce Advisory Panel.
Presentations on culture, colleague engagement, talent retention
and progression from our-Group HR Director, and regular summaries
from the Chief Exccutive on key initiatives, were pravided to the
Board. Updates on decisions which were made based on colleague
feedback were shared through regular internal communications
from the Chief Cxecutive and Operating Board members.

Our colleague engagement activities included:

— Non-Executive Director meetings with our Workforce Advisory
Fanel to directly understand the views of colleagues from
across the business via their elected peers. Updates from the
sessions are shared and discussed at Board meetings, directly
feeding into the Board's decision-making process

— Operating Board Director Listening Sessions are held regularly
throughout the year and provide an opportunity to hear directly
from colleagues across the business. This is an open forum for
‘colleagues to share their experiences and ask questions, which
in turn further develops the Board’s understanding of the
overall colleague experience

— A Board visit to the new Aylesbury Gatehouse store to meet
colleagues and receive updates-on food innovation, customer
services, general merchandise, value and Nectar

— Continual feedback through internal channels, including tive
presentations, question and answer sessions and internal social
media discussions with the Operating Board

— Honest, confidential colleague feedback on what it is like
10 work for the business through our annual -colleague
engagement survey, ‘We're Listening’, let us know what's an
collcagues’ minds :

— Colleague feedback through topic specific ‘temperature check’
surveys throughout the year, helping us to understand
colleagues’ views and sentiments, enabling the Board and
Operating Board to act swiftly

J Sainsbury plc Annuat Report 2023

— Regular updates provided to the Board and its Committees
on cuiture, engagement. diversity, equity and inclusion, and
colleague pay and benefits

Colleague feedback provides the Board with insight and challenge.
We ensure decision makers receive timely feedback, allowing
colleaque interests to reinain a priority when considering key
concerns. Our swift actions in response to the cost of living crisis
and nflationary pressures exemplities this, Lolléague feedhick
through listening sessions, via internal social networks and
‘temperature check’ surveys enabled senior leadership to better
understand colleague concerns particularly in relation to the
pressures of rising costs.

The business has continued to make significant investments in
colleague pay and benefits. All our Sainsbury’s and Argos store
colleagues now receive a base rate of at least £11.00 per hour and
£11.95 per hour for those in inner and outer London, both of which
are above the government’s National Living Wage.

Tn hurther support. our colleaaues thiough the costof living |
challenges, we've provided a food offering for our colleagues
in-our stores, depots, L.ocal Fulfilmenl Centres-and our Contact
Centre Teamns,

In response to feedback from colleagues, we have also invested
in an improved colleague discount offering with longer and more
frequent colleague discount uplifts throughout the year, provided
a second discount colleague card, widened the list of people who
could be the second user and reduced the eligibility period for
colleagues to receive a discount card.

It is vital that we have a diverse workforce, thriving in an inclusive
culture and reflecting the communities we serve. The Board
supported the commitments made by the Operating Board in
support of our Black colleagues and customers, including the
launch of Thrive with Sainsbury's the UK's first retail incubator
programme for Black-led businesses. It also supported the
commitment to increase representation of women and Ethnically
Diverse colleagues in senior leadership positions by agreeing
stretching diversity targets and mamtainmng transparency by
publishing our Gender and Ethnicity Pay Report for a third year.

Qur range of leadership development programmes includes our
Ethnically Diverse Programme, which has been running since 2019.

It ends this year having supported over 367 Ethnically Diverse
colleagues in their careers across Sainsbury’s. The newly titled
and refreshed programme for our Ethnically Diverse colleagues,
Accelerate YOU, launches in June and will focus on developing
colleagues with high potential to prepare for leadership roles in
our business.

‘More information-on our colloague engagement activitiescan

be fouind on pages 15 to 16 and our colleague engagement KPI

«can be found on page 36.
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Shareholders

We have over 100,000 shareholders, including large
institutional investors and smaller individual shareholders.

Access to capital is vital to the long-term performance of our business.
We ensure that we provide fair, balanced and understandable
information to shareholders and equity analysts and work to
ensure they have a strong understanding of our purpose, strateqy,
performance and culture.

Key shareholder priorities

During the year, we requtarty engage with shareholders tohelp

inform strateqic decision-making and to understand their views.

Qur shareholders' main areas of focus included:

— How the rnst of tiving crisis has changed consumer spernding
habits, including propensity to eat at home versus in
restaurants, and reducing the impact of inflation through
reducing the number of grocery items purchased -and/or
trading down to cheaper products, including switching out
of branded products in favour of own brand

— Ihe grocery market's response to macro-economic inflationary
pressures on raw material prices and operating costs

— The sustainability of Argns and general merchandise’s trading
momentum given-dispoesable income pressures

— Progress towards our cost savings targets and whether
‘apnportunities are unique to-our business

— Grocery market share performance, given the changing
dynamics in a competitive ervironment

— Expectations for groceries online penetration now that demand
has normalised post-pundemic

— How we will address capital allocation once our leveraye Largets
are achieved

— Providing confidence in profit, cash flow and dividend prospects

— the macroeconomic environment’s impact on the financiat
services business including demand for financial products and
potential increase in the levels of consumer bad debt

— The impart of a high interest rate environment on leveraye and
interest costs ’

3 Sainsbury plc Annual Report 2023

Engaging with our sharcholders

The Board regularly received reports and updates on shareholder
relations, summarising key feedback from our principal
shareholders derived from a programine that consisted of:

— One-on-one investor meetings with the Chair, Chief Executive,
Chief Financial Officer and Director of Investor Relations

— Real-time feedback from investors after meetings and
prosentations

— The Annual General Meeting

— Attendance at key investor conferences and tours of our stores

«—Reyular email and telephone contact with investors and
analysts

— A shareholder event for retail investors

— Dialogue with shareholder groups

— Requilar engagement with investors on Environmental, Social
and Corporate Governance (ESG)

— Analyst attendance at the Board Strateqy meetings, providing
insight and perspective on the retail sector

We continue to engage with our shareholders on our Plan for Better
commitment. We've built a regular cadence of communication,
1eporting on our progress through issuing an Investor ESG
Newsletter. In February 2023, we held our first deep dive investor
group meeting on the topic bf Nature and Biodiversity, providing
investors with the opportunity to engage in a question-and answer
session with one of our subject matter experts. This format of
engagement received positive feedback and we look forward to
hosting similar events over the course of the next year to cover
avariety of areas of interest.

Belween April and June, we engaged with a significant number
of shareholdets in response to the special resolution tabled by
ShareAction direcling Sainsbury’s to accredit as a Living Wage
Entpluger LY July 2U23. Qur recommendation to vote ‘against’
the ShareAction resolution was supported by the majority of our
shareholders, with 83231 per cent of votes cast against the resolution.

Sharehulders were keen to understand our remuneration decisions
and, through voting at the Annual General Mecting, were given

an opportunity to indicate their opinion on the 2022 Remuneration
Report. The resolution to approve the 2022 Annual Report on
Remiineration was approved with 98.53 per cent of votes cast

in favour. The Board and Remuneration Committee continued

to consult with shareholders to understand their views on key
decisions, and we will continue this dialogue in future years.

For more information, please see the Annual Report on
Remuneration on page 96.
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: Supplters '

We have over 5,800 Goods For Resale (GFR) supphers
that supply products for food, general merchandise and
clothing, and over 1,800 Goods Not For Resale (GNFR)
suppliers across the Group that support all functions,
including logistics, marketing, technology and retail.
Our suppliers range from large multi-national companies
to small independently-run businesses.

Our GFR suppliers are fundamental to the quality and variety of
products we selland enable us to meet the high standards that
we sct oursclves. -

Our GNFR suppliers provide operational excellence and access to
new technology and innovation that ensures we keep pace with
the evolving and changing needs of our business.

-Key supplier priorities
Long-term relationships -
— Cost-efficiency
— Responsible procurement, trust and éthics
- Technological advances
— Payment practices

Engaging with our suppliers

. The Board is cognisant of the impact its decisions have on
suppliers and receives regular updates on supplier relationships.
Working collaboratively with our suppliers helps us deliver
innovation in food and we continue to build stronger relatlonshnps
wnth exclusive brands.

Inurder Lo maintain consistent communication with our supply
base, our suppliers have access to online supplier portals, enabling

the sharing of news and development of new ways to work together.

The Board held a dinner with senior leaders from some of our key
suppliers. This enabled a broad ranging discussion about the
impact of the cost of living crisis, relationships between the Group
and our suppliers and the benefits of simplification in the supply
chain and trading processes.

J Sainsbury plc Annual Report 2023

. Inlune 2022 the Operating Board held a suppller event with over

1,000 suppher delegates in attendance. We updated our suppliérs’
onhow we were delivering against our Food First plan as weli as
our key strategic objectives for the year ahead. We also held a
smatterevent for-our own-brand food suppliers in September 2022
to update them on key changes that were specific to suppliers of
Sainsbury’s branded products.

Our management teams actively engage with both the GFRand
GNFR supply chains to manage key risks, including the ifipacts
of the war in Ukraine, global supply chain issues and inflation on
stock levels and logistics. This enables us to manage our supply
thiditn ard continuity of supply to customers. Additionally, we .

“hold key supplier meetings wilh Lhe Buard to turtherenhance:

communication with these stakeholders.

We take part in annual, independent surveys which benchmark
us against other retailers and highlight arcas for improvement;
these include the Supplier Advantage survey and the Grocerics
Supply Code of Practice supplicr survey. The Corporate
Responsibility and Sustainability Committee received updates
during the year on the outcomes of these surveys, which helped
shape supplier-related initiatives and prioritise focus areas to
deliver tangible improvements for our suppliers. This includes

a programme to streamline our supplier data sources into a single
platform which will be a key focus of our supplier technology
Toddiniap this year.

To achieve our Scope 3 emission reduction Laryets, we are working
collahoratively with our suppliers to reduce emissions across our

* total value chain. We have sel dedr expectations on our Plan for

Better commitments and have asked our suppliers to disclose
their emissions and reduction plans through the Carbon Disclosure
Project, Manufacture 2030 and Higg platforms, (see page 27 for
more details). As a member of the WWF's Retailers' Commitmigfit *
for Nature, we -are increasing eur engagement with key suppliers,
asking them to have approved net zero 1.5°C science-based targets
by end of 2025.

We recoqmse that our suppliers are key to protecting human rights
throughout our business activities and the Corporate Responsibility
and Sustainability Committee regularly discuss supply chain
matters. We have clear modern slavery policies for both GFR and
GNFR suppliers and actively engage with our suppliers to prevent
modern slavery and human trafficking in-‘our business operations
and supply chains. We have reported this through our Modern
Slavery Statement.
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L [

Commumttes . L ... Other examples of initiatives we have put in place to support our”
; ' . , ities d th nclude:
We play an active role in our communities, supporting communtiies unnq @ year includ : .
them through charitable endeavours and generating — Community and charity partnerships, which ralsed £345 mllhon
a positive impact on our communities worldwide. for good causes
. L o B ' : —-- Through our Nourish the Nation programme, we have raised,
+ Our business relies on resilient communities; we have a lang £7.2 million to support Comic Relief. our key food redistribution
history of building strong partnerships and making a difference in partners and local community groups

the communities we serve, both locally and internationally. The
Board supported the ongoing priorities of Helping everyone eat
better, especially in responsc to the rising cost of living, and

, supporting our communities and the most vulnerable in saciety.
This focus has enabled us to make decistons at pace and atlocate

— Supported 585 local good causes and paid over £970,000 of
- funding through our | lelping everyone eat better community,
grant schermes, which is aimed at providing access to food for

the most vulnerable people throughout the UK and helping

them out of food pover
resources and investment so that we can maximise the benefit to Y ) od pove ‘tg ) .
our Cormrunities.” 4 ~« - — Ouronqoing partnership with FareShare online has generated
) ' over £850,000 in wustomer donations
Keg commumtg prionties — Frrouraged customer initiatives over Christmas to help
., — Driving impact at a local level . champion our partner Comic Relief to provide urgent support

» s for those most affucted by the rising cost of living .

« Topping up the government’s Healthy Start vouchers, expanded
to Wales and Northern Ireland for the first time this year

~ — Tackling food poverty
— Supporting the most vulnerable

Engaging with our communities

Regular updates on our cormmunity strategy-are provided to the

Corporate Responsibility and Sustainability Committee and the

Board. Customer and colleague feedback provided the Board
+yvith valuable information on how we can bast support our,

customers and local communities, particularly in relation

to household financial challenges. We have continued our

partnership with Neighbourly, our food redistribution partner.

For more inforrnation on our communities, please sce page 17.

- Neighbourly provide an award-winning giving platform that
. helps businesses make a positive impact in their communities
* by redistributing supermarket store-level surplus food to peaple
inneed. Ims yeéar, we are pleased to have hit a significant. milestone
of donating over 10 miltion meals to those facing food insecurity
since our partnership began in 2021. We have also launched our
Nourish the Nation community programme with a long-term aim
to support communitics with access to food now and in the future.
. Worldng with our longstanding charity partner Comic. Relief. this
will fund initiatives designed to tackle food insecurity and ensure
~ communities have access to balanced, nutritional and sustamable
food sources.
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* ——Trade association meetings, including those converied by the

Government, parliamentarians -
and regulators
The UK Government and devolved administrations in

‘Scotland, Wales and Northern Ireland set the regulatory
) envuonment in which our busmess operates .

As a UK-based business and a major employer of over 152,000

colleagues, it is appropriate and responsible for a business of

our scale to engage 1n a transparent way with government and
. regulators.

Key goVemmen‘t)regulatof prioritics -
— Openness and transparency

~ — Compliance with regulation, including Groceries Supply Code
of Practrce

~

— Impact on environment
- Diversity, equity and inclusion

. Engaging with government, parliamentarians !
and regulators
The Board and the Corporate Responsibility and Sustainability
Connitiee received updales in relatlon to nur work with
yuvernment and regulators Lhrough sunnnanes on activities
rncludrng

. — Engagement with government and policymakers.through

reqular correspondence, Parliamentary and poiiticat events

— Public responses to government consultations

Dircct meetings. including store-based engagainst with
rlected representatives . . "

2" ?

; T|l&-‘ Busditlantl spr riur leaden ship have be
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British Retail Consortium, Confederation of British Industry,
and the Institute of Grocery Distribution

~- Government organised roundtables

— Participation in'government organised forums, such as the:
Retail Sector Council, Défra Retailer Foruriand Department *
for Business and Trade Retail Forum
— Liaison with regulators, including the Grocery Code Adjudicator,
HMRC, Trading Standards, Food Standards Agency and o
Environment Agency'
en in regular dialogue” .0
with Ministers and officials, primarity to ensure the-ongoing
affordability and access to groceries for our customers through
a challengmg economic climate.

As a responsible business, we proactlvelg engage with
government, devolved administrations, regulators and industry
bodies in the areas in which we nperate an public policy issues
affecting our custorners and colleagues. Our engagement is
transparent and we allow our responses to government
consultations to be made pubtic.

Key arcas where we have engugcd with governr nent clude the

. reform of business rates and the remaval of downward fransitional.

relief, implementation of the Northern Ireland Protocol and
Windsor. Framework: implementation of new High Fat, Sugar
and Salt restrictions in our stores: development of new schemes
to improve recycling, such as the Deposit Return Scheme and
the Extended Producer Responsibility; and challenges facing the

foud supply chain, such as high energy and cormmuzity cwssany

labour shortages RN
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New KPIs

J Sainsbury plc Annual Report 2023

Operational

Grocery market shave
performance (%)

Definition: Sainsbury’s grocery
market share of total market and
of full-choice supermarkets
measured by Nielsen Volume
‘Market share as at 4 March2023.

Colleague engagement

{score)'

Definition: Percentage of our
colleagues who feel that we are

a great place to work. Colleague
engagement score out of 100 from
theinternal, annual "We're Listening’
survey. Target to maintain strong
engagement score.

Financial

Retail free cash

flow (€m)

Definition: Net cash generated
from retail operations, after cash
capital expenditure and after
investments in joint ventures

and associates. Target at teast
£500 million per annum on average
102024

Retail operating cost
tosates {bps)

Definition: Retail operating costs
as a percentage of retail sales
including VAT. Target to reduce by
at least 200bps by 2024 year-end.

11.3%

in 2022/23

+300bps

in 2022/23

£645m

in 2022/23

97bps

improvement since 2019/20

GRAPH REMOVED

GRAPH REMOVED

Diversity and inclusion

Stightty behind target
Definition: We have three intermnal
measures for diversity and inclusion,
which come together to form a colleague
representation target for 2024.

GRAPH REMOVED

GRAPH REMOVED -

Customer satisfaction

. {score)

Definition: The % of ‘highly
satisfied' answers out of the total
sample in response to the following
question: Based on your most
recent visit or online order to this
Sainsbury’s, how satisfied were you
with your overall experience?

Plan for Better

commitment

Definition: Our Plan for Better sets
out our sustainability goals across
our whole business, outlining our
priority areas of focus, our key
conmitments and our progress.
See below for status against targets
in the priority areas.

Pre-tax return on capital
employed (%)’

Definition: Underlying profit before
interest and tax, divided by average
net assets excluding pension deficit/
surplus, less net debt, calculated on
a 14 point basis. Target to increase.

Underlying profit

before tax {(Em)

Definition: Profit before tax
adjusted for certain items in note 5
which, by virtue of their size and/or
nature, do not reflect the Group's
‘underlying performanice. Target to
maintain growth.

+40bps

since 2019/20 baseline

‘GRAPH REMOVED

@ Carbon-Scope a&a
Ahead of target
) Food waste
J Ahead of target

@ Carbon sdpe 3
Industry reporting challenges

Healthy & sustainable diets '
Behind target ) '

- .,

Plastic
Ahead of target

1 Inthecourseof this financial year we have moved Lo a new metric in our colleague survey.
The above improvement is based on interim surveys through the course of the year.
2. Full-choice supermarkets consists of Sainsbury’s, Tesco, Asda and Morrisons.

3. Refer to APMson page 219.

+0.2%

since 2019/20 baseline

£690m

in 2022/23

‘GRAPH REMOVED

‘GRAPH REMOVED
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Legacy KPIs
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Group measures

Underlying basic earnings

per share (pence)’

Definition: Earnings per share using
underlying profit.

GRAPH REMOVED

Retail underlying

operating margin (%)*
Definition: Underlying profit before
tax before underlying net finance
costs and underlying share of post-tax
results from joint ventures, divided by
tetail sales-excluding VAT, including
fuel, excluding Financial Services.

GRAPH REMOVED

Core retail capital
expenditure (Em)

Definition: Capital expenditure
excluding Financial Services, before
proceeds from disposal of property,
plant and equipment and before
strategic capital expenditure.

GRAPH REMOVED

Retail underlying

EBITDAR margin (%)*
Definition: Underlying profit before
‘tax before underlying net finance
costs, underlying share of post-tax
results from joint ventures,
depreciation, amortisation and
rent, divided by sales excluding
VAT, including fuel, excluding
Financial Services.

GRAPH REMOVED

Dividend per share (pence)
Definition: Total proposed
dividend per share in relation
to the financial year.

GRAPH REMOVED

Net funds/(debt) excluding
lease liabilities

Definition: Group het funds/(debt)
excluding Financial Services net
debt balances. Financial Services
balances excluded because they are
part of the daily operating cycle of
the Bank rather than for financing
purposes. Excludes lease liabilities
‘under 1FRS 16.

GRAPH REMOVED

Retail

Like-for-like sales (%)*
Definition: Year-on-year growth in
sales including VAT, excluding fucl,
excluding Financial Services, for
stores that have been open for more
than one year.

GRAPH REMOVED

Retail sales growth (%)
Definition: Year-on-year growth in
sales including VAT, excluding fuel,
excluding Financiat Services.

GRAPH REMOVED

Like-for-like transactions
growth (%)

Definition: Year-oh-gear growth
in transactions, excluding fuel.
exduding Financial Services,

for stores that have been open
for more than one year.

GRAPH REMOVED

Maintaining
balance sheet
strength

Adj net debt/EBITDAR
Definition: Net debt divided by
Group underlying EBITDAR.

GRAPH REMOVED

1. Refer to APMs on page 219.

2. 2018719 restated for IFRS 16.

3. Special dividend paid in lieu of final
dividend for 2019/20 following the deferral
of dividend decision.
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Financial Review

Group sales were up 5.4 per cent year-on-year, with an increasing contribution
from higher inflation as the year progressed. Grocery sales rose 3.0 per cent.
General Merchandise sales were down slightly with tough comparators in the
first- Quarter, but delivered a strong performance in the rest of the year. Fuel
sales grew strongly at 23 per cent reflecting oil price inflation.

Statutory profit before tax of £327 million (2021/22: £854 million) represented
a decline year-on-year, with non-underlying costs of £363 million driven by
non-cash timpairments. This.compared to prior year non-underlying profits
of £124 million, supported by significant income from legal settlements. Our
underlying profit before tax of £690 million (2021/22: £730 million) was down
against a prior year supported by COVID-19 impacts, but strongly up on
pre-pandemic levels (2019/20: £586 million).

Retail profits fell 7 per cent, reflecting investments in value as we supported
customers facing cost of living challenges. We saw significant inflation
across our cost base in line with the market. Despite this, our Save to Invest
programme enabled us to deliver a further small improvement in operating
costs as a percentage of sales, down 97 basis points against 2019/20.

Financial Services underlying operating profit rose 21 per cent, benefiting
from increased demand for credit and recovery of travel money volumes,
partially offset by higher impairment charges reflecting the economic
outlook.

Nen-underlying iterns were driven by-a £281 millien nen-cash impairment,
reflecting a material rise in the discount rate following sustained gilt rate rises.
We continued with our restructuring programme announced in November
2020, incurring £106 million of costs. We expect to incur £900 million to

£1 billion of one-off costs, with most in the period to March 2024. Of this,
‘£746miltion has been charged todate. Group statutory profit after tax'was
£207 million (2021/22: £677 miltion).

Financial Review of the year results for the 52 weeks to 4 March 2023

3 Sainsbury plc Annual Report 2023

Basic earnings per share was 9.0 pence (2021/22: 29.8 pence) reflecting the
impairment charge. Underlying basic earnings per share fell to 23.0 pence
(2021/22: 25.4 pence), down 9 per cent, broadly in line with the decline in post
tax-earnings.

We reduced non-lease net debt by £285 million, moving to a net funds
position at year end. Total net debt reduced by £415 million.

Growing sales-and our negative working capital cycle drove-a £174 million
working capital inflow resulting in strong retail free cash flow of £645 million
{2021/22: £503 million), including a dividend of £50 million from the Bank.
We will continue to prioritise the right level of investment to support our
strategy and maintain our strong balance sheet whilst paying a higher
proportion of underlying net eamings to sharehotders. Despite the decline

in profit, our dividend remains flat year-on-year at 13.1 pence per share.

Subsequent to the Group’s balance sheet date, we acquired the remaining
beneficial interest in two property investment vehicles. As a result we have
setured the freghold Tights 1o 21 high quality stores. This has beeh funded
through existing cash resources and an unsecured £575 million term facility.

We delivered a pre-tax return on capital employed of 7.6 per cent. down from
8.4 per cent in 2021/22, reflecting the lower underlying profits, but higher
‘than pre-pandemic levels. The business had £1.0 biltion of undrawn facilities
at the end of the year, in addition to the term facility discussed above.

As at 6 March 2023 the net defined benefit pension surplus under IAS 19
for the Group was £989 million (exctuding deferred tax). The £1,294 miltion
reduction from 5 March 2022 was driven by remeasurement losses caused
by significant movements in gilt markets which resulted in a substantial

decrease in the value-of the Group's pension Scheme’s-assets-and liabilities.

The latest triennial valuation as at 30 September 2021 was completed during
the year and showed a surplus of £130 million. For 2023/24 we expect total
pension scheme cash contributions of around £45 mitlion.

In the 52 weeks to4March 2023, the Group‘generated profit before tax ‘of €327 million(2021/22: £854 miltion) and an-underlying profit before taxof £690

million (2021/22: £730 million).

A number of Alternative Performance Measures (APMs’) have been adopted by the Directors to provide additional information onthe underlying
performance of the Group. These measures are intended to supplement, rather than replace the measures provided under IFRS. Please see pages 219 to 223

for further information.
S2 weeks to 52 weeks to
4 March 2023 5March 2022 Change
y i £m £m %
‘Group sales (including VAT) 35,157 33,355 54
Retail sales (including VAT) 34,626 32,924 52
Retail sates (excluding fuet, inctading VAT) 28,662 28,095 20
Group sales {excluding VAT) 31491 29:895 53
Retail sales (excluding VAT) 30,960 29,463 51
Underlying operating profit
Retail 926 1,001 g
Financial services 46 38 2
Total underlying operating profit 972 1,039 (6)
Underlying net finance costs (282) (309) 9
Undenrlying profit before tax 690 730 )
Items excluded from underlying results (363) 124 N/A
Profit before tax 327 854 (62)
Income tax expense (120) 177) 32
Profit for the financial period 207 677 (69)
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[2weeks to S2'weeks to

4 March 2023 5 March 2022 Change
gt £m £m %
Underlying basic earnings per share 230p 254p (9)
‘Basit earnings per share 90p 298p (70)
Interim Dividend per share 39p 3.2p 22
Final Dividend per share 92p '99p (U]
Total Dividend per shave 131p 131p -

The business delivered a strong performance against a tough comparison last year which benefited from elevated COVID-19 sales. The ongoing cost programnie
helped us mitigate the impact of rising operating cost inflation and invest ahead of competitors to deliver for customers, colleagues and shareholders. We have
consistently prioritised protecting value for customers, raising prices behind the market, and this remains key to our strategy to grow volume market shaie.
Woe have supported colleagues throughout the year with three pay rises and are delivering a higher dividend payout ratio for shareholders, supported by

strong tash generation.

Group sales

Group sales (including VAT, inctuding fucl) increased by 5.1 per cent ycar- on-ycar. Retail sales (including VAT, excluding fuel) increased by 2.0 per cent,
Fuel sales increased by 234 per cent and Financial Services sales increased by 23.0 per cent.

52 weeks to 52 weeks to

4 March 2023 S March 2023 Change
Total sales performance by category £bn £bn %
Grocery ) 217 210 30
General Merchandise 60 61 {04)
Clothing 10 10 390)
Retail (exc. fuel) 287 281 20
Fuel sales 60 48 234
Retail (inc. fuel) 346 329 52

Qur Grocery customers managed their spend carefully, buying into own branded products and our strong promotional plar to partly offset the impact of
significant marlet wide grocery inflation. This helped us deliver relatively resilient volumes within a context of volume decline across the market. We continued
to prioritise value for customers, inflating behind key competitors. Grocery sales strengthened through the year as inflation increased. The successful delivery
‘of key-ovents (Platinum Jubilee, World Cup, Christmas and Valentine’s Day) and an-exceptionally hot'summicr also helped drive sates growth after a tough

first quarter COVID-19 comparative.

General Merchandise sales declined against strong COVID 19 comparatives in the first quarter but grew from the second quarter, with Argos delivering market
share gains in a weak market. A strong performance in Consumer Electronics & Technology was driven by improved availability and increased collaboration
‘with supplicrs on ey product tines. Smatl Domcstic Appliances, particularly air fryers and clothes airers, at3so proved popular &3 custormers reacted to

cost-of-living concerns and social media trends.

Clothing sales growth was adversely impacted by a first quarter that annualised clevated sales the prior year when COVID-19 restrictions closed noin-esseiitial

retail stores.

Fucl sales increased by 23.1 per cent, driven entirely by higher marleet prices reflecting oil price inflation and a weakened sterling exchange rate. Sainsbury's

increased its share of the fuel market.

52 weeks to S52weeks to

TFotal sates performancebycharmel 4March2028  SMarch2022
Total Sales fulfilled by Supermarket stores 19% (20)%
Supermarkets (inc. Argos stores in Sainsbury's) 4.8% (1:8)%
Groceries Online (13.5)% 4.7)%
Convenience 9.9% 88%

Sales in Supermarkets grow by 4.8 per cent as customers retumned to stores following COVID-19 distortions in the prior year. Conversely, Grocerigs Online
sales.decrcased by 13.5 per cent.over the year-asdemand normalised, but were 81.per cent higher than pre-pandemic levels in 2019/20. Convenience sales
increased by 9.9 per cent, with growth strongest in Food on the Move city centre stores and more urban locations.

52 weeks to S52weeks to
Retall like-for-like sales performance . 4March2023 5 March 2022
Like-for-like sales fexc. fuet) 26% 23)%
Like-for-like sales (inc. fuel) 57% 36%

TRetail like-forlike (LFL) sales; excluding fucl, increased by 2.6 per cent (2021722.23 per cent decrease), driven by Grocery, with sales giowlh stienytheriing
throughout the year.
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Space
In 2022/23, Sainsbury’s did not open any new supermarkets and closed three (2021/22- apened four new supermarkets and closed four). There were 13 new
Convenience stores opened in the year and eight were closed (2021/22: 19 opened and 23 stores closed).

During the period, two standalone Argos stores were opened alongside 24 new Argos stores in Sainsbury’s while 45 standalone Argos stores were closed,
in line with our Argos transformation plan. The number of Argos collection points in Sainsbury's stores increased from 335 to 420. As at 4 March 2023, Argos
had 709 stores including 424 stores in Sainsbury’s.

. Asat Extensions/ Asat

5March Di Is/  refurbish ! 4 March

Store numbers and retailing space 2022 New stores closures downsizes 2023
Supermarkets 598 - 3) 24 595
Supermarkets area ‘000 sq. ft. 20,803 - 62) (25) 20,716
Convenience 809 . 13 8) - 814
‘Convenience area "000'sq. ft. 1,918 40 {22) - 1,936
Sainsbury’s total store numbers 1,407 13 (13 24 1,409
Argos stores 328 2 (45) - 285
Argos.stores in Sainsbury's 400 24 - - 424
Argos total store numbers 728 26 {45) - 709
Argos collection points 335 92 7 - 420
Habitat 3 - - - 3

In'2023724, we expect to open three supermarkets and around 25 new convenience stores, and to close around one supermarket and five to ten convenience
stores. In addition, we expect to open around 30 Argos stores inside Sainsbury's, and close around 100 Argos standalone stores, including 34 stores in Ireland.

In the UK, we expect the standalone Argos store estate will reduce to around 180 stores by March 2024, while we expect to have 430-460 Argos stores inside
Sainsbury’s supermarkets as well as 450-500 collection points. We had previously guided to around 160 standalone Argos stores by this date. This change
reflects further progress in rent negotiations.

Retail underlying operating profit

52 weeks to S2weeks to
. FMarch S Marth Yov
Retafl underlytng operating profit 2023 2022 Change
Retail underiying operating profit (Em)! 926 1,001 (75)%
Retail underlying operating margin (%)? 299 340 (41)bps
Retail underlying EBITDA (Em)* 2,060 2,145 (4.0)%
Retail underlying EBITDA margin (%)* 6.65 728 (63)bps

Retail underlying earnings before interest. tax and Sainsbury’s underlying share of post-tax profit from joint ventures.
. Retail underlying operating profit divided by retail sales excluding VAT.

. Retail underlying operating profit before underlying depreciation and amortisation of €1,134 million.

. Retail underlying EBITDA divided by retail sales excluding VAT.

Bow N e

Retail underlying operating profit decreased by 7.5 per cent to £926 million (2021/22: £1,001 miltion) and retail underlying operating margin decreased by
41 basis points year-on-year to 2.99 per cent (2021/22: 340 per cent). These declines reflect our investment in value, reduced volumes and higher levels of
operating cost inflation, offset by both higher fuel sales and our ongoing Save to Invest programme.

Continued step changes in-our retail operating model delivered savings, ed by-enhanced labour preductivity, structural distribution platferm savings-and
ongoing optimisation of our estate through front end configuration.

In 2023/24, Sainsbury’s expects a retail underlying depreciation and amortisation charge of around £1.150 million, including around £450 million right of use
asset depreciation.
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Financial Services

Financtal Services results

12 months to 28 February 2023 2023 2022 Change
Underlying revenue (€Em) 531 432 3%
Interest and fees payable (£Em) (84) (57) 47%
Total income (€m) 447 375 19%
Underlying operating profit (£m) 46 38 21%
Net interest margin (%)' 51 45 60bps
Cost:income ratio (%) 66 74 (800bps)
Bad debt as a percentage of lending (%)? 21 12 90bps
Active customers (m) — Bank 19 18 2%
Active customers (m) — AFS 21 21 -
Tier 1 capital ratio (%)* 155 156 (10bps)
Total capital ratio (%)* 179 181 {20bps)
Total Customer lending (£bn)® 53 51 4%
Unsecured lending {£bn) 47 43 10%
Secured lending (£bn) 06 08 (27%)
Customer deposits (£bn) a7 4.2 12%
1. Netinterest receivable divided by average interest-bearing assets.

2. Bad debt expense divided by average net lending.

3. ‘Comman equity Tier 1 capital divided by risk-weighted assets.

4. Total capital divided by risk-weighted assets,

S. Amounts due frorm customers at the Balance Sheet date in respect of loans, mortgages, credit cards and AFS credit, net of provisions.

Financial services underlying operating profit of £16 million is up £8 million
(2021/22; £38 million), primarily driven by increased customer demand for

credit and Travel Money, tempered by higher impairments and increased costs.

Net Interest Margin increased 60bps, with net interest income up 15 per cent
due to a higher mix proportion of unsecured lending, improving yields and
a focus on managing the increased cost of funding. Fee income has shown
recovery post COVID-19 within Travel Money as demand for foreign travel
returns and in Credit Cards due to higher Retail spend. The recovery of
«credit-dernand helped drive unsecured tending balances growth of 10 per
cent year-on-year, resulting in total income up 19 per cent to £447 million
(2021/22: £375 million).

The Cost:income ratio reduced to 66 per cent (2021/22: 74 per cent), driven
primarily by the volume-driventecovery in income, together with careful
management of yields, funding and costs.

Highor impairments reftect both the latest ecconomic outlook assumption3
on inflation and unemployment, as well as higher unsecured lending
balances and tough comparators in the prior ycar. Bad debt cxpense as

a percentage of lending increased 90bps year-on-year to 2.1 per cent
(2021/22: 1.2 per cent), reflecting the above as well as the higher proportion
of unsecured lending balances as the mortgage book runs down.

As disclosed at 1ast year’s preliminary results, a £50 million dividend was
paid from Sainsbury’s Bank to the Group for the first time in Aprit 2022.
The Bank remains well capitalised with a Total Capital ratio of 17.9 per cent
(2021/22: 18.1 per cent).

‘We expect Financial Services underlying operating profit for 2023/24 to be
broadly in line with 2022/23.

Underlying net finance costs

Undorlying net finance costs reduced by 9 per cent to £282 million (2021/22.
£309 miltion). These costs include £26 million of net non-lease interest
(2021/22: £40 million). The reduction of net non leasce interest was driven

by increased interest incomme, where the benefit from higher interest rates
was supported by higher cash balances. Financing costs on leasc liabilities
reduced to £256 million (2021/22: £269 million), due primarily to the declining
remaining term of the existing lease portfolio, with lower costs associated
with leases as they age. .

Sainsbury’s expects underlying net finance costs in 2023/24 of between
€205 million  £305 million, including around £245 million - £255 million
lease interest.

Items excluded from underlying iesults

In order to provide shareholders with insight into the underlying
performance of the business, items recognised in reported profit before
tax which, by virtue of their size and or nature, do not reflect the Group’s
‘undertying performance are excluded from the Group'sunderlying results
and shown in the table below.

52 weeks to 52weeks to

4 March SMarch

2023 2022

Items excluded from undertying 1\ £m £m

Restructuring and integration programmes (106) (103)

Impairment charges (281) -

Restructuring, impairment and (387) (103)
integration

Income recognised in relation to legal disputes 30 182

Software as a service-accounting adjustment - 21

IAS 19 pension income 58 11

Property, finance and acquisition adjustments (64) 55

Items excluded from underlying results (363) 124

— Restructuring and integration costs of £106 million {2021/22: £103 million)
include £106 million (2021/22: £92 million) relating to the structural
integrationof Sainsbury's-and Argos-announced in November 2020. Cash
costs in the year were £50 miltion (2021/22: £114 million). We still expect
to inciir one off costs from these retail infrastructure and operating
model changes of around £900 million to £1 billion, with cash costs of
around £300 million, with the majority to be incurred in the period to
March2024. To date we have incurred costs of ‘€746 millionand cash costs
of £203 million. In 2023/24 we expect to incur cash costs of around £60
million in relation to this programme.

— Non-cash impairments of £281 million were driven by a material increase
in the underlying discount rate, tollowing sustained increases in gilt
interest rates (2021/22: £nil).

— Income recognised in relation to leqal disputes of £30 million (2021/22:
£182 million) primarily relates to settlernents for overcharges from
payment card processing fees and is shown net of legal fees. £30 million
of tash'was teteived h the year (2021722: €107 mitlion).

— 2021/22 included a non-cash cost of £21 million relating to software as
a'service following the 1FRS interpretations committee ‘clarification‘of
how these costs should be treated and represented the out of period
impacts of this change.

— IAS 19 Pension income rose to £58 million (2021/22: £11 million) driven by
the increased net surplus brought forward from the 2021/22 year end and
an increased discount rate which reduced pension scheme liabilities.
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— Other movements of £64 million expense (2021/22: £55 million income)
relate to property losses, acquisition adjustments and non-underlying
financing costs. The adverse year-on-year movement is primarily driven
by aloss on-energy derivatives of £29 million (2021/22: £76 million gain)
caused by lower energy prices. The energy derivatives relate to
long-term, fixed price power purchase arrangements (PPAs) with
independent producers. These are accounted for as derivative financial
instruments, but are not designated in hedging relationships. Therefore
gains and losses are recognised in the income statement. Decreases in
electricity forward prices in the year have led to loss on the related
derivative financial instruments. In-additien, the Group recerded-a total
cost of £10 million related to property transactions, including expenses
related to the Post Balance Sheet Event disclosed below, and a loss on
disposal of non-trading properties (2021/22: £7 million profit).

Taxation
The tax charge was £120 million (2021/22: £177 miltion). The underlying tax

rate (UTR) was 22.8 per cent (2021/22: 21.1 per cent) and the effective tax rate
(ETR) was 36.7 per cent (2021/22: 20.7 per cent).

The UTRis higher thanthe previous year. This teflects the impact of a similar
value of tax adjusting items as last year having a greater proportional impact
on lower profits in the current year. In.addition, the previous year benefited
from the agreement of a number of open returns with HMRC.

The ETRis higher than the prior year largely due to non-deductible expenses,
particularly in respect of non-underlying impairment charges and the
impact of restructuring in Ireland, giving rise to trade losses which will
extinguish rather than being available for future offset. The effective tax rate
is also higher than the standard rate of UK corporation tax due to the impact
of non-deductible capital expenditure and non-underlying costs.

Sainsbury’s-expects-an underlying tax rate in 2023/24-of around 29 per-cent,
with the increase being driven primarily by the change in the standard rate
of UK corporation tax from 1 April 2023.

Eamnings per share

‘Underlying basic eamings per-share decreased to 23.0 pence (2021/22:
25.4 pence), primarily driven by the decrease in underlying profit.
Basic earnings per share was 9.0 pence (2021/22: 29.8 pence per share).

Dividends

The Board has recommended a final dividend of 9.2 pence per share (2021/22:
9.9 pence). This will be paid on 14 July 2023 to shareholders on the Register
of Members at the close-of business-on 9 Jure 2023. The Group’s policy

to pay a dividend of around 60 per cent of underlying earnings has allowed
us to maintain a full-year dividend of 13.1 pence (2021/22: 13.1 pence).

Sainsbury’s has a Dividend Reinvestment Plan (DRIP), which allows
shareholders to reinvest their-cash dividends in our:shares. The last date
that shareholders can elect for the DRIP is 23 June 2023.

Net debt and retail cash flows

As at 4 March 2023, net debt was £6,344 million (5 March 2022: £6,759
million). a reduction of £415 million (2021722: €290 million increase).
Excluding the impact of lease liabilities on net debt, Sainsbury’s reduced net
debt by £285 million in the year, moving to-a net funds position of £144
million (5 March 2022: net debt of £141 million). We continue to expect to
generate retail free cash flow of at least £500 million in the coming year'.

Net debt includes lease liabilities under IFRS 16 of £6,488 million (2021/22:
£6,618 million). L.ease liabilities decreased by £130 million.

Group net debt includes the impact of capital injections into Sainsbury’s
Bank, less dividends received, but excludes Financial Services’ own net debt
balances. Financial Services balances are excluded because they are part of
the daily operating-cycle of the Bank rather than for financing purposes.

1. Excludes the Supermarket Income REIT property transaction.
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Retatl Retail
52weeksto  52weeksto
4 March SMarch
2023 2022
y cash flow ? £m £m
Retail underlying-operating profit 926 1,001
Adjustments for:
Retail underlying depreciation and amortisation 1,134 1144
Share based payments and other 49 54
Retail exceptional operating cash flows (23) 3)
{excluding pensions)?
Adjusted retail operating cash flow before 2,086 2,196
changes in working capital®
Decrease/(increase) in working capital® 174 (185)
Net interest paid? 307) (323)
Pension cash contributions (449) 71)
Corporation tax paid {99) (23)
Adjusted net cash generated from 1,810 1,594
operating activities®
Cash capital expenditure? (717) (645)
Repayments of lease liabilities (512) (491)
Initial direct costs on right-of-use assets (16) 3
Proceeds from disposal of property, ptant and 29 46
equipment
Dividends and distributions received® 51 2
Retafl free cash flow 645 503
Dividends paid on ordinary shares (319) (238)
Repayment-of borrowings® 149) {256)
Other? (32) 27)
Net increase/(decrease) in cash and cash 254 {18}
equivalents
Decrease in Debt 552 747
Conversion of perpetual convertible bond* - 240
Other non-cash and net interest movements® (391) (1.259)
Movement in net funds/(debt) 415 (290)
Opening net debt (6,759) (6,469)
Closing net debt (6,3449) (6,759)
‘of which
Lease liabilities (6,488) (6.618)
Net funds/(debt) excluding lease liabilities 144 (141)

. See note 7 for areconciliation between Retail and Group cash flow.

Excludes working capital and pension contributions. .

. Refer to the Alternative Performance Measures on pages 219 to 223 for reconciliation.

. €242 million of the £250 mitlion perpetual convertible bond converted. Given a carrying value of £248
million this resulted in a £240 million reduction in net debt.

5. ‘Other non-cash includes new leases and tease moditications and fair value movements on derivatives

used for hedging long-term borrowing.

SwN

Adjusted retail operating-cash ftow before‘changes in'workingcapital
decreased by £110 million year-on-year to £2,086 million (2021/22: £2,196
million) due to lower underlying profit and increased non-underlying costs.
Higher retail non-underlying operating cash flows of £23 million (2021/22: £3
million) largely reflected lower legal disputes income offsetting restructuring
costs. Working capital decreased by £174 million (2021/22: £185 million
increase) in line with expectations, primarily driven by sales growth and

a return to nermal phasing-of working capital following COVID-19 impacts.

Corporation tax paid increased to £99 million (2021/22: £23 million) with last
year benefiting from payments made in 2020/21 before the decision to forgo
business rates relief which subsequently reduced taxable profits in that year.

Pensions contributions of £44 miltion (2021/22: £71 million) are down versus
last year in line with the long-term pension funding framework and the
triennial valuation agreed with the pension Trustee. Proceeds of £29 million
(2021/22: £46 million) resulted from disposals of non-trading sites.

A-€£50 million dividend was received from Sainsbury’s Bank (2021/22: €nit).

Retail free cash flow increased by £142 million year-on-year to £645 miltion
(2021/22: £503 million), with the year-on-year movement driven by the
working capital reduction and the dividend received from Sainsbury’s Bank,
partly offset by higher capital expenditure and ‘corporation tax. Retail free
cash flow was used to fund dividends and reduce borrowings.
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Dividends of £319 million were paid in the year, which were covered 2.0 times
by free cash flow (2021/22: 2.1 times).

The Group has right sized its access to-contingent funding with credit facilities
reduced from £1,450 million to £1,000 million. At 4 March 2023, this facility
remained undrawn. During the year, the Group arranged a three-year
unsecured £575 million Term Loan facility with a maturity date of March 2026
to part fund the transaction disclosed in Post Balance Sheet Events below.
This replaced the €575 million unsecured tenm facitity that 'was due to thature
in November 2024 detailed at Interims as a Post Balance Sheet Event.
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The Trustee has since taken action to partially reinstate the interest rate
hedging ratios. The Trustee has also reviewed the collateral sufficiency
framework which ensures sufficient high quality liquid assets are maintained
in‘order to meet liquidity requirements, even in times of market stress and
volatility. The tevel of collaterat that the Scheme can call on at any time is
well above the limits suggested recently by the Pensions Regulator.

For 2023/24, total pension scheme cash contributions are expected to be
around £45 rillion.

Sainsbury's Argos Group Group
Capital expenditure asat asat asat asat
. . 3 . N 4 Mmarch 4 March 4 March SMarch
Core retail cash capital expenditure was £717 million (2021/22: £645 million). Retirement benefit 2023 2023 2023 2022
This was in line with expectations and higher than recent years, when obligations £m £m £m £m
projects were delayed due to COVID-19. Present value of funded (5,128) (793) (5,921) (9.373)
. ) ) . ) o . ‘obligatians
Serbunis et core et cash captal endiure AN FINGEl | porvaeoipinases 6007 sm 634 1)
' Pension surplus 879 134 1,013 2320
Financial Ratios Present value of unfunded 12) (12) (29) (37
obligations
32 weeks to 52weeks to Retirement benefit surplus 867 122 989 2283
Key fnanclal rattos dMarch2023 Swarch20Z | Deferred income tax liability  (262) (68)  (330)  (640)
Return on capital employed (%)' 76 84 | Net retirement benefit 605 54 659 1,643
Net debt to EBITDA? 30 times 31times surplus
Fixed charge cover® 2.7 times 28 'times

1. ROCE:Returnis defined as a 52 week rolling underlying profit before interest and tax. Capitat employed
Jis defined.as Group net assets excluding the pension deficitsurplus less-net debt (excluding perpetual
securities). This is calculated using the average of 14 datapoints - the prior year closing capita!
employed. the current year closing capital employed and 12 intra-year periods as this more closely
aligns to the recognition of profit.

2. Net debt of £6.344 million includes lease obligations under 1FRS 16. divided by Group underlying
EBITDA of £2.139 million.

3. Group underlying EBITDA divided by rent (both capital and interest) and net undertying finance costs.
where interest on perpetual securities is treated as an underlying finance cost.

Sainsbury's continues to target leverage of 3.0x - 2.4x to deliver a solid
investment grade balance sheet and net debt continues to reduce. Year-end
leverage of 3.0x reflects higher average capital employed as a consequence
of the exercise of purchase options on 21leased supermarkets previousty
disclosed in last year's Group's results. The completion of the property
transaction-detailed within Post Balance Sheet Events will result inlower
lease debt and an overall reduction in net debt.

Return on capital employed (ROCE) has declined primarily due to lower
earnings, with higher capital employed driven by an increase in the average
valueof right-of use assets and derivatives. Fixed charge cover is stabte.

Defined benefit pensions

The Pension Scheme is valued on different bases for different purposes.
For the corporate annual accounts, the value of the retirement benefit is
calculated under 1A% 18 while the funding of the Schemeis determined
by the Trustee’s triennial valuation. The last triennial valuation, as at

30 September 2021.and-agreed in October 2022, showed-a surplus.of
£130 million (when the IAS 19 Surplus was recorded as £720 million) and
there was no change to the Asset Backed Contributions structure that
was agreed in 2019.

At 4 March 2023, the net-defined benefit surplus under 1AS 19 for the Group
was £989 million (excluding deferred tax). This represents a £1,294 million
reduction from the prior year-end date of 5 March 2022. This was driven by a
lower accounting value of the Scheme's liabilities (higher discount rate used
to calculate the present value of benefits, an adjustment to the expected
future tmprovernents th mortality slighitly offset by higherthan expected
inflation), more than offset by a decrease in the market value of assets. The
asset value decrease was due to a reduction in the value of liability driven
investment assets which the Scheme used to match the value of liabilities
and provide a hedge against changes in inflation and interest rates.

Significant movements in gilt markets as a consequence of the political
events of late 2022 resulted in the Trustee reducing the level of interest rate
hedging in the Scheme. Coinciding with a fall in gilt yields, this reduced

the ongoing funding level. However, there has been no change to the
contributions to the Scheme, and the Company does not currently anticipate
there to be any impact on the contributions from the 2024 triennial valuation.

Post Balance Sheet Events

Property transaction— Supermarket income REIT

Subsequent to the balance sheet date, on 17 March 2023 the Group completed
the purchase of a commercial property investment pool, known as Highbury
and Dragon, in which it already held a beneficial interest. The investment
pool contained 26 supermarkets, all of which were formerly leased to
Sainsbury’s. Of the 26 stores acquired, 21 will be retained and five sold.

We will enter into new 15-year leases on four of the five divested stores.

The total consideration of £431 million (excluding costs) consists of three
tranches: £279 million was paid immediately, £117 million is due on 10 July
2023, and the third tranche of £35 miltion is conditional on the sale of five
stores from the property pool. In addition, the Group will fully fund the bond
tedemptions attached to the property pool, of which£170.5 million was paid
on 20 March 2023, and £130.4 million will be paid on 13 July 2023. The Group
will fully fund the consideration and bond redemptions by utilising the
Group's cash resources and also by drawing under the three-year unsecured
term loan. This will result in a reduction of lease debt of £1,042 mitlion and
drives an overall reduction in net debt and ongoing lease costs.

3a uuﬁ!%-:;jms 12025 09.32 GMT 1)

Blathnaid Bergin
Chief Financial Officer
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Principal Risks
and Uncertainties

Risk management is an inherent part of doing business; it balances
risk and reward, determined through a careful assessment of both
the potential outcomes and impact, as well as risk appetite.

Below andon the following pages, we set-out an-overview of our risk
management framework, the principal risks at year end, ongoing
mitigations.and how these align to our strategy. The Operating Board
monitors these principal risks on an ongoing basis, considering our
risk appetite and flexing mitigations where appropriate.

Our approach to risk management
Our risk management framework is designed to:

— identify key risks that are aligned to our strategy but could
prevent us from achieving our strategic objectives

— assess thelikelihood of these risks occurring, in combination
with both the operational, reputational and financial impact they
may introduce

— manage the risks through implementing appropriate mitigation
plans and controls, in line with our risk appetite and tolerances

— monitor and report on our risks, key risk indicators, associated
mitigation plans and changes to the internal/external
environment to the relevant governance fora

The following diagram provides an overview of the key risk

management activities undertaken by leadership that support this

risk framework and allow the Board to fuifil its obligations under the

2018 Corporate Governance Code. Please refer to pages 69 to 70 for

the role and remit of these ‘governance bodies.

plcBoard — Annual internal controls certification

: . ‘bymanagement
Review of risk process, corporate L i .
risks and approval of risk disclosures - Pflncnpal Risk and Uncertainty
disclosures

!

Audit Committee
Corporate risk updates, deep dives
and approve risk framework

t

~— Corporate and emerging risk maps
reviewed

— Risk deep dives received

— Risk.policy and framework approved

— Internal audit reporting

— Corporate risk map updated and

Operating Board actions monitored
Biannual Corporate risk updates e, e
and deep dives — Riskdeep dives received

— Emerging risk map reviewed
T e
Risk identification and pf isk
monitoring _— Goyernance orum risk maps

reviewed

f

Divisional leadership teams
Bottom-up riskidentification

— Divisional risk maps reviewed
and challenged

— Divisional emerging risk map
reviewed

— ‘Monitor risk Tritigation ptans

The plc Board has overall responsibility for risk management, the
system of intemnal control, and for reviewing the effectiveness of
these at least annually. As such, they have approved our principal
risks disclosure, as set out on pages 46 to 57. Certain responsibilities
have been delegated to the Audit Committee, as outlined on page 85.

J Sainsbury plc Annual Report 2023

Our risk management process

The Risk and Internal Audit team facilitate ‘bottom up’ risk
workshops with divisional leadership teams to identify the key risks
which may prevent the achievement of their objectives. A risk map
is maintained for each division, setting out key risks and their gross,
net and target positions. A consolidated view of relevant risks —

and the effectiveness of mitigating activities — are also discussed

at relevant governance fora covering: safety; data governance;

and environment, social and governance matters.

The o.pérating Board maintains the overall corporate risk map, which
captures the key risks to achieving our strategic objectives. In the
past year the Operating Board agreed a risk appetite statement and
supporting measures for corporate risks.

The Operating Board formally reviews the corporate risk map from
a 'top down’ perspective twice a year, to discuss and agree the level

‘of risk within the business and that the business is prepared to

accept for each key risk. Actions and a target risk position are agreed
for.any risks where management's risk appetite differs to the current
net position. This enables the Operating Board to agree and monitor
appropriate actions as required.

A risk dashboard is maintained for each corporate risk, setting

out the risk, causes of the risk. risk appetite, risk measures and
tolerances, key mitigations and any actions to reach the target risk
position. The Operating Board also reviews and chatlenges the output
of the bottom-up risk process, considering new risks, movements

in the position of risks and key thernes.

Operating Board members also confirm annually that the corporate
risk map accurately reflects their view of key risk across the
organisation, that they are responsible for managing risks relevant

to their division and that internal controls exist to provide reasonable,
but not absolute, assurance that the risks in their areas of responsibility
are appropriately identified, evaluated and managed; this is also
reported to the Board.

The Risk and Internal Audit team provide the Audit Committee with
a risk management update at each meeting, which includes an
overview of changes to the corporate risk map and risk disclosures
agreed by the Operating Board for their review and comment.

Risk and Internal Audit also provide independent assurance to
management and the Audit Committee.

The Audit Committee Chair provides updates on Risk Management
to the plc Board.
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Changes to principal risk disclosures ,
As described above; the principal and emerging risks are discussed
-and monitored throughout the year to identify and respond to
" changes in the risk landscape. '

There have been no changes to the principal risks we are disclosing -
~ compared to last year. - '

There has been one movement in the net position of risks during. -
the year. This risk relates to our ‘Trading Environment’, reflecting
the significant external factors that are influencing our customers, -
" supplicrs, supply chains and therefore our operations and valuations
in the current economic climate. The net position of all other
corporate risks remains unchanged from last year.
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Our Principal Risks

“Thie nust significant principél risks identified by the Board and the

associated mitigations are set out on the following pages, This year,
we have ordered them to first show those that have been included -
in the risk modelling undertaken as part of the preparation of the

" viability statement (see page 59). This reflects that these risks have

the potential to have the larqest impact on the business. They are
highlighted with this symbol: (¥):

We have ~alsé dearty set-out the link between each principal risk-and.

the Group's key performance indicators (see page 36) and continue to -

highlight the link with the strategy of the business, as follows:

@ Food First
Q) ) )
5
Thenet risk movement from the prior year for each principal risk and

uncertainty has been assessed and is presented as follows:
sk

Brands that Deliver

Save to Invest
Connected to Customers

Plan for Better

@ No @ Increased net @ Reduced net
change risk exposure Hsk exposure
Mitigations in place, supporting the management of therisk toa net
rislc position, are also deseribed for each principal risk. :
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Business continuity, operational resilience and major incident response @

Risk

Mitigations

A major incident or catastrophic event could affect the business
or its individual brands’ ability to trade. Sainsbury’s exposure to
operational resilience and major incident risks may be greater
because of operational complexities and some ageing systems.

External factors such as the Russia/Ukraine conflict, increased costs
of fuel and resilience of global supply chains have impacted the
business at points through the year. Such disruptions are actively
managed either through day-to-day ways of working or if needed,
through the Incident Response Team (IRT).

The IRT was convened at various times through the year including
to support our response to'Queen Elizabeth II's passing, external
protests and operational issues.

Direct oversight: Operating Board

Link to strategy: @ B Q@ @

Link to key performance indicators: nla

Movemnent: @

- The Operating Board sets the operational resilience strategy
for the business

— The Operational Resitience Committee, which includes
representatives from functions across Sainsbury’s, including the
Bank, meets regularly to implement the operational resilience
policy and strategy

— Internal Audit reviewed Operational Resilience arrangements
during the year to give assurance over the design, implementation
and effectiveness of the framework

— Business-wide resilience exercises are undertaken to imitate real
life business continuity scenarios-and test our ability to respond
effectively. This includes testing our emergency call cascade.
Actions in response to lessons learnt are agreed

— Key business processes are assessed for operational resilience
against a set of minimum standards and contingency measures
regularly tested. Remote working solutions have reduced the risk
of loss of a key site

Crisis management

— In the event of any unplanned or unforeseen events, the IRT is
convened to manage the response and any associated risk to
the business

— The IRT Chair reports to the Operating Board, which provides
strategic direction and decision making across financial,
operational and regulatory matters, considering all stakeholders




Strategic Report 3 Sainsbury plc Annual Report 2023 47
Business strategy and change @ RISK DEEP DIVE
Risk Mitigations

The strategy requires significant, concurrent change activities to-be
delivered in the right sequence and at pace to drive business value.
Key risks associated with this include an inability to prioritise
resources to deliver competing change activities and/or not having
the right skills, capabilities and culture in place to deliver and embed
the required changes/within required timescales.

Direct oversight: Business Performance Review, Operating Board

Link to strategy: g3 358 8 @ €3

Link to key performance indicators: Nl metrics, associated with
our objective of delivering for customers and driving stronger
financial outcomes

Movement:

©)

—Qur business strategy, as set-out in this Strategic Report,
is focused on the following priorities:
~—Food First
~— Brands that Deliver
— Save to Invest
— Connected to Custorners
— Plan for Better

— The central transformation office supports visibility.and
prioritisation across the major change portfolio. This means
we bring together all of the key elements of transtormation
across the business, to ensure we realise maximum value whilst
balancing risk and operational performance

— The Operating Board has regular sessions to discuss strategy,
supported by a dedicated Strategy team. The Operating Board
engages with a wide range of stakeholders — including
shareholders, colleagues, customers and suppliers — to ensure
our strategy remains relevant

— To ensure focus is maintained on delivering the strategic priorities
of the business, major new transformational change projects are
approved by the Operating Board once they have been through
robust challenge on expected costs and benefits, proposed
timeframes for achieving the benefits and risks associated with
their delivery. The Board also monitors and reviews the inyear
implementation of the plans to meet budget targets through
weekly and periodic formal reviews
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Customer ()

Risk

Mitigations

Our business includes Sainsbury’s, Argos, Habitat, Tu dothing,
Nectar and Sainsbury’s Bank. The business, across all brands,

must continue to evolve to meet customer needs and deliver great
customer experiences.

A failure to align with, and respond to changes in-customer sentiment,
behaviours, expectations and circumstances, exacerbated by
changes in customer behaviours as the cost of living crisis continues
to evolve, will impact our ability to retain existing and attract

new customers.

Direct oversight: Operating Board and Sainsbury’s Bank Management
Board; Customer, Commercial and Channels Forum

Link to strategy: g3 %88 @

Link to key performance indicators: Strong customer
satisfaction scores

Movement:

®

— The Customer, Commercial and Channels Forum, chaired by the
Chief Marketing Officer, is responsible for ensuring the customer
is at the heart of our decision making

— Customer trends, attitudes and behaviours are continually
monitored over time through their response to-our propositions
and feedback, as well as reviewing future customer and macro
trends on a quarterly basis, to help set future direction. We use
Lettuce Know, a weekly customer survey, to track customer
satisfaction directly and target to maintain our positive
differential compared to peers

— We continue to invest in digitising the Nectar Loyalty scheme
which provides us with a rich source of customer data and insight
that is reviewed and embedded right across the business

— We continued to focus on value, quality, innovation and
convenience, reflecting both what existing customers want and
what will attract new customers. Our focus on Helping everyone
eat better means we are committed to delivering good food
at reasonable prices, supporting our customers in the cost of
living crisis

— In terms of value, quality and innovation, we delivered the Aldi
Price Match campaign throughout the year, refreshing it regularly
to respond to-customer feedback, launched nearly 1,400 new
products and introduced My Nectar Prices, providing a range of
national and personalised pricing for customers

— In terms of convenience, we continue to monitor and flex our
ways of working to meet customer demand for how they want to
shop, particularly as the customer behaviour continues to evolve
post COVID-19 pandermnic and as the-cost of living crisis impacts
how and where customers shop. As well as our traditional
channels, we have invested in our contactless channels such-as
SmartShop, Click & Collect and Groceries Online. In particular,
SmartShop propositions and participation has been a key focus
to help customers understand how it can support them managing
their spend and saving money in-store

— We have implemented change across our stores and websites to

reflect the new High Fat, Sait and Sugar legislation in a manner
focused on helping our customers navigate the change
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Data security (v) RISK DEEP DIVE
Risk Mitigations

1t is-essential that the security-of custorner, colleague and Company
confidential data be maintained. A major breach of information
security could have a significant negative financial and reputational
impact on the business.

The risk landscape is increasingly challenging with deliberate acts
of cybercrime including ransomware attacks on the rise, targeting
all markets and heightening the risk exposure to broader business
disruption as well as to data breaches.

Direct oversight: Data Governance Committee

Link to strategy: Q)

Link to key performance indicators: n/a

Movement: @

— A Data Governance Committee {BGC) is in place to-oversee the
management of colleague, customer and commercial data,
information.security and associated awareness and training.
Metrics to measure alignment to risk appetite are reviewed in
each meeting

— The Data Governance and Information Security function, with
the support of colleagues in the Technology division, continue to
develop information security strategies and to build the necessary
capability to respond to the increasing number and sophistication
of attacks, alongside focusing on improving how we handle data
and protect systems across the organisation. There is active
monitoring and analysis of changes to legal and compliance
requirements and current and emerging threats. This analysis
is used to tune and apply our security framework accordingly

— A suite of information security policies is in place, which focus
on encryption, network security, access controls, system security,
data protection and information handling. There is continued
investment in technotogy to support the implementation of policy
requirements

— There is continued focus on ensuring robust governance and
control frameworks are implemented, including monitoring and
improving maturity via continuous reviews-of ‘ourcontrols against
the NIST framework for information security and GDPR regulation
and PCI standards in terms of data

— Arrisk-based security testing approach across IT infrastructure
and systems is tn place to identify-and address vulnerabilities-and
aliow us to adapt and improve our defences

—Reviews of key third parties who hold sensitive customer-or
colleague data continue to take place and progress of the review
and agreed actions is- monitored by the DGC

~— There are regular updates to the DGC, Operating Board and the
Audit Committee-on progress

— All colleagues are required to complete mandatory training on
‘how to keep our information safe. This is ‘supplemented by regular
colleague awareness campaigns, focusing on specific aspects
of data and information security, for example monthly ernail
phishing exercises, with results reported to the DGC and defined
escalations for colleagues who fail
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Environment and Social Sustatnability

RISK DEEP DIVE

Risk

Mitigations

Understanding-and mitigating the impact of the climate-onour
business operations, reducing our environmental impact as well as
using our size and scale as a business to have a positive impact on
society and our communities is a core part of our strategy.

The Plan for Better strategic priority was faunched in 2021, putting
our responsibilities towards our planet and people at the core of our
business. Our strategy includes consideration of environmental and
social sustainability risks and the impact of climate change on our
business operations.

Direct oversight: Corporate Responsibility and Sustainability
Committee, Plan for Better Steering-Committee

Link to strategy: €

Link to key performance indicators: Deliver our Plan for
“Better commitment

Movement: @

— The Corporate Responsibility and Sustainability Committee
provides oversight of the Plan for Better strategy. The Corporate
Responsibility and Sustainability Committee and Plan for Better
Steering Committee provide oversight of programme risks and,
along with the Audit Committee, they review and approve our
external reporting

— The Plan for Better Steering Committee met regularly during the
year and provided regular updates to the CR&S Committee and
to the Operating Board as required. This Steering Committee
oversees delivery of the Plan for Better programme

~ Our Plan for Better strategy, explained on pages 13 to 17 of this
report, was launched in 2021 and sets out our environmental and
social sustainability goals across our whole business, outlining our
priority areas of focus, our key commitments and our progress
against these. We have identified areas which matter most to our
stakeholders, have the greatest impact on our business and which
are aligned to the UN Sustainable Development Goals, so that we
can make the biggest difference

— Our Plan for Better strategy has three interlocking pillars:
Better for you, Better for the planet and Better for everyone

— One of our key metrics to measure and report on Plan for Better
performance is our progress towards becoming Net Zero across
our own operations by 2035 and reduce our Scope 3 emissions in
line'with a 1:5°C trajectory. We will continue to monitor our
progress in achieving our targets, flexing our approach as needed.
We also publicly report on progress towards achieving-our Net
Zero targets, as well as our other targets within Plan for Better
twice a year, to ensure transparency

— See page 18 for more information on our ongoing implementation
of the TCFD recommendations
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Financial and treasury (v)

RISK DEEP DIVE

Risk

Mitigations

The main financial risk relates to-availability of short and tong-term

funding to meet business needs and fluctuations in interest,
commodity and foreign currency rates.

There has been increased uncertainty during the last year with
high inflation, significant FX fluctuations in the autumn and high
increases in fuel prices.

Direct oversight: The Board of J Sainsbury plc

Link to strategy: g3 988 " © €9

Link to key performance indicators: Retail free cash flow: £500m+
pa average

Movement: @

— Treasury policies, approved by the plc Board, are in place to
address liquidity, refinancing, financial markets and counterparty
credit risks. In addition, the business funding strategy is approved
annually by the plc Board

— Hedging palicies, approved by the Chief Finance Officer, are in
place to address energy (electricity, gas and diesel) price risk.
Adherence to the hedging policies is overseen by the Energy Price
Risk Committee

— The Treasury function is responsible for managing liquid resources,
funding requirements, commodity, interest rate and currency
exposures as set out in line with the Treasury policy and overseen
by the Treasury Committee

— The Audit Committee reviews and approves the viability and
going concern statements on an annual and half-yearly basis
respectively

— The Treasury function has clear operating procedures and
adherence to these is reqularly reviewed and audited

— Along-term funding plan is developed as part of the annual
corporate plan process, which includes an assessment of short
and long-term core funding réquirements and contingent funding
requirements. A revolving credit facility is in place and was
refinanced and right-sized during the year

— A short-term funding plan is formalised as part of the annual
budget process, which includes an assessment of the core and
contingent funding requirements for the following year and
the market conditions for each of the debt markets accessible
to the business

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

— Detailed cash flow forecasts are produced by the Finance and
Treasury functions. Finance commercial reviews are also held
each period, chaired by the Chief Finance Officer, with relevant
actions and mitigations agreed

— Financial and Treasury risks in respect of Sainsbury's Bank are
detailed separately .
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" Health and safety (v)

RISK DEEP DIVE

" Risk

Mitigations

Prevention of injury and loss of life for both colleagues and
customers are of utmost importance is of utmost importance and
is paramount to maintaining the confidence our customers and
colleagues have in our business.

The business continues to change and evolve to meet customer
needs, impacting the safety risk profile.

Direct oversight: Group Safety Committee

Link to strategy: @

Link to key performance indicators: n/a

Movement: @

— The Group Safety Committee oversees safety management across
the Group. It met regularly during the year, receiving detailed
reports on.a wide range of topics, including acress Facilities
Management, Food Technical, Retail, Audit and Product. Key areas
of focus this year included improving data quality, understanding
root causes and risk removat

— The Operating Board and plc Board receive regular reporting on
safety, including an annual deep dive facilitated by the Director
of Safety and Insurance

— Our approach to safety continues to evolve in line with changes
in the risk profile in the business. A safety vision is defined and
a set of reactive and proactive metrics that align to each core area
of the business is'in place to support effective monitoring and
planning

— Clear policies and procedures are in place detailing the controls
required to manage health and safety across the business, aligned
to Assured Primary Authority advice, to comply with all applicable
regulations '

— Process compliance is supported through oversight from our
Primary Authority, internal training programmes and management
monitoring, all which align to both health and safety laws and
our internal policies. We invested in technology solutions to direct
and monitor process completion, with oversight provided by field
teams in both Safety and Intemmal Audit

— Work has continued to further enhance structures, capabilities,
data and measures of success. This will drive prioritisation and
stakeholder alignment across the business in order to maintain
-our focuson reducing harm and its associated costs by removing
unnecessary complexity. As a result of the new focus, overall
incidents are down, continuing a five year trend
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Political and regulatory environment (¥)
Risk Mitigations

There is a trend of increasing regulation, together with enforcement
action, across all areas of our business. This increases the risk of
non-compliance, adds additional cost as we respand to these
regulations and drives complexity into our business processes.
During the last year we have seen increased uncertainty regarding
the impact and expected implementation timelines for regulation.
The post-Brexit regulatory and enforcement regime, progress of the
Retained EU Law Bill, the deposit return schemes, plastic, packaging
and food waste regulation and Restoring Trust in Audit corporate
governance reform have continued to evolve but present uncertainty.

Direct oversight: Operating Board

Link to strategy: @ RO -

Link to key performance indicators: n/a

Movement:

@

— During the year, we completed our biannual risk assessment to
review key regulatory risks, which functions are impacted and at
a high level, how they are managed

— Accountability and responsibilities for key regulatory risks are
confirmed as part of this. Our key regulatory risks indude
Competition Law, GDPR, GSCOP and Anti-Bribery & Corruption.
A high-level of assessment of the key elements of a compliance
framework for each of these key risks is completed and the
results are shared with the Operating Board

— Mandatory training and policies are in place for key regulatory
areas, including data governance, anti-bribery and corruption,
competition law and GSCOP

— We liaise with external parties and our internal stakeholders to
monitor for changes to existing regulations that would impact the
business, so that we can respond appropriately. During the year
we have:

— continued to evaluate the impact of complying with the
post-Brexit regulatory and enforcement regime, including what
it means to be trading under both UK and EU regulations in
Ireland and the implications of any changes to the Windsor
Framework

— proactively responded to regulatory consultations and worked
with governments to understand the impact of deposit return
schemes, plastic, packaging and food waste regulations

— anticipated and responded to other emerging areas of
regulatory focus on environment and ctimate change, and
associated reporting requirements

— As a responsible business, we proactively engage with
Government, devolved administrations, regulators and industry
bodies in the areas in which we operate, on public policy issues
impacting our customers and colleagues. Our engagement is
transparent, and we allow our responses to government
consultations to be made public
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Product safety and sourcing (v)

Risk

Mitigations

Failure to anage safetyand sourcing risks for both food and
non-food products leads to injury or loss of life, breach of regulation
and/or reputational damage.

Direct oversight: Group Safety Committee

Link to strategy: €3 88 e @ €3

Link to key performance indicators: n/a

Movernent: @

— The Group Safety Committee receives regular reports-on
product safety from the Director of Technical, Food, Director of
Commercial Operations & Development, GM and from the
Director of Safety and Insurance on operational food safety risks.
In addition, the Corporate Responsibility and Sustainability
Committee discussed matters related to product sourcing risk,
including supply chain transparency, modern slavery and
human rights

— Clear policies and procedures are in place detailing the controls
required to manage product safety, product integrity and ethical
risks across both the Food and General Merchandise businesses
and to comply with all applicable regulations

— These help ensure product safety is maintained through the
end-to-end operations, including safety processes in place inour
depots and stores covering refrigeration, security and storage
quality management controls in place to ensure product safety
and integrity for all products

— There are separate Technical functions implementing safety and
quality frameworks, including training, for the Food and General
‘Merchandise businesses. This ensures arrangements reflect the
specific products risks in each area for our own brand products

— Across both Food and General Merchandise, there are established
supplier audit and product testing programmes in place to
‘support rigorous monitoring of supplier sites, product safety,
traceability, integrity and ethical issues, including modern slavery.
Supplier terrns, conditions-and product specifications set-clear
standards for product/raw material safety and quality with which
suppliers are expected to comply. Ethical audits are minimum
requirements for all sites

~- For Food products, minimum requirements -are defined for
authenticity and buying practices for suppliers and colleagues
and there is a continuous programme of targeted, risk-based
surveillance testing. The Responsible Sourcing Manual was
launched during the year

— In General Merchandise, technical standards are signed-off and
tracked through the product development life cycle. Inthe last
year factory visits have been re-established fully in year by our
technical team and targeted plans have focused on completing
site visits which were not possible due to COVID-19 restrictions.

— There are incident management escalation procedures in place to
quickly resolve issues for food and non-food product incidents




3 Sainsbury plc Annual Report 2023 55

Strategic Report
Sainsbury’s Bank (v)
Risk Mitigations

Sainsbury's Bank is-exposed to-a number of risks, including those
related to operational, regulatory, credit, capital, funding, liquidity
and market risks.

Global events and accompanying high levels of inflation and

higher interest rates are causing-an uncertain economic outlook,
particularly with regard to unemployment, GDP growth and the
impact of cost of living pressures on consumers. This is actively
madnaged through our normat economic scenario modelling analyses
and corresponding playbooks.

Direct oversight: The Boards of J Sainsbury plc and Sainsbury’s
Bank plc

Link to strateqy: g@g

Link to key performance indicators: n/a

Movement:

®

— The Bank is managed through defined governance structures that
include the Board of Sainsbury’s Bank plc, its Risk Committee and
Audit Committee. The Board of Sainsbury's Bank plc is comprised
of Executive Directors, independent Non-Executive Directors and
a member of the Operating Board

— The Bank has a defined risk appetite aligned to delivery of
strategic objectives and has implemented a risk management
framework that is overseeri by its Risk Commiittee. This
Committee monitors the effectiveness of risk management
activities against strategic, operational, compliance and financiat
risks, and is updated on, and discusses, emerging risk areas.

In particular, the Risk Committee reviews the results of stress
testing including the internal Liquidity and Capital Adequacy
Assessments

— The actual management of risks is through an executive
governance structure, which manages the day-to-day operations
of the business. This includes the Sainsbury’s Bank Management
Board, an Executive Risk Committee and an Asset and Liability
Committee

— Oversight by J'Sainsbury plc is provided through:

— Membership of the Board of Sainsbury’s Bank plc —an
Operating Board member is on the Board of Sainsbury's
Bank plc

— Updates on key matters arising from meetings of the Bank
Risk and Audit Committees are reported to the J Sainsbury plc
Audit Committee

— There are a number of reserved matters that require
Sainsbury's Bank plc to prior approval permission from the

Board of J Sainsbury plc
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Trading environment and competitive landscape @

RISK DEEP DIVE

Risk

Mitigations

We operate in a highly competitive market during a time of

economic uncertainty, primarily driven by the COVID-19 pandemic. .

Whilst the UK has now left the European Union, uncertainties
around the final trading relationship with Northern Ireland and
UK border checks create additional complexities for our business
and our suppliers.

With the outlook set to remain broadly the same for the immediate
future, we need to respond appropriately to external market
conditions while maintaining clear focus on delivering our strategic
objectives.

We also need to be mindful of the ongoing risk of supplier failure,
either through insolvency or through an inability to deliver products
due to global supply chain challenges.

Direct oversight: Customer, Commerciat and Channels Forum;
Operating Board

Link to strategy: @ %g% B

Link to key performance indicators: Grocery market share
performance

Movemnent: @

— We have a wide, differentiated portfolio of brands, including
Sainsbury’s, Argos, Habitat, Tu clothing, Nectar and Sainsbury’s
Bank, which provides some inherent resilience to unforeseen
changes _

— We continually ronitor current market trends and price points
across competitors, and respond through actively managing
price positions, developing sales propositions and adjusting
promotional and marketing activity

— We put the customer at the heart of our decision making.
During the cost of living crisis, we have supported our customers
through price investment activities. We continue to offer and
develop different price points to meet customer needs ensuring
we retain existing and attract new customers. See also the
Customer principal risk for further details

— We are in regular contact with the government and other external
bodies to understand decision making in relation to Northern
Ireland and other material changes so we, and our suppliers, can
adapt our ways of working as needed

— In terms of supplier continuity specifically, we maintain regular,
open dialogue with key suppliers concerning their ability to
trade and collaborate with them on solutions where appropriate.
The variety and breadth of our supply base allows us to continue
to source products and mitigate the risk of local disruption

— Reflecting the continued challenges faced in global supply chains
including the impact of the war in Ukraine and other geopolitical
factors, we have continued to work closely and collaboratively
with all our suppliers to maintain availability of products. Actions
taken include onboarding alternate suppliers, rationalising
products, forecasting demand and providing logistics support
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Colleague engagement, retention and capability
Risk Mitigations

The business employs over 152,000 colleagues who are critical to

the success of our business. Attracting talented collcagues, investing
in training and development and rewarding collcagues fairly are

all essential to the sustainability of our operations. An inability to
attract, motivate and retain talent, specific skillsets and capability
impacts our ability to dcliver our strategic objectives. The availability
of skills in specific areas is a key area of focus, given the challenging
labour market.

The challenging trading environment requires a focus on efficient
opcerations, which may include change initiatives that affect collcagues;
impacting trust or engagement.

Direct oversight: Operating Board

Link to strategy: g% 988 " QD €9

Link to key performance indicators: Maintain strong coticague

engagement
Movement: @

— Employment policies and remuneration and benrefits packages
are reguiarly reviewed and are designed to be fair, consistent and
competitive. £225 million has been invested in colleague pay and
bencfits over the course of the year. To provide additional support
for colleagues, colleague discount is increasad each pay day and
frec food has been provided to colleagues in all our stores and
depots in response to the cost of living crisis. The financial
wellbeing offering to colleagues has also been enhanced this year

----- - Formal processes are in place to nurture talent and provide
fulfilling career opportunities through performance and
development discussions, talent management, succession
planning and investment in developing leaders to build capability
and support a positive culture

— Stretching gender, ethnically diverse and Black representation
targets for 2024 have been set, linked to leadership long-term
ncentives

—- Colleague sentiment and views are sought through regular
‘We're Listening’ surveys, analysis of Yammer activity direct
colleague engagement and engagement with trade unions.

In addition, Operating Board directors hold active listening
sessions on a regular basis

— *‘Smarter Working' experiments have been run throughout the
year focused on improving prioritisation, colleague empowerment
and pace, allowing colleagues in Store Support Centres greater
flexibility over where and when they work

-—Specific programmes are in place to target hard to recruit areas,
presenting a wide range of opportunities for colleagues from
across the business, as well as attracting new talent

'
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Statement of Viability

1 How Sainsbury’s assesses its prospects

The Group's business activities-and strategy are central to-assessing
its future prospects. These, together with factors likely to affect its
future development, performance and position are set out in the
Strategic Report on pages 1to 60. The financial position of the Group,
its cash flows and liquidity are hightighted in the Financial Review on
pages 38 to 43.

The Group thanages its financing by diversifying funding sources,
structuring core borrowings with phased maturities to manage
refinancing risk and maintaining suffictent tevels of committed
funding via the Revolving Credit Facility. Maintaining a suitable level
of undrawn additional funding capacity minimises liquidity risk.

The Group's prospects are assessed primarily through its corporate
planning process. This includes an annual review which considers
profitability, the Group’s cash flows, committed funding and
forecasted future funding requirements over three years, with a
further two years of indicative movements. As part of the strategic
planning process, the Directors make a number of assumptions
about business performance and the availability and effectiveness of
mitigating actions available to the Group. In particular, cash flow
forecasting gives visibility of the Group’s funding headroom,
comparing net debt to the level of committed facilities over the
planning period.

The most recent corporate plan was signed off in October 2022, and
refreshed in March 2023, as part of the normal budgeting process.
This 5 reviewed by the Operating Board and ultimately by the PLC
Board with involvement throughout from both the Chief Executive
and Chief Financial Officer. Partof the Board's role is to consider the
appropriateness of the key assumptions, taking into account the
external environment, business strategy-and maodel.

In its assessment of the Group’s prospects, the Board has taken into
account:

— The Group's Food First strategy. This strategy is putting food
back at the heart of Sainsbury’s and offering customers great
value and high-quality products. The strategy aims to deliver
profitable sales growth while reshaping our business.

— Inflationary pressurves. Continued uncertainty within the
wider macroeconomic environment has resulted in increased
inflationary pressure within the Group’s cost base and on
consumer spend. External forecasts indicate that this could
continue, limiting discretionary spend and putting further
competitive pressure on non-discretionary spend as consumers
become increasingly price sensitive.

— Climate change considerations. The Group’s most recent
corporate planning and budgeting processes includes assumed
cash flows to address climate change risks, including costs
associated with initiatives in place as part of the Plan for Better
commitment. These costs comprise reducing environmental
impacts and meeting customer expectations in this area, notably
through reducing packaging and reducing energy usage across
the estate.

—The Group’s Financial position. The Group has successfully
reduced net debt over the past year as part of the continued focus
on deleveraging. Furtherrore, the committed Revolving Credit
Facility, which enables the Group to maintain sufficient levels of
contingent funding, has been successfully refinanced and
right-sized during the year with two £500 million Facilities. Facility
A has a maturity of December 2026 and Facility B has a maturity
of December 2027. As at 4 March 2023, the Revolving Credit Facility
was undrawn. In addition, the Group successfully arranged a
£575 million committed term loan facility with maturity of March
2026 in order to part fund the acquisition of a property portfolio.

J Sainsbury plc Annual Report 2023

2 The assessment period

The Directors have determined that the three years to March 2026 is
an appropriate period over which to provide its viability statement.
This was considered the appropriate timeframe by the Directors
because:

— This period is consistent to that used for the Group’s corporate
planning process as detailed above, and reflects the Directors’
best estimate of the future prospects of the business

— The Group does not earn revenue through long-term contracts.
Therefore, changes to the Group’s Corporate Plan are
predominantly impacted by sales and cost assumptions. These
are more difficult to predict beyond a three-year time horizon.
Both have been stress-tested as part of the viability assessment.

3 Assessment of viability
To make the assessment of viability the following has been performed:

— Scenarios have been modelled over and above those in the
corporate plan, based upon a number of the Group’s principal
risks and uncertainties (as documented on pages 44 to 57). The
scenarios were overlaid into the corporate plan to assess the
potential impact on net debt of one or more of these crystallising
over the assessment period, and have been tested in isolation and
in combination with ohe another. Theimpact of the thovernents
in net debt on the Group’s funding headroom and financial
‘covenants were then assessed. Where required, available
mitigating actions to maintain funding headroom were
considered as part of the assessment. These include reducing any
non-essential capital expenditure and operating expenditure on
projects, bonuses and dividend payments

— Reverse stress-testing was performed to determine the extent to
which cash flows would need to deteriorate before fully utilising
the Group’s funding headroom or breaching its financial
covenants, and after taking into account any mitigating actions
as detailed above

Whilst each of the risks on pages 44 to 57 has a potential impact and
have been considered as part of the assessment, only those that
represent severe but plausible scenarios were selected for modelling
through the corporate plan.
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All scenarios modelled and their link to the Group’s Principal Risks and Uncertainties are detailed below:

Scenario modelted Link to Principal Risk

Scenario 1- Cost of Living scenario

Given the wider macroeconomic uncertainty the Group is now seeing high levels of inflation with external Business continuity, operational
forecasts indicating this could continue and limit discretionary spend, particularty impacting General Merchandise resilience and major incident
{GM) and Clothing. response

Assumptions: Customner

—Sales - volume losses in Argos, Sainsbury’s GM, Clothing and Fuel sales in line with the 2008 recession phasing
have been applied to forecast sales.

Scenario 2 — Food inflation impacts on margin

Whilst Food inflation is unlikely to lead to lower sales given large elernents are an essential purchase, it may cause Trading environment and
increased competitive pressure-and so lower margins.generated on those sales. High inflation impacting the competitive landscape
cost of goods and operations and continuing global supply chain issues, including the war in Ukraine, were also

considered.

Assumptions:

—Margin — this scenario models the competing away of margins in grocery sales to attract customers during this
inflationary period. )

Scenario 3 — Data and legal breaches and regulatory changes

The impact of any regulatory fines has been considered. The largest considered are the General Data Protection Data security

Regulation (GDPR) fine for data breaches, and fines levied by the Groceries Supply Code of Practice (GSCOP). Health and safety

Assumptions: Product safety and sourcing
—Costs —amount paid for regulatory fines Political and regulatory environment

Scenario 4 - Sainsbury’s Bank capital and liquidity requirements
We have considered the strengthof the Bank's'capital and liquidity positions to withstand -extreme-but-plausible Sainsbury’s Bank
stress scenarios such as a deep UK and global recession, or political instability leading to high unemployment,
high inflation and high interest rates.
Assumptions:
—Sales - reflecting a severe economic stress with a deep UK and Global recession, large falls in asset prices and
higher global interest rates as per the 2022 Annual Concurrent Stress testing release by the Bank of England

Scenario 5 - Failure to deliver sustainable cost savings

Delays in delivering the Save to Invest programme, which would have an impact of circa. £200 million in each year Business strategy and change
of the assessment period, were considered.

Assumptions:

—Costs — additional costs of ¢. £100 million per annum as a result of failure to deliver cost savings

Reverse stress test

n addition to modelting regulatory fines and price investments as above, the level of forecast sales decline
required before the Group fully utilises its available funding and mitigations, or breaching its financial covenants,
was considered. The required reduction was considered extreme and implausible.

In performing the above analysis, the Directors have made certain assumptions around the availability and effectiveness of the mitigating
actions available to the Group.

The scenarios above are hypothetical and severe for the purpose of creating outcomes that have the ability to threaten the viability of the
Group; however, multiple control measures are in place to prevent and mitigate any such occurrences from taking place.

The modelling has shown that the business is able to withstand a combination of all of the scenarios and still maintain funding headroom
throughout the plan period.

Taking into account the Group’s current prospects and principat risks and uncertainties, the Directors confirm that they have a reasonable
expectation that the Group will be able to continue in operation and meet its liabilities as they fall due over the three years to March 2026.

4 Goingconcemn
As a consequence of the work performed to support the viability statement above, the Directors also considered it appropriate to adopt the
going concern basis in preparing the financial statements which are shown-on pages 117 to 215.
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Non-financial
information statement

The following aligns to the non-financial reporting requirements contained in sections 414CA and 414CB of the
Companies Act 2006 and reflects our commitment to and management of the environment, colleagues, social matters,
human rights and anti-bribery and corruption.

Reporting requirement Our approach Where to find more information and outcomes
Colleagues We want to be a place where people love to — Chair’s letter on page 2
work and shop. This means being an inclusive  __ pjan, for Better Report on page 13
employer where colleagues are treated fairly . ; .
and with respect, and where they are Etna%i?r;r;g tV\g ;h Zu;sztgkeholders and our Section 172
encouraged to develop their skills and fulfil N ) ] page £
their potential. We are committed to doing — Non-financial KPIs on page 36
all that we can to'support our colleagues, — Nomination and Governance Cormmittee Report
particularly in the current environment, on page 79
and have continued to make significant — AnnualStatement from the Remuneration
investments in pay. Committee Chair on page 90
— Gender and Ethnicity Pay Reports
Environment Our sustainability plan, Plan for Better, — Plan for Better Report on page 13
covering our environmental and social — Ethical Soureing Policy
commitments, is integrated into our business Policy on Manmade Cellulosic Fibres
strategy. Our Plan for Better sets out our .cg
sustainability goals across the whole — Policy on Cotton
business, priority areas of focus, key — Policy on Precious Metals & Minerals
commitments and our progress. — Policy on Forest Products
—- Requirements for Soy Feed
— Engaging with our stakeholders and our Section 172
statement on page 29
— Corporate Responsibility -and Sustainability Committee
Report on page 82
Community We have a long history of building — Chair's letter on page 2

partnerships and delivering great impact in

our-communittes, focally and internationatly.

We are committed to supporting social
cohesion, economic prosperity and inclusive
growth. We aim to positively impact those

in need through fundraising, volunteering,
donations and raising awareness. Qur
Community & Partnership strategy is aligned
to Helping everyone eat better.

— Plan for Better Report on page 13
— Groceries Supply Code of Practice
— Whistleblowing Policy

— Engaging with our stakeholders and our Section 172
statement on page 29

- Corporate Responsibility and Sustainability Committee
Report on page 82
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Reporting requirement ‘Qur approach

Where to find more information and outcomes

Human rights At Sainsbury’s, we fully recognise our
responsibility as a company to respect and
protect human rights throughout all our
operations. We have a long history of setting
high standards and working collaboratively
‘with our supptiers toensure they are met,
and we work hard to embed respect for
human rights-and ethical practices
throughout our business.

We are-committed to respecting human
rights across our value chain to ensure the
people who make or grow our products-are
not being exploited or exposed to unsafe
working conditions. We have identified and
prioritised our salient human rights risks and
set ambitious commitments to drive forward
progress in these priority areas. Through our
due diligence processes, we seek to identify,
prevent and, where needed, mitigate and
remediate adverse human rights risks

that are linked to our operations, products
or services.

— Chair’s letter on page 2

— Modern Slavery Statement

— Ethical Sourcing Policy

— Plan for Better Report on page 13

—Bngaging with our stakeholders and our ‘Section 172
statement on page 29

— Corporate Responsibility and Sustainability Committee
Report on page 82

Anti-bribery and
corruption

Our values form the framework which guides
the behaviours of all colleagues and suppliers
across the business. We expect all our
colleagues, contractors and suppliers to act
with'honesty and integrity and never to
engage in any activity which could be
‘considered as accepting or giving a bribe.
Our anti-bribery and corruption policy
provides guidance-and expectations-on-our
colleagues’ responsibilities and behaviour,
and our expectations to prevent bribery and
fraud. We have a Disciplinary and Appeals
Policy to help encourage everyone to
maintain our rutes and standards of conduct,
attendance, capability and performance.

Our Whistleblowing Policy covers how to
report wrongdoing when honesty and
integrity are compromised.

— Whistleblowing Policy
— Audit Committee Report on page 84

— Compliance with the Grocery Supply Code of Practice
on page 87
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Other information to support this statement
can be found on the following pages.

Other information

— Business Model on page 7

— Our Strategy on page 9

— Task Force on Climate-related Financial Disclosures
(TCFD) on page 18

—Non-financial KPls-on page 36

— Principal Risks and Uncertainties on page 44

— Staterent of Viability on page 58

— Board leadership and company purpose on page 69

- Audit Committee Report on page 84

All our public policics, reports and standards aré available at www.about.sainsburys.co.uk.

The Strategic Report was approved by the Board of Directors and signed on its behalf by.

Blathnaid B%. 3 (Aug 1, 2023 09:32 GMT+1)

‘Blathnaid Bergin
26 April 2023
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J Sainsbury plc
Board of Directors 2023/24

IMAGE REMOVED IMAGE REMOVED IMAGE REMOVED
Martin Scicluna Simon Roberts Blathnaid Bergin
Chair Chief Executive Chief Financial Officer
) Ed

Appointed to the Board: 1 November 2018.
‘Martin joined the Board as Chairman Designate
and Non-Executive Director on 1 November 2018.
He was appointed Chairman of the Board on

10 March 2019.

Skills and experience: Martin brings a wealth
of experience from over 30 years’ service as an
executive and non-executive board director at a
‘wide range of companies. Previous roles include
Chairman of RSA Insurance Group plc, Chairman
of Great Portland Estates plc, Senior Independent
Director and Chair of the Audit Committee of
Worldpay Inc., and Non-Executive Director and
Chair of the Audit Committee of Lloyds Banking
Group plc. He was a partner at Deloitte LLP for
26-years, serving as Chairman from 1995 to 2007,
where his clients included Dixons, WH Smith,
Alliance Unichem and Cadbury.

External appointments: None.

Specific contributions to the Company:
Martin has extensive experience as a Chair.

He brings valuable knowledge and skills in
developing strategy and evaluating business
opportunities, along with an understanding of
the financial services sector-and how it operates.
As Chair, Martin has a deep understanding of
governance and what is needed to lead an
effective Board.

Independent: Upon appointment.

Key to Committee members
A Audit Committee

€ ‘Corporate Responsibility and
Sustainability Committee

N Nomination and-Governance Committee
Remuneration Committee

@ ©®)®) Denotes Chair of Comiittee

Appointed to the Board: 1 June 2020. Simon
‘was appointed as Chief Executive on 1 June 2020,
having joined Sainsbury’s and the Operating
Board in July 2017 as Retail & Operations Director,
with responsibility for Stores, Central Operations
and Logistics.

Skills and experience: Simon has worked in
retail for over 30 years, having started at Marks
and 'Spenter and joined Sainsbury's from Boots,
where he was most recently Executive Vice
President of Walgreens Boots Alliance and
President of Boots UK and Ireland.

External appointments: Member of the
Government's Retail Sector Council and Advisory
Board Member of Diversity in Retail.

Specific contributions to the Company:
Simon is leading Sainsbury’s plan to put food
back at the heart of the business. Under Simon's
stewardship, Sainsbury’s has launched its Plan for
Better, which is integrated into our strategy and
includes a bold commitment to become Net Zero
across our own operations by 2035. Simon has led
significant investments into colleague pay, most
recently teading the industry in paying the Living
Wage across the whote country as part-of acost
of living support package. Simon is a dedicated,
determined and enthusiastic champion for our
customers and colleagues and for inclusion and
diversity across our company.

Independent: No.

Appointed to the Board: 5 March 2023.
Blathnaid was appointed as Chief Financial Officer
on 5 March 2023, having joined Sainsbury’s in 2019
as Group Director of Finance before becoming
Commercial and Retail Finance Director in 2021.

Skills and expertence: Prior to joining
Sainsbury's, Blathnaid was Chief Finance
Operations Officer at Aviva. She was also Group
Financiat Controller for RSA Tnsurance, aswell as
Joint Interim Group Chief Financial Officer for six
months. She is a qualified Chartered Accountant
and spent most of her career at GE in various
finance roles working across Europe, Asia and
Australia. Blathnaid was previously Non-Executive
Director, Chair of the Audit Committee and
Senior Independent Director for Arternis Alpha
Investment Trust.

External appointments: None.

Specific contributions to the Company:
Blathnaid is well embedded in our business and
is a highly respected leader. She has a strong
record of financial leadership and, over the last
three years at Sainsbury’s, has supported the
development and delivery of our strategy.
Blathnaid hasextensive international and finance
experience gained during previous and current
executive and non-executive positions.

Independent: No.
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Jo Bertram Brian Cassin Jo Harlow

Non-Executive Director Non-Executive Director Non-Executive Director

TN
Appointed to the Board: 7 July 2022.

Skills and experience: Jois a highly talented
strategic business leader with significant
-experience leading transformation-and change.
Prior to becoming Managing Director, Business
& Wholesale at Virgin Media 02, Jo held senior
Director and Strategy roles at 02. Between 2013
and 2017, she held the position of Regional.
‘General Manager, Northem Europe at Uber.

Jo has previously worked at McKinsey and
Accenture and holds an MBA from INSEAD.

External appointments: Managing Director,
Business & Wholesale, at Virgin Media 02.
Specific contributions to the Company:
Jo has worked in growing hi-tech sectors, which
benefits our customers as we explore new ways
to use digital solutions to make shopping easy
and convenient.

Independent: Yes.

Key to Committee members
A Audit Committee
€ ‘Corporate Responsibitity and
Sustainability Committee
N ‘Nomination-and Governance-Committee
Remuneration Committee

R
®E©@®®) Denotes Chair of Committee

AN

Appointed to the Board: 1 April 2016. Brian
joined the Board-on 1 April 2016 and became the
Senior Independent Director on 7 July 2022.
Skills and experience: Brian brings relevant
experience of running a FTSE 100 group with
knowledge of big data and analytics, both areas
of key importance to Sainsbury'’s. As Chief
Executive Officer of Experian plc, Brian brings
‘strong teadership experience and a substantial
background in operating within a requlated
environment. He joined Experian plic as Chief
Financial Officer in April 2012, a post he held untit
his appointment as Chief Executive Officer in
July 2014. Prior to this, Brian spent his career

in investment banking at Greenhill & Co, where
‘e was Managing Director and Partner. Brian
has also held various roles at Baring Brothers
International and at the London Stock Exchange.
External appeointments: Chief Executive
Officer of Experian plc.

Specific contributions to the Company:
Brian's current experience as a Chief Executive
and his work in the financial and technology
sectors provide valuable industry insight.

Independent: Ves.

oN® .
Appointed to the Board: 11 September 2017.

Skills and experience: Jo brings a wealth of
experience in consumer-facing businesses and
the telecoms and technoelegy industries, beth .
in the UK and internationally. She was Corporate
Vice President of the Phones Business Unit at
Microsoft Corporation and, before that, was
Executive Vice President of Smart Devices at
‘Nokia, following a number of senior management
roles at Nokia from 2003. Prior to that, Jo held
marketing, sales and management roles at
Reebok International Limited from 1992 to 2003
and at Procter & Gamble from 1984 to 1992.

External appointments: Non-Executive
Director and Chair of the Remuneration
Committee of InterContinental Hotels Group plc,
Non-Executive Director and Chair of the
Remuneration Cormmittee.of Halma plc.and
Director of Chapter Zero Limited.

Specific contributions to the Company:
Jo has broad experience from executive and
non-executive roles and she has helped the
business deliver and evolve its sustainability
strategy. She also brings current external
Remunera-timn'C'omm‘rt-teeexperience‘
Independent: Yes.
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Sainsbury plc
Board of Directors 2023/24 continued

IMAGE REMOVED

IMAGE REMOVED

IMAGE REMOVED

Adrian Hennah

Non-Executive Director

(OLLINS

Appointed to the Board: 1 April 2021.

Skills and experience: Adrian has significant
financial and strategic expertise from leading

the performance-and strategy-of many-large
companies. He started his career working in audit
and consultancy with PwC and Stadtsparkasse
Kétn, the German regional bank. Adrian spent

18 years in Chief Financial Officer roles at three
FTSE 100 comipanies. He was Chief Financial ‘Officer
at Reckitt Benckiser (RB) for seven years and held
the same position at Smith & Nephew and Invensys.
Prior to this, he spent 18 years at GlaxoSmithKline,
working in both finance and operations. He was
also previously Non-Executive Director and Chair
of the Audit Committee at RELX.

‘External appointments: Non-Executive
Director of Oxford Nanopore Technologies plc,
aNon-Executive Director of Unilever plc,-an
external member (NED) of the Finance Committee
(Board) of Oxford University Press and a Trustee
of Our Future Health.

Specific contributions to the Company:
Adrian brings extensive financial and leadership
experience to Sainsbury’s gained from Chief
Financial Officer positions hetd in some-of the
UK’s largest companies, notably at RB, which
produces leading hygiene, health and nutritionat
brands.

Independent: Yes.

Key to Committee members
A Audit Committee
T ‘Corporate Responsibility and
Sustainability Committee
N Nomination and Govermnance Committee
Remuneration Committee

@ @@ ®) Denotes Chair of Committee

Tanuj Kapilashrami
Non-Executive Director
NR

Appointed to the Board: 1 July 2020.

Skills and expertence: Tanuj is a highly
experienced HR professional with significant
-experience in talent and-change management,
both in the UK and internationally. She joined
Standard Chartered Bank in 2017 and is currently
the Group Head of HR. Prior to this, Tanuj spent
17 years in key global and regional HR leadership
yoles within HSBC.

External appointments: Group Head of HR at
Standard Chartered Bank, Trustee-of Asia House -
and a Director of Financial Services Skills
Commission Limited.

Specific contributions to the Company:
Tanyj is a valuable member of the Board as the
business continues to adapt and support its
colleagues in a rapidly changing marketplace.

Independent: Yes.

Keith Weed CBE

Non-Executive Director

AON

Appointed to the Board: 1 July 2020.

Skills and experience: Keith is an exceptionally
capable marketing and digital leader. He has

«championed new ways of integrating sustainability

into business and building brands with purpose.
Keith was awarded a CBE for services to the
advertising and marketing industry in the 2021
New Years Honours List. He has a strong business
background, having spent 36 years at Unilever plc,
most recently as Chief Marketing and
Communications Officer, which included leading
the comparny’s ground-breaking sustainability
programme globally. Whilst at Unilever, Keith led
different parts of the business, during which time
he worked closely with Sainsbury’s and other

retailers. He has strong international experience

and knowledge, having run international
businesses both in the UK and overseas.

External appointments: Non-Executive
Director of WPP plc, Trustee Director of Business
in the Community, Trustee Director of The
Leverhulme Trust and President of The Royal

Horticultural Society. He'is also a trustee of

Grange Park Opera.

Specific contributions to the Company:
Keith plays an important role in Sainsbury's
strategic focus to put food back at the heart of
the business and delivering on our Plan for Better.
He has an excellent understanding of both
sustainability and digital, and the ways that
technology is transforming businesses.
Independent: Yes.



Governance Report J sainsbury plc Annual Report 2023 65

1i0day Sibajens

9

g

@i

. &

Board changes B

After six years’ service as Chief Financial Officer, Kevin O'Byrne retired from the Board on 8
4 March 2023. :

Following Kevin’s retirement, Blathnaid Bergin was appointed as Chief Financial Officer and
a Director of the Board on 5 March 2023. A resolution to elect Blathnaid as a Director will be put
to Shareholders-at the AGM {0 be held 0n 6 Juty 2023.

Kevin O'Byme
Chief Financial Officer

Appointed to the Board: 9 January 2017. Kevin retired from the Board on 4 March 2023.

‘Skills and experience: Kevin brought a weatth of international retail and finance experience
to the Board from his previous Chief Executive Officer and Chief Financial Officer roles. His skills
and experience in leading finance and driving performance improvement provided the business
with valuable expertisé in pufsuing its strategy. Kevin was previously Chief Executive OFficer

of Poundland Group PLC until December 2016 and held executive roles at Kingfisher plc from
2008 to 2015, including Divisional Director UK, China and Turkey, Chief Executive Officer of

B&Q UK & Ireland and Group Finance Director. Prior to this, he was Group Finance Director of
Dixons Retail plc, CEO of PC World Division in UK, France, Spain and Italy, and European Finance
Director of Quaker Oats. He was a Non-Executive Director of Land Securities Group PLC from
2008 to September 2017, where he was Chairman of the Audit Committee and Senior
Independent Director. ’

External appointments: Kevin is the Senior Independent Director and Chairman of the
Audit Committee of Centrica plc and Non-Executive Director of International Flavors &
Fragrances Inc. (IFF).
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J Sainsbury plc

Operating Board 2023/24

IMAGE REMOVED

IMAGE REMOVED

IMAGE REMOVED

Simon Roberts
Chief Executive

See page 62.

IMAGE REMOVED

Blathnaid Bergin
Chief Financial Officer

See page 62.

IMAGE REMOVED

Rhian Bartlett
Food Commercial Director

Date of appointment: November 2020.

Skills and experience: Rhian joined the
Operating Board in November 2020, having
returned to Sainsbury’s in 2019 as Director of Fresh
Fooed. Rhian is responsible for delivering the
commercial performance of Sainsbury’s food
business and brands. She has over 20 years’
experience in the retail industry and has held

a variety of senior commercial roles, including
‘Customer and Digital Director at Screwfix and
Director of UK Trading at eBay. Rhian’s previous
roles at Sainsbury’s include Business Unit
Director Non-Food Grocery and Head of Online
Merchandising. Rhian is a Non-Executive Director
of Speedy Hire Plc and is a Trustee of GroceryAid.

IMAGE REMOVED

Graham Biggart

Chief Transformation Officer

Date of appointment: March 2022.

Skills and experience: As Chief Transformation
Officer, Graham is responsible forour strategy and
the delivery of our major end-to-end change
programimes across Sainsbury’s, Argos, Habitat
and Tu. He is also accountable for our Supply
Chain, as well as Logistics, Fulfitment & Transport,
and our Central Business Services teams. Graham
joined Sainsbury’s in 2015 and has led a number
of different areas of the business in that time,
across commercial, operations and channels,
including as Commercial Director for Fresh Food
& Foodservice and as Commercial Operations
Director covering Range, Space, Price & Formats,
as'well as Sainsbury’s tocal and Argos Repubtic
of Ireland. Prior to Sainsbury’s, Graham worked

at McKinsey & Company, primarily on strategy
and transformation topics and, before that, at
Brunswick Group, focused on media, investor

and government communications. Grahamiis

a Non-Executive Director and Chair of the Risk &
Audit Committee of GS1UK.

Jim Brown

Chief Executive Officer, Sainsbury’s Bank
Date of appointment: June 2019.

Skills and experience: Jim joined Sainsbury's
Bankin June 2019. He has held several senior
international financial services roles, most
recently at RBS in the UK as Chief Executive
Officer of Williams & Glyn. Prior to that, Jim was
Chief Executive Officer of Ulster Bank in Northern
Treland and the Republic of Treland. Before
moving to Ireland, Jim was based in Hong Kong
and was Chief Executive Officer of Retail and
Commercial Banking, Asia and the Middle East for
RBS and ABN AMRO. He has also been @ member
of the RBS Group Management Committee, ABN
AMRO Top Executive Group, ABN AMRO Global

‘Consumer Leadership Team and the RBS/Bank

of China Joint Steering Committee. Earlier in his
career, he held several senior executive roles

for Citibank in Asia, Australia and New Zealand.
Jim has also held board positions at Ulster Bank,
Saudi Hollandi Bank, The Royal Bank of Scotland
{China) Co. Ltd and RBS (Pakistan) Ltd. He is a past
President of the Institute of Banking, is-a Certified
Bank Director, and is currently an advisor to

Circit Limited.

Tim Fallowfield OBE

Company Secretary and Corporate
Services Director

Date of appointment: September 2004.
Skilts and experience: Tim joined Sainsbury's
in 2001 as Company Secretary, having previously
held the position of Company Secretary and
General Counsel at Exel plc, the global logistics
company, now part of DHL. Tim is a qualified
solicitor and began his career at the international
law firm, Clifford Chance. He joined Sainsbury’s
Operating Board in September 2004-and. in his
role as Company Secretary and Corporate
Services Director, he is responsible for the
Corporate Services Division, comprising Legal
Services, Data Governance and Information
Security, Safety and insurance, and Shareholder
Services. He also chairs the Group Safety
Committee and the Data Governance Committee.

Tim is Chairman of the Disability Confident
Business Leaders Group, which works with
government in shaping the disability employment
agenda and in raising awareness of the benefits
of emiploying disabled people. He was awarded

an OBE for services to disability awareness in the
2020 New Year Honours List. Tim is.a member of
the Trustee Board of Save the Children.
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Mark Given Clodagh Moriarty Paula Nickolds

Chief Marketing Officer Chief Retail and Technology Officer General Merchandise Commercial Director

Date of appointment: June 2020.

Skills and experience: Mark joined the
OperatingBoard in June 2020. He has significant
experience in customer insight, brand
communication-and digital marketing. Mark joined
Sainsbury's in 2012, becoming Marketing Director
in 2017. He was appointed Chief Marketing Officer
in August 2019 and has responsibility for Marketing
& Loyalty across the Sainsbury's, Argos, Tu clothing
and Habitat brands. Mark has also been responsible
for the Nectar Loyalty coalition and the Nectar360
media business since 2018. In 2021, Mark assumed
responsibility for all Corporate Responsibility &
Sustainability activity, including delivery of our
Plan for Better targets. Prior to joining Sainsburys,
Mark built his digital skills leading the Priority
programme-at-02, where he was Head of
Sponsorship. Before this, Mark worked with key
brands at Heineken UK where he was Brand
Director. He began his career at Procter & Gamble
UK before working across Europe on a variety of
brands. Mark i3 eurrently a Countil Member of the
Incorporated Society of British Advertisers (I1SBA)
and a Fellow of the Marketing Society.

IMAGE REMOVED

Date of appointment: June 2018.

Skills and experience: Clodagh joined the
Operating Board in 2018 and was appointed as
Chief Retail and Technology Officer in March 2023,

-combining the leadership of Technoloegy with

the Group’s Digital and Retail teams. She is
responsible for all stores and their operations,

as well as Sainsbury'’s digital offer and strategy,
ensuring customers experience an integrated and

'seamless shopping experience across Sainsbury’s,

Argos, Tu, Sainsbury’s Bank and Nectar. Clodagh's
previous roles in Sainsbury’s include Retail and
Digital Director and Chief Digital Officer. She is
also a member of the Sainsbury’s Bank Board
and sits on its Nomination and Remuneration
Committees. Clodagh is the Operating Board
Sponsor for Wellbeing, ensuring we upheld

our colleague mental health and wellbeing
commitments across the business. Clodagh
joined Sainsbury’s as Head of Strategy, following
nine years at Bain & Company and, during her
time with'us, has had hurmerous leadership
roles across commercial and channels. She is
aNon-Executive Director and member of the
Remuneration and Nomination and Governance
Committees of Taylor Wimpey plc.

Date of appointment: June 2021.

Skills and experience: Paula joined Sainsbury’s
and the Operating Board in June 2021. She'is
responsible for delivering performance across

all general merchandise brands-at Sainsbury’s.
Paula has 25 years’ experience in retail, gained

at the John Lewis Partnership, which she joined
as a graduate trainee before holding a variety

of senior roles in product, buying and marketing.
‘Most recently, she'was Buying and Brand Director
and then Commercial Director, before becoming
Managing Director in 2017. Paula is an Ambassador
for the UK charity Smart Works, Chair of the
Advisory Board of NearSt and Non-Executive
Chair of CurrentBody.

Angie Risley

Group HR Director

Date of appointment: Angie will retire from
the Operating Board in June 2023.

Skills and experience: Angie was appointed
Group HR Director-and became-a member of the
Operating Board with responsibility for human
resources in January 2013. Before joining
Sainsbury’s, Angie was the Group HR Director for
Lioyds Banking Group and an Executive Director
‘of Whitbread PLC with respansibility for 4R and
Corporate Social Responsibility. She was
previously a Non-Executive Director and Chair
of the Remuneration Committee of Serco plc.
Angie is currently a Non-Executive Director,
member of the Compliance & Culture and
Nomination Committees and Chair of the
Remuneration- Committee of Smith-& Nephew plc.

Operating Board changes

Prerana Issar
Chief People Officer

Phil Jordan retired as Chief Information Officer on 4 March 2023. Following Phil's retirement,
Clodagh Moriarty’s role was expanded to Chief Retail and Technology Officer, combining the
leadership of Technology with the Group's Digital and Retail teams.

After ten years of working as a key member of the Operating Board, Angie Risley has confirmed
‘herintention to retire from Sainsbury’s. Prerana Issar has been appointed as the Group's Chief
People Officer, joining the Operating Board on 30 May 2023.

Date of appointment: Prerana will join the Operating Board on 30 May 2023.

Skills and experience: Prior to joining Sainsbury’s, Prerana was the NHS's first Chief People
‘Officer and supported the 1.2 million peuplte who work for the NHS to deliver critical tare for
patients, including through the COVID-19 pandemic, the most challenging period of the NHS's
history. Before that, Prerana worked at the United Nations World Food Programme as Director
of Public-Private Partnerships and Chief HR Officer. She is focused on HR delivering commercial
impact, having started her career at Unilever plc, where she spent 15 years and finishing

‘her time there as Vice President of HR for Global Food.
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Governance Report

Dear Shareholder

This has been another exceptional year for retail,
during which the cost of living crisis has presented real
challenges for all of our stakeholders. In that economic
background, the Board has maintained its focus on
the implementation of the strategy we outlined in
November 2020, and ensured that this delivers a
balanced outcome for our customers, colleagues,
suppliers and shareholders.

As 1 have said earlier in this report, we have delivered on our priorities and
the Board has made bold decisions to develop and grow the business, whilst
ensuring that our strategy remains atigned with our purpose, culture and
values. We are now more than two years into our plan to put food back at
‘the heart of Sainsbury’s and Simon and the Operating Board have done an
excellent job at delivering against our key performance measures across
each of our five strategic pillars. The Board has made balanced and
deliberate decisions on price investment and colleague pay and benefits.

The Board regularly engages with shareholders to help inform strategic
decision-making and to understand their views. Throughout the year, the
Board received updates on shareholders, including their feedback and key
areas of focus and views on the retail sector. We are pleased to recommend
a final dividend of 9.2p per share, reflecting our commitment to deliver
strong dividends for shareholders.

Updates-on-customer feedback, insight, consumer sentiment metrics and
trends are regularly provided to the Board, steering our responses to the key
issues impacting customers. This understanding of our customers has
helped the Board to shape the implementation of strategy, including key
decisions on price investment to offer customers consistent value.

Our colleagues have continued to deliver for our customers and I am grateful
for their exceptional service and commitment during these challenging
times. The Board is committed to supporting our colleagues with the rising
cost of living and we have made investment decisions totalling £205 million
in retail colleague pay over the last year. This ongoing commitment to our
colleagues has been a big focus this year for the Board and its Committees
and, in.addition 10 leading the industry on pay, we have created a cost of
living package including the provision of food for store and depot colleagues
and increased colleague discount.

Colleague feedback is critical to the Board and we continue to monitor our
-culture through our Great Place to Work panels, colleague tistening and the
outputs of our We're Listening colleague engagement survey. The Board
engages directly with colleagues through our National Great Place to Work
Group to understand the views of colleagues from across the business.
Updates from these sessions are shared and discussed at Board meetings,
feeding irito our decision-making process. Further information on how we
monitor culture can be found on page 31.

The Board is mindful of the impact its decisions have on our suppliers.
During the year, the Board received regular updates on supplier relationships
and directly engaged withkey suppliers, enabling greater understanding of
the challenges they face and building stronger partnerships.

The Group's diversity, equity and inclusion strategy is a key area of focus

for the Board and its Committees. Our commitment to this strategy is
demonstrated by the composition of the Board and senior leadership teams.
I am delighted to report that the Group was recognised in this year's FTSE
Women L.eaders Review, ranking third in the 2022 FTSE 100 Women-on
Boards and in Leadership league table. The Board has set ambitious targets
to increase representation of women and Ethnically Diverse colleagues in our
senior leadership and senior management positions, whilst also ensuring
that all appointments are made on merit and meet the needs of the Group.

Our sustainability strategy is a key priority for the Board and the Corporate
Responsibility and Sustainability Committee, whose report is set out on
pages 82 to 83. Plan for Better is a core part of our broader strategy and
Board agenda-and we have made significant progress-over the last year,
further integrating sustainability into our daily business operations. Plan for
Better encompasses a broad set of sustainability commitments across our
environmental and social agenda and, this year, we launched our new
Community and Partnership Strategy, which focuses on supporting the
Better for Everyone pillat, helping to'improve actess to food and tackling
food poverty.

Central to setting the right tone from the top and maintaining high
standards of corporate governance is the review of the Board's own
performance. An external evaluation was conducted in 2022723, which
concluded that the Board and each of its Committees continue to be
effective. The Board's strengths included our stakeholder-led-approach,

the ability to execute on strategy and the constructive engagement between
the Board and the Operating Board. Our progress against last year's areas of
focus, as well as further information on this year's evaluation can be found
on pages 76 to 77.

[ would like to thank all of my Board colleagues for their commitment,
support and flexibility over the past year. [ will again express my thanks to
Kevin O'Byrne for his many years of service and his significant contribution
to the Board. He has led a transformation in our financial performance and
balance sheet such that we arenow in amaterially stronger position as we
look to the future. I would like to wish Kevin all our best wishes for the future
as he steps off the Board and into the next phase of his career. Following

a robust recruitment process, we have welcomed Blathnaid Bergin to the
Board and look forward to the part that she will play in Sainsbury’s future.

Martin Scicluna
Chair

2018 Corporate Governance Code (Code)
The Board considers that the Company has complied in full with the
Principles and Provisions of the Code (available at www.frc.co.uk).
Further details on how we comply with the Code are available in the
Strategic and Governance Reports, as outlined below.

Compliance with the Code

Board leadership and Company purpose
@© More information can be found on pages 69 to 74.

Division of responsibilities
(® More information can be found on page 78.

Composition, succession and evaluation
@ More information can be found on pages 75 to 77.

Audit, risk and intemal control
@® More information-can be found-on pages 84 t0-89.

Remuneration
(® More information can be found on pages 90 to 113.
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Board leadership and Company purpose

Role of the Board

The Board is the principal decision-making body in the Company. It is
collectively responsible for promoting the long-term success of the business
for the benefit of its shareholders, achieving this through the creation and
delivery of sustainable shareholder value. The Board also carefully considers
its wider stakeholders, including custemers, colleagues-and supptiers, when
making decisions. More information on the Board’s engagement with its
stakeholders can be found on pages 29 to 35.

The Board is responsible for setting the strategy of the business and
‘overseeing its implementation by management. It is.committed to
delivering on each of the Group's strategic priorities, which are aligned with
the Group’s purpose and values. It ensures effective corporate govemance,
succession planning and stakeholder engagement. The Board is also
responsible for ensuring that effective internal controls and risk
management systems arein place.

Colleague engagement is critical to the Board, and it monitors culture
through the Great Place to Work panels, colleague listening and the outputs
of colleague engagement surveys. The Board and senior leaders set the tone
from the top and lead by example on the Group's valued behaviours.

The Board has formally delegated certain governance responsibilities to its
Board Committees and the Operating Board. as outlined below. During

the year, the Board reviewed the delegated responsibilities and Terms of
Reference of each of the Board Committees. Following this review, additional
responsibilities were delegated to the Nomination and Governance Committee
to-ensure the most effective use-of Board time. Further information-can be
found on pages 70 to 77.

Operating Board

Matters not specifically reserved for the Board have been delegated to

the Operating Board, chaired by Simon Roberts. The Operating Board is
responsible for the day-to-day operation of the business and the execution
of our strategy, ensuring that this is done in an ethical and sustainable
manner. During the year, the Operating Board delivered progress-against
our key performance measures across each of the five strategic pillars.
Each Operating Board Director has a range of responsibilities, as detailed

in their biographies on pages 66 and 67.

‘Sainsbury’s Bank Board

Sainsbury's Bank plc Board membership comprises an independent Chair,
five Non-Executive Directors, four-of whom are independent, together with
the Bank’s Chief Executive Officer and Chief Financial Officer. The Bank's
Chief Executive Officer is supported by the Sainsbury’s Bank Executive
Committee and is responsible for the day-to-day management of the
business and executing its strategy. The Bank's Chief Executive Officer

s amember of the Operating Boatd, bringing the Bank's privrities and
perspective to the wider business.

Summary of Matters Reserved for the Board

by the Board. Below is a summary of Matters Reserved for the Board:
— Group strategy, operating ptans, long-term plans and budget .
— Changes to corporate and capital structure

~— Major acquisitions, mergers, joint ventures and disposals

— Significant capitat expenditure and borrowing

— Material contracts

— Risk management and internal control

— Changes to the pension scheme

— Financial reporting and disclosures

— Review of remuneration policies and share schemes

~ Dividend policy and payment

The Board has adopted a formal schedule of matters reserved for its attention, detailing matters that are considered of significance to the Group owing
to their strategic, financial or reputational importance. The schedule of matters reserved for the Board are reviewed on an annual basis and approved

The Matters Reserved for the Board can be found on our website at www.about.sainsburys.co.uk.
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Board Committees

The Board Committees support the Board in specific areas of its
responsibilities, as outlined below. The Committee Chairs provide
regular updates to the Board on Committee meetings and activities.

Audit Committee
— Reviews and monitors integrity of financial information prior to

publication, ensuring that the Annual Report as a whole is fair,
balanced and understandable

— Oversees systems of internal control and risk management
— Approves internal and external audit processes
— Maintains relationship with auditors

— Carries out in-depth reviews of specific risks, ensuring that
risks are appropriately identified, managed and mitigated

(® More information on page 84.

Corporate Responsibility and Sustainability Committee

— Reviews the Plan for Better strategy, monitoring progress-against
key environmental and social sustainability targets and metrics

~— Undertakes horizon scanning of future social and environmental
sustainability matters

— Monitors business engagement on sustainability and corporate
responsibility matters

(@ More information on page 82.

Nomination and Governance Committee

— Reviews the Board's 3ize, structure and composition, ihcluding the
recommendation of new appointments to the Board

~ Monitors batance-of skills, knowledge, experience, independence
and diversity of the Board and its Committees to ensure that they
remain appropriate

— QOversight of succession planning and development plans of the
Board and senior management

— Reviews the Board's governance framework, including the Group’s
compliance with applicable laws and regulations '

— Oversight of annual performance evaluation of the effectiveness
of the Board and its Committees

— Monitors compliance against the UK Corporate Governance Code
(® More information on page 79.

Remuneration Committee

— Recommends and reviews the Remuneration Policy. ensuring
that it promotes the delivery of our strategy and the long-term
sustainable success of the business

— Approves remuneration and benefits for the Chair, Executive
Directors and Operating Board Directors

— Approves remuneration principles throughout the business
@ More information on page 90.

The Terms of Reference for these Committees can be found on our
website at www.about.sainsburys.co.uk.

Operating Board Committees

The Operating Board Committees support the work of the Operating
Board through delegated powers, as outlined below. Members of
senior management provide regular updates from these Committee
meetings to the Operating Board.

Business Performance Review

— Monitors and reviews implementation of the Group’s plans to
meet budget targets, as set out by the Operating Board

— Approves ‘in-year’ capital expenditure

— Monitors business performance with regards to-custorners,
the market, product proposition and perceptions of our brand

— Monitors and reviews colleague engagement

Group Data Governance Committee

— Oversees programmes that deliver compliance with Data
Protection, Data Security and Payment Card Industry data
security standards

— Oversees effective information security and risk management
throughout the business

— Provides assurance, with the Group CISO and Director of Data
Governance, to the Operating Board, Audit Commiittee and Board

Group Safety Committee

— Reviews the safety culture and the robustness of safety
management systems throughout the business, including foed
safety, online safety and colleague security

— Qversees standards for management.and monitoring of colleague
and custorner safety

— Provides assurance, with the Director of Safety and Insurance,
to the Operating Board, Audit Committee and Board

— Reviews the Group's safety performance and potential safety
risks within the business

Plan for Better Steering Committee
— Leads operational execution of our Plan for Better strategy

— Oversees Pian for Better activities in relation to this strategy to
ensure delivery

Customer, Commercial and Channels Forum

— 'Leads the development and execution of our customer,
commercial and channel plans against our strategy

— Manages the in-year operating performance of the retail business
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Key areas of focus for the Board

Our Board and Committee meétings were held in person and remotely during the year, enabling agile and effective decision-making. The Chair also held
regular calls between mecetings with the Nen-Lxecutive Directors. Members of the Operating Board. management teams and other collcagues attended Board
meetings to enable improved Board dialogue, review performance, discuss progress and agree key prioritics for the short, medium and longer term.

1loday Sibajelss

Key activities of the Board

The Board has-a detailed programme of activities which is agreed by the Chair, in conjunction with the Chief Executive and Company Secretary,
covering operational and financial performance, strategy and transformation planning, risk, governance, culture and stakeholtder matters. This enables
consideration and decision-making which is appropriate for the business, our stalceholders and the marlkets in which we operate. Further information
on the how the Board has taken the respective views of its lkey stakeholders into account during Board discussions is provided in our $.172 statement
on pages 29 to 35.

A typical Board meeting will comprise the following elements:
— performance reports including Chief Executive overview, Chief Financial Officer review and operational performance reports
- deep dive reports into areas of particular strategic importance to cvaluate progress, provide insight and, where necessary. decide on appropriate action
- werbal Comnmrittee updates from the Chairs of our Board Cormittees, including the ley-discussion points and particutar matters to bring to the
Board's attention
— feedback from shareholder meetings
= updates from our Great Place to Work pancl, with further context provided by the Mon-Executive Directors who attended that particular session

-

g
f
=
3.
[ .
3
[2]
(]
.
o
-8
=]
-

—- tegal, risk and governance updates, including approvalof the revised governance frameworl, approvalof the Modern Slavery Statement and
updates and review of material litigation

The table-on the following pages sets-out the key topics that the Board reviewed, discussed and debated during the year.

@ Food First

9 U > o
Brands that Deliver

% Save to Invest

@ Connected to Customers

Plan for Better

Benefits and Link to Link to Link to
Matters considered  Outcome consideration Stakeholders KPIs strategy %"
Q
Strategy — Discussed progress against — Having a clear, strategic — Customers — Grocery market @ ;*
the strategic plan and the direction for the short, — Colleagues share performance i 7
tmpact-of the-cost-of living ‘medium and tong term — Shareholders — Colleague Lo 2
crisis and inflationary and understanding our — suppliers engagement score SES 3
pressures on our customers, stakeholder expectations PR — Retail freecash flow . 3
colleagues and suppliers is vital for the execution of — Comimnuriities — Retail operating % v
— Monitored progress against our strategic priorities cost to sales '
culture, behaviours, diversity, — Staying connected to our __ Customer satisfaction @
equity and inclusion strategy stakehoiders has enabled score
which supports the long-term the Board to make-deliberate —— Plan for Better @
planning and future direction decisions on vatue .
of the Group investment, colleague pay commitment
— Reviewed the Operating and ensuring the longevity - Prettax return on
Board's investment choices of our supply chain capital gmploged
and ways of simplifying the The decisions taken have ~ Underlying profit
Group's operating model helped to deliver good results before tax
— ‘Held ‘deep dive discussions in the short term, but will also
on the Group’s strategic and enable the Group’s longer-
transformation programs term goals
— Discussed and created
relevant action plans
for long-term strategic
challenges
(@ More information on pages
10to12.
Key to Link to strategy



principal risks as
appropriate, are also
discussed through
the other matters
considered

— Identified and monitored
principal and emerging risks,
inciuding economic and
political uncertainty, supply
chain security-and raw
material availability

— Reviewed Audit Committee
discussions and decisions to
monitor internal controls,
stress testing and risk
mitigation across the
business

(® More information on pages
44t059.

is fundamental to our
governance framework

— Retail operating
cost to sales

— Customer satisfaction

_score

— Plan for Better

commitment

— Pre-tax retumon
capital employed

— Underlying profit

before tax
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o ‘Benefits and Linkto link to TLink to
Matters considered  Outcome consideration Stakeholders KPIs strategy
Chief Executive — TheChief Executive and Chief — The Board has delegated — ‘Customers — Grocery market /
report and Financial Financial Officer provided an au;horitg to the Chief — Colleagues share performance
updates overview of the operational Executive for the day-to-day ~ _ ghayenolders =~ — Colleague o8
and financial performance of management of the business Suppliers engagement score OFQ
. the business at each meeting — Qperational and financial s — Retail free cash flow
. . ) — Communities %
— Periodic updates on sales, updates provide oversight of — Retail operating
profit, cash flow, stakeholders the business, and the impact cost to sales
ahd progress against KPIs attions thay have on — Customer satisfaction @
(® More information on pages stakeholders score
“4toband 381043, -~ Plan for Better @
commitment
— Pre-tax return on
capital employed
— Underlying profit
before tax
Review of financial — Refreshed capital allocation — Board oversight supportsthe  — Customers — Group market /
position, going framework and review of strategic direction and — Colleagues share performance
concernand shareholders returns and long-term viability and ~ — Shareholders — Retail free.cash flow By
RN AR R T : . &
élritz:htg of the dividend poticy s:;%:i:;ft future liabilities ~ __ Suppliers — Retail operating cost
p — Managemeng of Qroup — Communities to sales %
Progress against flnanc.lng aCthltlE.S, — Pre-tax return on
the long-term plan including debt refinancing capital employed
and budget and pension plans — Underlying profit @
Review of balance ~ (® More information on pages before tax
sheet and leverage 38t043. @
targets
Reviewof funding
and liquidity plans
Risk management  — Maintained responsibilityfor ~ — The Board reviews themost ~ — Customers — Grocery market .
framework the identification and significant or principal risks — Colleagues share performance N
Updates on principal - Management of risks to facing the Group — Shareholders ~ — Colleague B
and emerging risks ensure the successful — Strengthening the risk and — Suppliers engagement score S
rati f th in i i ;
Risks, including operation of the business internal control environment ..o e — Retail free cash flow

® 86 ¢
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Matters considered

Outcome

‘Benefits and
consideration

Link to
Stakeholders

Llink to
KPIs

Link to
strategy

Culture, diversity
and inclusion
Talerit, succession
and development

~— Committed to the biggest
year-on-year investment
into colleague pay for our
retail colieagues and other
enhancements to colleague
benefits

— Maintained focus on culture
and developmenit as a critical
enabler of our longer-term
SUGCess

— Focused on succession
planning across pivotal roles
within the business, including
the appointment of Blathnaid
Bergin as Chief Financial
Officer, following the
Tetirement of Kevin O'Byrne

— Building leadership capability
to develop and grow diverse
talent and strengthen future
pipelines through tailored
development programmes

— Induction of Jo Bertram as
Non-Executive Director

— Supported the Operating
Board in the launch of-our
Smarter Working initiative
to further embed a positive,
forward-thinking culture
whilst improving business
outcomes-and-enabling
flexibility where it is most
valued by colleagues

— Received regular updates
on colleague engagement,
reviewing colleague feedback
from listening groups, the

Great Place to Work'paneland

the We're Listening survey

(® More information on.pages
15to16and 75to 77.

— Understanding what is
important to our colleagues
allows the Board to make
effective decisions to ensure
our culture is fit for purpose

== Supporting colleagues with
leading pay and benefits is
akey part of our Save to
Invest plan as it supports
Sainsbury’s strategic

service

— Colleagues

— Colleague
engagement score

— Plan for Better
commitment -

@

Qversight-of our
Plan for Better
strategy by the
Corporate
Responsibility and
‘Sustainability
Committee

— Signedup to the WWF's
Retailers’ Commitment for
Nature, a joint commitment
to halve the environmental
impact of UK shopping
baskets'by 2030

— Strengthened our human
rights undertaking with-an
enhanced focus on five new
human rights commitments
and the publication of our
first Human Rights Saliency
report

— Supported the launch of
-our Nourish the Nation
Community programme with
a long-term aim to support
communities with access to
food now and in the future

@ More information on pages
13to17 and 8210 83.

— ‘Qurcommitmment to-our
customers, colleagues and
the communities we serve are
reflected in our Plan for Better
strategy which is integrated
across our four other strategic
pillars

— Customers
— Colleagues
— Shareholders
— Suppliers

— Communities

— Plan for Better
commitment

— Colleague oG
engagement 0
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o ‘Benefits and link'to tink to Llink to
Matters considered  Outcome consideration Stakeholders KPIs strategy
Investor relations, =~ — Understanding of investors' — Ensures shareholder ‘Shareholders — Grocery market /
investor views and strategic and performance sentiment is understood share performance @
key market updates expectations of Sainsbury's and considered when making — Retail free cash flow e c
— Visibility of market decisionis — Retail operating S
conditions, share price . cost to sales
performance and future — Customet satisfaction %
outlook score
— Feedback oninvestor — Plan for Better @
meetings held during commitment o
the year — Pre-tax return on
capital employed
— Undertying profit
before tax
Safety updates ~— Review of major safety — The Board places significant ~ — Customers — Colleague
focusing onpeople ‘incidents and the safety importance on looking after — Colleagues engagement ‘score @
and food safety strategic plan, including the safety of colleagues, — Suppliers — Customer satisfaction
updates on trends and the customers and anyone else score @
Group's saféty culture impacted by our businéss — Plan for Better
(@® More information on page 16. commitment
Governance matters — Updates from the Chairs of — Animportant part of the — Colleagues — Colleague
the Committees Board's role s the-oversight-of  — Shareholders -engagement score @
— Review of audit and - _the Group’'s activities, — Customer satisfaction
governance reform processes ensuring that the Group is score
— Distusséd the Tésults of the properly governed with the — Plan for Better
Board effectiveness review required resources : commitment

_and prdgress against actions
— Legal and governance
updates, including material
litigation and Modern Slavery
— Review and approval of
statutory reporting and
shareholder documentation
— Approved the adoptiori of
a simplified governance
committee framework
— Ensured continued
‘compliance with the UK
Corporate Governance Code
2018, as outlined on page 68
® More information on pages
68 to 117.
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Composition, succession and evaluation

Director development

Induction

We have a comprehensive and tailored induction programme in place for
Directors when they join the Board to ensure their smooth transition and
enable them to gain an understanding of all major aspects of the business.
This includes an introduction to our purpose, vision, strategy, cultureand -
values, alongside our governance framework, sustainability strategy and the
‘opportunities-and-challenges facing the sector.

When joining the Board, a new Non-Executive Director typically meets
individually with each Board and Operating Board member, with senior
leadership from key areas of the business to gain an insight into their
Tespective areasof responsibility, and withkey advisers. The Company
Secretary and Corporate Services Director briefs new Directors on company
policies, Board and Committee procedures, and core governance practice,
which includes Directors’ duties and Market Abuse Regulations. They also
receive induction materials, including recent Board and Committee papers
and minutes, strategy papers, investor presentations, Matters Reserved for
the Board and the Board Committees’ Terms of Reference. New Directors
visit stores, depots-and other business locations to help them gain-a
broader understanding of the business. Director inductions are ongoing
processes over a number of years, during which they will cover the areas
in the table below. )

N

Jo Bertram joined the Board as a Non-Executive Director on 7 July 2022

and has been a member of the Nomination and Governance and Corporate
Responsibility and Sustainability Committees since this date. As part of

her induction, she met with Board members, senior teadership and visited
stores, which provided her with an excellent opportunity to engage directly
with store colleagues. These visits helped Jo develop an understanding of
key business challenges, colleague experiences and the culture embedded
across the business. In addition to this, she also spent time with Sainsbury’s
external advisers and consultants who provided her with detailed insight of
the retail sector.

After six years as Chief Financial Officer, Kevin 0'Byrne confirmed his
intention to retire from Sainsbury’s at the end of the financial year. Foltowing
a thorough external and internal search to identify a successor, Blathnaid
Bergin was appointed as Chief Financial Officer and joined the Board on
5-March 2023. Blathnaid started her induction programme-as-an Executive
Director prior to joining the Board. As Blathnaid already had a thorough
understanding of the business through her role as Commercial and Retail
Financial Director and previously as Group Financial Director, her induction
programme was tailored to build her experience of the increased

responsibilities as a ple Director, particularly around the reguilatory and

investor landscape. Blathnaid attended the analyst meetings held after
the Interim results and the Q3 results analyst presentation. She has been
attending Board meetings in her capacity as Chief Financial Officer
Designate since September 2022.

The Directors’ induction process

Understanding the
business

Understanding the sector
and environment

Meeting the Sainsbury's internal
team and advisers

Visiting Group
operations

— Business strategy, purpose and
vision

— Overview of each business area
-and its-opportunities

— Operating plans, current KPIs
and targets

— Key business relationships

— ‘Board and ‘governance
procedures, including Directors’
duties

— Board effectiveness reviews
and actions

— Matters relevant to the Board
Committees they join

— Recent Board and Committee
papers and minutes

— Key people and succession
plans

— Remuneration and reward
across the business

— Finance, Treasury and Tax
overviews

— Risk profile and approach

— Internal audit, risk and internal
controls

— The market and competitors

— Customer trends

— Consumer and regulatory
environment, including Market
Abuse Reqgulations

— Brand perception and
reputation

— ‘Analyst and investor
perspectives

~— Key stakeholders’ views

~— Directors - Store visits

— Committee Chairs — Distribution centres

— Company Secretary and
Corporate Services Director

— Members of the Operating
Board

— Senior leadership across
the business

— Members of the external
audit team

— Remuneration consultants

— Brokers

— Store support centres
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Continuing development

Non-Executive Directors continue to learn about the business by meeting
with senior leadership, colleagues, suppliers and other stakeholders, as
described on the previous page. All of the Non-Executive Directors continue
to engage with different aspects of the business to support their ongoing
development. Further information on the continuing development of one
of our Non-Executive Directors, Adrian Hennabh, is described below.

During the year, Adrian Hennah, in'his capacity as Chair of the Audit
Committee, focused his continuing development on cyber security,
Environmental, Sacial.and Corporate Governarce assurance and the UK
government’s proposals for audit and control related governance changes.
Adrian engaged with Sainsbury’s colleagues, auditors and advisers through
briefings on these key topics to inform discussions at Audit Committee
meetings. Through his external appointments, he gained further knowledge
and guidance in these areas from other colleagues, auditors and advisers.
This, alongside his discussions with third-party experts and reading of
relevant specialist publications, enabled Adrian to bring an informed
external perspective to Board and Audit Committee meetings and decisions.

Professional development and tratning

To ensure the Board updates and refreshes its skills and knowledge, we have
a programme to support Directors’ training and development requirements
in relation to governance, investor expectations and regulatory impacts. This
programme includes regular presentations from management on relevant
governance matters.

The Buoard Strategy Conference took place in Qctober and included updates
from our corporate brokers on the impact of current economic and political
situations, and views within the supermarket and general merchandise
sectors. The Strategy Conference provides an opportunity for the Board to
review and discuss transformation planning across the business in the short-
and medium-term. The programme-of activities for the Board inctuded store
visits, including a visit to one of the Group’s newest stores in Aylesbury, and
dinners with external attendees, including key stakeholders. This builds

the Directors’ understanding and knowledge of the wider business and the
macro environment in which the Group operates.

The Audit and Remuneration Committees received updates on relevant
accounting and remuneration developments, trends and changing
disclosure requirements from management. The Corporate Responsibility
and Sustainability Committee received stakeholder and regulatory updates
on ESG matters from management. More information can be found on pages
82,84 and 90.

The Board and Committees were updated on compliance with the Market
Abuse Regulation, the Modern Slavery Act, Task Force on Climate-related
Financial Disclosures, the 2018 Corporate Governance Code and Directors’
responsibilities under Section 172 of the Companies Act. Directors have
access to advice from the Company Secretary and independent professional
advice is available at the Company's expense, if necessary, in relation to
fulfilling their duties and responsibilities.

Board evaluation

Inline with best practice, we review the Board's effectiveness on an annual
basis through a formal performance evaluation, including an assessment of
the Board and its Committees. An external evaluator conducts the review
every third year, and, in the two intervening years, this is carried out by the
Company Secretary and Corporate Services Director to ensure continuity
over the three-year cycle.

Following a review of external providers by the Chair and the Company
Secretary and Corporate Services Director, Clare Chalmers was engaged

to conduct this year's external evaluation. Clare completed the previous
external evaluation in 2019/20 and the Board felt that it would be
-advantageous for her touse her existing knowledge to review progress-over
the last three years, as well as identify further opportunities for improvement.
Neither Clare Chalmers, nor her associates, has any other connection to
Sainsbury’s or any of its Directors and the Board was satisfied with her
independence.
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The process was designed to assess the strengths of the Board and to raise
challenges and opportunities for improvement. Clare observed the Board in
January 2023 and reviewed Board and Committee papers. She met with the
‘Chair and the Company Secretary and Corporate Services Director to agree
the scope of the evaluation and the key areas of focus, resulting in an agreed
agenda of interviews with the Board and members of the Operating Board.

A copy of the previous external evaluation report and the meeting agenda
was sent to each attendee before their individual meeting. Their discussions
remained confidential and no views were attributed to any individual in the
final report.

The key areas of focus included: the effectiveness, role and priorities of the
Board and its Committees; the Board’s composition, skills, diversity, culture
and succession planning; the leadership of the Board and the business;
decision-making and risk management: stakeholder engagement; talent
management; the Board's focus-on £SG and interaction in strategy; and
purpose, strategy and values. Each Director was given the opportunity to
raise their own additional points.

Following the individual discussions, Clare discussed her initial findings
'with the Chair and the ‘Comipany Secretary and Corporate Services Director,
then presented a final written report to the Nomination and Governance
Committee. A meeting was held with the Board to discuss the findings and
agree the key actions.

Findings of the 2022723 review

Clare Chalmer’s independent review concluded that the Board has made
significant progress against identified actions over the last three years

and had led the Company well. It also concluded that the Board and its
Committees and each of its Directors continue to be effective. Directors were
well led by the Chair and the Board and Committees have an open dialogue,
drawing upon the diverse range of experience and skills within the Boardroom.
All Directors-demonstrated commitment to their roles and the Board-culture
was deemed effective and conducive to creating a positive environment and
challenge by the Non-Executive Directors. The Chief Executive’s stakeholder-
led and collaborative approach had resulted in strong engagement with the
strategy and its execution. Significant progress had been made against a
clear strategy. despite the changing and challenging macro environmenit.

The review identified some opportunities for the Board, including the
following key priorities:

~— Continue to develop and test risk appetite to facilitate the Board's
decisions

— Identify further opportunities for third-party experts to engage with
the Board on selected topics

— Identify further opportunities for engagement with members of
senior teadership

The Board considered all of the recemmendations contained in the report.
The Board has developed an action plan which will be reviewed on a regular
basis by the Nomination and Governance Committee and also identified
development areas for the Board, which are detailed on page 77. The Board
reviews progress against the agreed actions regularly during the year. Any
‘Committee-specific findings and action points will be overseen by each
Committee Chair, with consideration of the overall Board findings which are
deemed relevant to the Committee’s work.

In accordance with the 2018 Corporate Governance Code, the findings of

the review of thie Chair were shared with the Senior Independent Director
respectively. The Senior Independent Director met with the Chair to review
this feedback. The review concluded that the Board was well led by the Chair
and the Directors were very satisfied with the Chair's current performance.
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Board evaluation cycle
Year 2
Review focused
on Year 1findings
raised and any new
findings arising Year 3 A combination of Progress and Adreed actions
Year 2 progress Board evaluation actions gfor 2073/24
reviewed and and Director implemented and beuond
areas of focus appraisal during 2022/23 Y
identified
Year 1
Independent
and externally
facilitated review

Key areas of focus from 2021/22 review

Progress and actions impiemented during 2022723

Board fotus on strategy
Allocate additional time dedicated to key strategic discussions at Board
mmeetings

The Board's Forward Agehda was reviewed to allotate more time and intlude
additional opportunities for focused discussion and reflection on strategic

Board Committees
‘Engage non-Audit Committee members in Audit Committee meetings
and expand the Nomination and Governance Committee’s remit

During the year, non-Audit Committee members were invited to attend

‘Committee meetings to‘enhance theirunderstanding-of our risks and

opportunities. All Board members attended the Audit Committee meeting
which discussed the year-end results.

The Board reviewed the delegated responsibilities and Terms of Reference
of each of the Board Committees. Following this review, additional
responsibilities were delegated to the Nomination and Governance
Committee to ensure the most effective use of Board time

Colleague engagement
Build on level of engagement between the Board and colleagues

Additional opportunities were identified for Non-Executive Directors to

‘attend sessions with our Great Place To Work employee resource group.

Further information can be found on page 31

Customer insights
Incorporate broader perspectives into customer insight sessions

The Board were provided with regular updates on customer feedback,
consumer sentiment, metrics and trend during the year, providing valuable
insight and supporting decision-making. Further information can be found
on page 30

Sainsbury’s Bank
Continue to develop relationships with the Bank Board and monitor the
Bank’s progress in delivery of its strategy

The Board held its September meeting at the Bank’s office, inviting senior
colleagues frem the Banl to presont stratogic and governance updates.
Appropriate relationships between the plc Board and the Sainsbury’s Bank
Board were developed further throughout the year, enabling closer
monitoring of the Bank’s progress to strengthen and simplify our financial
services business

110day Hibarens
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Division of responsibilities

How the Board operates

The Board and its Committees have a forward programme of meetings to
ensure that sufficient time is allocated to each key area and the Board's time
is used effectively. There is flexibility for items to be added to cach agenda,
which enables the Board to focus on lcey matters relating to the business at
the right time.

Our Board comprises the Chair, two Executive Directors and six independent
Non-Exccutive Directors. Jo Bertram joined the Doard as a Non-Executive
Director on 7 July 2022 and has been a member of the Nomination and
Governance Committee, and the Corporate Responsibility and Sustainability
Committee since this date. Susan Rice retired from the Board on 7 July 2022.

Kevin 0'Byme retired from the Board on 4 March 2023. Blathnaid Bergin
became the Chief Financial Officer and joined the Board with cffect from
5 March 2023.

-Our Board members’ responsibilities are listed below -and more information
on their specific contributions can be found in their biographics on pages 62
to 65.

Chair
Martin Sciduna

— Leading the Board and ensuring its effectiveness in
all aspects of its role

~- Promoting the highest standards of corporate
governance

-— Ensuring that the Board is aware of the views of
shareholders and other stakeholders

— Promoting a culture of openness and debate in the
boardroom and constructive relations between
Executive.and Non-Executive Directors

Chief Executive — Leading the day-to-day management of the business
Simon Roberts and executing the strategy agreed by the'Board
— Proposing strategies, business plans and policies to
the Board
— Ensuring effective implementation of the Board's
decisions
-— Leading, moativating and monitoring performance of
the Company’s senior management
— Creating-a framework of strategy, values, culture,
performance management and objectives to ensure
the successful delivery of results for the business
— 'Mainitaining an effective framework of internal
controls and risk management
Chief Financial — Supporting the Chief Executive in developing and
Officer implementing strategy
Blathnaid Bergin — Overseeing the day-to-day financial activities and
(with effect from the financial performance of the business
5 March 2023) — Together with the Chief Executive, ensuring that
Kevin 0'Byrne financial policies and practices set by the Board are
(retired from the Board adopted at all levels of the business
-on 4 March 2023)

Sentor Independent — Acting as a sounding board for the Chair and as an

Director intermediary for the other Directors when necessary

Brian Cassin — Being available to meet with shareholders and
representative bodies.as required '

— Leading the annual appraisal and review of the

performance of the Chair

Independent — Bringing an external perspective, independent

Non-Executive judgement and objectivity to the Board's

Directors deliberations and decision-making

Jo Bertram — Supporting and constructively challenging the

Jo Harlow Exetutive Directots and senior management,

Adrian Hennah holding them to account and offering specialist

Tanuj Kapilashrami advice using their wide and varied experience

Keith Weed CBE — Monitoring delivery of the agreed strategy within

the risk management framework set by the Board

J Sainsbury plc Annual Report 2023

Company Secretary — Advising and assisting the Board and theChar,
and Corporate particularly in relation to governance, Board
Services Director evaluations, induction, training and formulating the
Tim Fallowfield OBE agenda for Board meetings
— Ensuring that Board procedures and the governance
framework are effective
— Ensuring the Board receives accurate, timely and
clear information and is consulted on all matters
important to it

During the year, the Chair and Non-Executive Directors met without the
Executive Directors being present. The Chair held reqular and informal calls
between Board meetings with the Non-Executive Directors to consider their
views and to enable thorough preparation for Board discussions. In addition,
the Senior Independent Director held discussions with the Nan-Executive
Directors without the Executive Directors or the Chair being present.

Directors were kept informed of the key discussions and decisions made at
each of the four principal Committees — Audit, Nomination and Governance,
Remuneration, and Corporate Responsibility and Sustainability. The Chair of
each Committee provided a detailed summary at the Board meeting
following the relevant Committee meeting.

In the rare event that a Director is unable to attend a Board meeting, the
Chair will meet with the relevant Director in advance, so that their comments
dandinputs tan be considered. FOllUWihg the megting, the Chair will provide
an update to them on the outcomes of the discussions.

The following table shows the attendance of Directors at scheduled Board

meetings. The Board held nine scheduled meetings during the year, together
‘with additional unscheduled meetmgs which were well attended by all Directors.

‘Martth Sticluna '9(9) Tanuj Kapilashrami 9(9)
Jo Bertram! 6(6) Kevin O'Byme 9(9)
BrianCassin 9(9) Susan Rice” 3(3)
Jo Harlow 9(9) Simon Roberts 9(9)
Adrian Hennah 99) Keith Weed 9(9)

The maximurn number of scheduled meetings held during the year that each Director could attend is
shownin brackets.

1. JoBertram joined the Board on 7 July 2022
2. Susan Rice stepped down from the Board on 7 July 2022

Time commitment and conflicts of interest

Prior to appointment, each prospective Non-Executive Director confirms
that they will have sufficient time available to be able to discharge their
responsibilities effectively and that they have no-conflicts of interest. This is
discussed by the Board before any appointment is made.

In addition, the Board reviews and approves requests by Directors wishing to
undertake new external responsibilities or directorships, considering both
the time commitments involved and any potential conflicts. The conflicts of
interest register is reviewed annually to ensure it is up to date and that there
are no new conflicts to consider. No changes were recorded during the year
that would impact the independence of any of the Directors.

The Board supports Executive Directors having a non-executive directorship
tole as part of their continuing development, provided that they have
sufficient time to balance their commitments to the business with any
external role. Subject to Board approval, each Executive Director may hold
one Non-Executive Director position. Whilst recognising the benefits of
‘Non-Executive Directors having varied and broad experiences, the Board
keeps in mind investor guidance and reviews the commitments of each
Director annually.

Throughout the year, all Directors have demonstrated high levels of availability
and responsiveness for additional meetings and discussions where these have
been required. The Board remains confident that individual members continue
| todevote sufficient time to undertake their responsibilities effectively.




Governance Report

Nomination and Governance
Commiittee Report

Dear Sharcholder

It has been a busy year for the Committee, with
changes in our Board and the extension of the
Committee’s responsibilities.

Susan Rice stepped down from the Board and her role as Senior Independent
Director-on 7 July 2022, after nine years of outstanding contribution-and
commitment. Following her retirement, Brian Cassin was appointed as
Senior Independent Director, Jo Harlow became Chair of the Remuneration
Committee and Keith Weed was appointed as Chair of the Corporate
Responsibility and Sustainability Committee; each of whom has demonstrated
expertise and skilful leadership in‘these roles. We welcomed Jo Bertram as

a Non-Executive Director on 7 July 2022 and she has made a strong start,
bringing significant cxpertise to the Board, particularly inrelation to our
development of improved customer experience through digital solutions.

After six years as Chief Financial Officer, Kevin 0'Byrne retired from the
Board at the end of the financial year. Kevin played an instrumental role in
strengthening the Group’s financial position and developing-and
implementing our strategy and we thank him for his impressive and
sustained contribution to the business.

Following a rigorous search process, Blathnaid Bergin was appointed as
Kevin's successor and started as Chief Financial Officer-and Board member
at the start of the new financial year. Blathnaid has a strong record of
financial leadership and has supported the development and delivery of our
strategy. 1 am delighted to welcome her to the Board and look forward to
continuing to work alongside her.

The Board remains supportive of the recommendations of the Hampton-
Alexander Review on gender diversity and the Parker Review on ethnic
diversity. The Board continues to malc good progress against its diversity,
equity and inclusion strategy, and the Company was recognised in the
Financial Timog Diversity Leaders in Burope List, the Times Top 50 Tmploycrs
for Women 2022 List and ranked third in the 2022 FTSE Women Leaders FTSE
100 leaguc table. I.am proud of the significant progress we have made to
reach gender balance across our senior teadership; four of our nine Board
Directors and 50 per cent of our Operating Board members are women.

During the year, the Committee’s responsibilities were extended to include
-governance matters, alongside the key role it plays in supporting the Board
with succession planning, reviewing Board composition and promoting
diversity, equity and inclusion. .

Martin Scicluna
Chair
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Principal role and responsibilities

The Nomination and Governance Committee is responsible for
reviewing the structure, size and composition of the Board and its
Committees, taking into account skills, knowledge, experience and
diversity, and making recommendations to the Board for anychanges.
It is responsible for formulating plans for succession at Board and
senior management levels, taking into account the challenges and
opportunities facing the business, and the skills and expertise needed
to ensure the long-term success of the Company. The Committee also
reviews diversity, equity and inclusion across the business, and takes
responsibility for certain governance matters.

The Committee’s Terms of Reference are availahle on the Company’s
wehsite www.about.sainsburys.co.uk.

The Committee held two scheduled meetings in the year, together with
several unscheduled meetings relating to recruitment and succession planning.

Attendance at the scheduted Nomination and Governance Committee meetings:

Martin Scicluna 2(2 Adrian Hennah 2(2)
Jo Bertram! 2(2) Tanuj Kapilashrami 22
Brian Cassin 2(d) Susan Rice? 0(0)
Jo Harlow 2(2 Keith Weed 2(2)

The maximum number of scheduled meetings held during the year that each Director could attend is
shownin brackels.

1. JoBertram joined the Board on 7 July 2022.
2. SusanRice stepped down from the Board on 7 July 2022,

Committee membership

The Committee consists of the Chair of the Board and the six Non-Executive
Directors, all of whom are independent. The Chair of the Board is also the
Chair of the Committee, and the Company Secretary and Corporate Services
Dircctor or his nomince acts as the Secretary of the Committee.

The Chief Executive and Chief Finanrial Nfficer attend meetings by invitation.

Succession planning

Talent development

‘We recognise the importance of developing our people, and the talent
pipeline within our business continues to be a key focus for the Committee.
Qur senior leadership pepulation is a source of future Operating Beard talent,
with five members of our Operating Board, Rhian Bartlett, Graham Biggart,
Tim Fatlowfield, Mark Given and Clodagh Moriarty. progressing through this
route. Similarly, Blathnaid Bergin joined the Board through internal
succession on 5 March 2023.

Our Leadership Acceleration Programme, Leading Together and Leading
Steps Up programmes are key investments we continue to make into
developing our senior leadership.

Appointments to the Board

The Nomination and Governance Committee has a formal, rigorous and
transparent procedure for the appointment of new Directors to the Board.
When the need to appoint a Director is identified, for instance when a
Director is approaching the end of their ninth year on the Board, the
Committee reviews the experience, skills and knowledge required, taking
into account the Board’s skills matrix, existing composition and the relevant
experience and understanding of our stakeholder groups. We engage
executive search consultants to develop a diverse list of possible candidates
who meet the desired specification. Suitable candidates are then interviewed
by Committee members. The process is led by the Chair of the Board,

who receives support from the Company Secretary and Corporate Services
Director and the Directors as appropriate.

Careful-consideration is-given to-ensure that propesed appeintees-have
enough time available to devote to the role and that the balance of skills,
knowledge and experience on the Board with regard to experience and
understanding of our stakeholder groups is maintained.
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When the Nomination and Governance Committee has identified a suitable
candidate, it makes a recommendation to the Board, enabling the Board to
make the final decision.

The Committee followed the above procedure during the search for the new
Chief Financial Officer, Blathnaid Bergin. The Committee considered and
interviewed a wide and diverse range of intemal and external candidates
for the role. The Board was unanimous in its decision to appoint Blathnaid
Bergin as Chief Financial Officer.

The Committee discussed the overall skill sets of
the Board and Operating Board to agree a detaited
job specification, skill set and preferred attributes
for the appointee. A thorough review of potential
candidates was undertaken, resulting in a diverse
longtist of external and internal candidates from
a broad range of backgrounds. The Committee
shortlisted a number of candidates.

Identify

The Chair and several of the Directors met with the
shortlisted candidates who confirmed their interest
in the role. Following the interviews, the Nomination
and Governance Committee members met to
discuss feedback.

Interview
Select

Appoint

The Committee was unanimous in its final selection
of candidates. It recommended to the Board that
Blathnaid Bergin be appointed as Chief Financial
Officer. Her specific-contribution to the Company
can be found in her biography on page 62.

Blathnaid Bergin's appointment as Chief Financial
Officer was announced on 5 July 2022 and took
effect on 5 March 2023,

Diversity, equity and inclusion

The Board and Committee continue to promote the importance of diversity,
equity and inclusion across the business. We are committed to being a truly
inclusive retailer where every single one of our colleagues is treated fairly
and with respect and can fulfil theirpotential. We want our customers to feel
welcome when they shop with us. We embrace and encourage diversity,
inclusion and equity and aim to reflect the diverse communities we serve.
Simon Roberts and the Operating Board provide clear and committed
leadership and accountability of our inclusion agenda, with members of the
Operating Board acting as sponsors across wellbeing, diversity and inclusion,
and our Colleague Networks. The governance of diversity, equity and
inclusion is a regular part of the-Operating Board agenda to-ensure ongoing
progress and focus.

To ensure sustained improvement, we continue to look at focused initiatives,
culture and accountability through aspirational targets. In 2021, we set
stretching targets to take us to 2024, covering morc of our talent pipeline and
Black representation specifically. We have set a target of 50 per cent female,
12 per cent Ethnically Diverse and 3 per cent Black representation at senior
management level. Importantly, these targets form part of our long-term
incentives for management. We are publicly reporting on our progress
against these targets twice a year and further information is available on

our website www.about.sainsburys.co.uk/sustainability/better-for- |

everyone/diversity-and-inclusion.
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. Board diversity policy

We promote diversity on our Board and we believe there is good balance
amongst our Executive and Non-Executive Directors, with extensive and

. wide-ranging experience of retail and other consumer-facing businesses
« and varying length of service. Our Non-Executive Directors have other
- highly relevant skills derived from serving in a range-of major executive and

non-executive positions throughout their careers and a blend of cognitive,

- personal strengths and backgrounds.

. We are keen to ensure that Board membership reflects diversity in its
* broadest sense, our colleague base and the communities in'which'we serve.
. The Board’s approach to its own diversity is as follows:

. Aim to maintain a level of at least 40 per cent female Directors
; and at least one Director who identifies as Ethnically Diverse on

‘the Board.
Four of our nine Board Directors are women (44 per cent) and one identifies

. as Ethnically Diverse. In.making its recommendations to the Board, the

Committee has due regard to the 2018 Corporate Governance Code and other
best practice and will consider the balance of skiils, experience, independence

. and knowledge of the Board. its diversity in the broadest sense, including
. gender and ethnicity, how the Board works together as a team and other
- factors relevant to its effectiveness.

We are proud to have our progress recognised in this year's FTSE Women
Leaders Review, ranking third in the 2022 FTSE 100 Women on Boards and

" in Leadership league table. The Board continues to review the development
- -of the pipeline of both Ethnically Diverse and female senior management

within the business. Fifty per cent of the ten members of our Operating

i Board are women. More information on diversity and inclusion can be found
' onpage 15.

: ‘Consider candidates for appointment as Non-Executive Directors

from a wide pool.
When appointing Non-Executive Directors to the Board, the Nomination and

* Governance Committee will work closely with external advisers in compiling
* long and short lists of diverse candidates from various backgrounds and

. sectors. Candidates are then identified, interviewed and measured against

¢ adetailed job specification, skill sets and preferred attributes.

; Assist the development of a pipeline of high-potential colleagues

by encouraging key members of senior management within
the business to take on additional roles to gain valuable Board
experience.

' The Board supports and encourages initiatives that strengthen the pipeline

. of talent in the Company including:
i — A comprehensive talent management review is presented-and discussed

by the Board

— Highly personalised plans and initiatives are developed for high-potential
colleagues to broaden their skill sets and experience to prepare them for
future senior roles; for example, through boardroom exposure, and
non-executive and trustee roles outside the business

— Senior leadership mentoring schemes sponsored by Board and Operating

The Board receives regular updates on our inclusion initiatives and the Board, -

Corporate Responsibility and Sustainability Committee and Nomination and
Governance Committee receive detailed presentations throughout the year
-on-our inclusion priorities and the progress we are making. The Remuneration

Committee also reviewed and approved the Ethnicity and Gender Pay Report

which can be found on our website www.about.sainsburys.co.uk/
making-a-difference/gender-pay-gap.

Board members

1. The definition of 'senior management’ in the 2018 Corporate Governance Code shoutd be the Executive
Committee or the first layer of management below Board level. including the Company Secretary.
However. with such a large workforce, we believe inctuding our top 230 senior teadership in the scope of
our targets ensures that we are focused on improving diversity in alt of our most significant leadership
positions and developing our pipeline of tatent. Our top 230 lead targe teamns and are critical role models
inthe organisation. playing avital role in shaping the inclusive culture that we are working hard to
create. We want all of our cotleagues to see visible and diverse leaders in every part of the business.
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Corporate Responsibility
and Sustainability
Committee Report

Dear Shareholder

We are committed to delivering against our
sustainability agenda, and this year we have made
good progress against our Plan for Better targets,
“further integrating environmental and social
sustainability into the core of our business.

I was delighted to become Chair of the Corporate Responsibility and
‘Sustainability Committee and 1 am dedicated to progressing the important
work it has delivered over the past few years. I want to thank Jo Harlow for
her contributions and commitment during her tenure as Chair.and 1 look
forward to continuing to work together in this group. I'm also very pleased
to have welcomed Jo Bertram to the Committee.

The Committee oversees the governance of being a sustainable business,
focusing-on-environmental and social strategy,-as well as stakeholder
engagement including our customers, colleagues, suppliers, the community,
shareholders and government. We remain committed to listening and
engaging with our stakeholders and more information about this can be
found on page 29.

Iam pleased to see the significant progress that has been made against Plan
for Better, which encompasses a broad set of sustainability commitments
across our environmental and social agenda. The Plan is fully integrated into
our business strategy and governance processes, with ongoing collaboration
‘between our Operating Board and Management teams.

Since Plan for Better was launched we have made improvements to our
targets, ensuring they are robust to address the social and environmental
chalienges facing the world, and made good progress on integrating Plan for
Better into our daily business operations.

This year we were awarded an A rating for our Climate Change CDP
submission for the ninth consecutive year, making us the only UK food
retailer to have achieved this. We also know that the scale of change required
can only be achieved through collaboration and I am particularly proud of
the ‘Retailers’ Commitment for Nature’, which saw us come together with
other retailers-and WWF to-address the impact the food systemhas-on the
environment. Through this retailer group, we set out plans for a new Climate
Action Programme and all aligned to a 1.5-degree climate commitment.

We also launched our new Community and Partnership strategy, which
focuses ‘on supporting our Better for Everyone pillar, helping improve access
to food and tackling food poverty, with a total of £970,000 given to stores

to support projects in their local community. Our Nourish the Nation
community programme launched in November and we have donated

£7.2 miltion to Comic Relief, FareShare and other key redistribution partners
‘to support local community food projects. We continue to work in partnership
with Neighbourly to ensure no good food goes to waste, which has supported
the redistribution of over 10 million meals to those in need so far.

We announced changes to date labels on packaging for 276 own-brand
products in a bid to help reduce food waste in homes. These changes could
help UK households save 11,000 tonnes of food each year, the equivalent
of 17 million products. Inour-efforts to-help everyone eat better, we-also
ensured that at least 70 per cent of our products which were price matched
to Aldi were Healthy or Better for you as well as great value.
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To reducce plastic, we launched refillable handwash pouches, which are
estimated to save a total of 28 tonnes of plastic every year and removed
plastic bags from our entire banana range. We are also partnered with UK
charity Newlife in all our supermarkets, where Tuclothingnot sold in-store
will be recycled or resold to support disabled and terminally ill children.

I am confident in the progress we've made on Plan for Better, however,
acknowledge fully the scale of the challenge that lies ahead. We are committed
to detivering against our plan and our stretching targets because not onty

is it critical to the success of our strategy, it is critical to protecting and
preserving the planet for future generations. We look forward to sharing
more on our achievements in the coming year.

Keith Weed )
Chair, Corporate Responsibility and Sustainability Committee

Principal role and responsibilities

The Committee’s principal role is to review the sustainability strategy,
‘ensuring it is aligned with the:‘Company's purpose, strategy, culture,
vision and values. The Committee also plays a part in monitoring

the business's engagement with stakeholders including customers,
colleagues, suppliers, the community, shareholders and government
on sustainability and corporate responsibility matters.

Attendance at scheduled Committee meetings:

Keith Weed 4(4) Martin Scicluna 4(4)
Simon Roberts 4(4) Jo Harlow 4(4)
Jo Bertram! 2(2)

The maximum number of meetings held during the year that each Director could attend is shown in brackels.
1. JoBertram joined the Board on 7 July 2022.
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Principal activities in the year

The Committee met four times during the year for scheduled meetings.
The meetings focused on our Plan for Better strategy, horizon scanning
and stakeholder engagement — customers, colleagues, the community,
suppliers, shareholders and government. The Committee plays an active
role in‘ensuring that Plan for Better is fullyintegrated into-every aspect
of our business and oversees updates and progress against our targets
and commitments.

At each Committee meeting, members discussed our engagement across
‘our ‘stakeholder groups, with‘deep dives of individual groups at‘each
meeting. The Committee made the decision to align our targets to WWF's
Retailers’ Commitment for Nature, to have Net Zero targets aligned with

a 1.5-degree pathway across all scopes. As this new commitment will require
steeper reductions across our emissions footprint, the Committee reviewed
a detailed plan which set out the actions we would takein our own business,
with suppliers and with industry. Embedding Plan for Better outcomes
in‘how we-do business isa priority for us-and, with steer from the CR&S
Committee, our Food Commercial division set out individual category level
targets across our priority areas: Plastic, Health, Food Waste and Carbon
Scope 3. This is to ensure full accountability for delivery of our commitments
and enable accelerated action. The Committee also discussed and agreed

to reset our Biodiversity piliar and approved a refreshed set of Human Rights
commitments.

Governance
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The legislative landscape was discussed at the Committee, ensuring we have
the right plans in place to meet regulations such as HFSS (high in fat, salt and
sugar) and the Deposit Return Scheme. The Committee also reviewed our
reporting and disciosure approach to ensure our methodology was robust
and can meet evolving stakeholder expectations.

The Committee reviewed our engagement with suppliers and the feedback
we received from them via the Advantage Suppliers Survey and Groceries
‘Code Adjudicator report helped set out our future direction. More information
on suppliers can be found on page 33. Our Taskforce on Climate-related
Financial Disclosures (TCFD) insight and report was reviewed at the
Committee; further information on TCFD can be found on page 18. The
Committee examined the business’s approach to Net Zero Transition Plan
requirements and agreed its publication timeline. The Committee discussed
future ESG upskilling sessions for the Board, but also more broadly across
‘other teams in the business. The-Committee also ‘considered the Plan for
Better remuneration approach and advised the metric and weighting should
be chosen to drive the right behaviours, in line with our ESG ambitions.

For further information on our Corporate Responsibility and Sustainability
agenda, please see:

— Page 13 for progress on our Plan for Better commitments

— "Page 18 for our TCFD report

— Page 96 for information on sustainability-linked remuneration targets
— Visit www.about.sainsburys.co.uk to read our Plan for Better Report

J Sainsbury plc Board
Oversight of the sustainability strategy.
Chair: Martin Scicluna, Chair

Remuneration Committee
Reviews remuneration targets
aligned to the sustainability
strategy’.

Chair: Jo Harlow,
Non-Executive Director

Corporate Responsibility and
Sustainability Committee

Reviews the sustainability strategy, ensuring it is aligned with the Company’s purpose,

strategy. culture, vision and values. It also monitors the business’s engagement with
stakeholders including customers, colleagues. suppliers, the community, shareholders
and government on sustainability and corporate responsibility matters.

Chair: Keith Weed. Non-Executive Director

Audit Committee
Reviews risks and confidence

‘in disclosures aligned to our

sustainability strategy?.

Chair: Adrian Hennah,
Non-Executive Director

N

‘including FCFD recommendations.

l

Operating Board

Defines the business-wide strategy, adapting to new regulatory requirements and
trends. Reviews cross-value progress and signs off major investments.

Chatr: Simon Roberts. Chief Executive

[

Plan for Better Steering Committee?

Leads operational execution of our sustainability strategy, Plan for Better,
by overseeing activity, ensuring delivery of performance?

Chair: Mark Given, Chief Marketing Officer

3. Previous working group structure was reviewed and replaced with workstrearn-specific forums to support more efficient ways of working.

Remit of Committee in relation to the sustainability strategy. For full details on the Committees. please read the Remuneration Committee Report on page 96 and the Audit Committee Report on page 84.
. Membership consists of Directars from across the business. with additional Director representation from Audit. Finance and Strategy attending the Committee twice a year to review Corporate Risk Updates
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Audit Committee Report

Dear Shareholder

I am pleased to present the Committee’s report for
the year ended 4 March 2023. This report explains
the Committee’s responsibilities and shows how it has
delivered on this during the year.

The Committee plays an important role in ensuring the integrity of the
financial reporting, the internal control environment and risk management
processes. During ‘the year, we have considered a variety of matters aligned
with the Group’s principal risks.

These included:

— Financial reporting, including the processes in place to ensure the Annual
Report and Financial Statements are fair, balanced and understandable

— Review of cyber security and the IT control environment, incorporating
a deep dive on, and continued monitoring of cyber risk

— Assessment of Environmental, Social and Governance (ESG) metrics and
assurance

— The continued evolution of our risk management framework and key
discussions

— The Group’s response to the government’s proposals on audit and
corporate governance reforms

— The Group’s response to the impact that the significant movements in the
UK gilt market hadon its pension-scheme

Through the annual Board evaluation process (pages 76 to 77), the Board has
confirmed the effectiveness of this Committee in its role of supporting the
Board in compliance with its duties.

Looking ahead to 2023/24, the Committee will remain focused on the Group’s
reporting, internal control and risk management processes. We will continue
to oversee the development of plans to meet the Government's reform
proposals, including the introduction of an audit and assurance poticy.

I would also like to thank my Committee colleagues, Brian Cassin and
Keith Weed, and all the members of management who attend, report to
and support the Audit Committee, for their energy and focus in enabling
us to discharge our responsibilities effectively.

Adrian Hennah
Chair, Audit Committee

Committee membership

The members of the Committee are all independent Non-Executive Directors
who, together, have experience and skills relevant to the retail sector. The
Board has determined that Adrian Hennah has recent and retevant financial
experience and each member of the Committee has extensive general
business-and management experience. The different-and-complementary
skills each member brings to the Committee have helped ensure robust and
productive discussions with management and the external auditor. The
Committee members’ expertise and experience is set out in each of their
biographies on pages 62 to 65.

The Committee is also well supported by the Director of Internal Audit,
Risk and Resilience and the Internal Audit team:; they play an important
role and their work is respected throughout the business.

Regular attenders at'Committee theetthgs thclude the Chair of the Board,
the Chief Executive, Chief Financial Officer, Director of Internal Audit, Risk
and Resilience, Director of Group Finance, Company Secretary and Corporate
Services Director, Deputy Company Secretary, the Chief Information Officer,
the Chief Information Security Officer, representatives of Sainsbury’s Bank
and the external auditor.
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Principal role and responsibilities

The primary role of the Committee is to ensure the integrity of

the financial reporting and auditing processes and monitor the
effectiveness of the Group’s internal control and risk management
'systems. This includes:

~ Monitoring the effectiveness of the financial statements of the
‘Company, discussing formal announcements relating to the
Company'’s financial performance and any significant issues
and any significant judgements contained in them

— Reviewing the Group's financial statements and the material
financial reporting judgements contained in them

— Advising the Board on whether the Committee believes that this
Annual Report and the financial statements contained within it,
when taken as a whole, are fair, balanced and understandable, and
provide the information necessary for shareholders to assess the
Group's position and performance, business model and strategy

— Reviewing and monitoring the external auditor’s independence
and objectivity-and the effectiveness of the.audit process, taking
into consideration relevant UK professional regulatory requirements

-— Developing and implementing a policy on the level, amount and
pre-approval of non-audit services provided by the externat auditor

— Advising the Board on the appointment, reappointment and
removal of the external auditor and the remuneration and terms
of engagement of the external auditor

— Monitoring the effectiveness of the Group's internal controt
and risk management systems, including whistleblowing and
fraud controls

— Reviewing the scope, activities and results of the Internal
Audit function

— Reviewing the Committee’s Terms of Reference, carrying out
an-annual performance evaluation exercise-and noting the
satisfactory operation of the Committee

— Reporting to the Board on how it has discharged its operations

The Committee’s Terms of Reference are available on the Company’s
website www.about.sainsburys.co.uk

Committee meetings
The Committee held four scheduled meetings in the year.

Attendance at scheduled Audit Committee meetings:

Adrian Hennah 4(4) Keith Weed

4(4)

3(4)
Brian Cassin

The maximum-aumber of meetings held during the year that.each Director could attend is shown in brackets.

Each Committee meeting followed a distinct agenda to reflect the financial
reporting cycle and particular matters for the Committee’s consideration.

The Committee has a periodic and structured forward-looking planner. This
is designed to ensure that responsibilities are discharged in full during the
year and that regulatory developments continue to be brought to the
Committee’s attention. Meeting content is regularly reviewed with
management and the external auditors, evolving to support appropriate

-discussion. Anupdate is provided to the Board following-each meeting.

Committee meetings are generally scheduled close to Board meetings to
facilitate effective and timely reporting. Committee members regularty hold
private sessions following each meeting with each of the Director of Intemal
Audit, Risk and Resilience and the external auditor to provide an additional
opporturiity for open dialogue and feedbatk without management present.
The Committee Chair also meets with the Chief Financial Officer, Director of
Internal Audit, Risk and Resilience and external auditor on.an ad hoc basis
and prior to each Committee meeting.
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Commiittee activities

In addition to its key areas of discussion, the Committee received reqular
updates from management in relation to key financial controls; ESG metrics
assurance and reporting; general controls; treasury; capital structure;
internal audit; and compliance. The Committee also received regular updates
in relation to Sainsbury's Bank which operates its own audit and risk
committees governed by specific banking regulations. Representatives of
the Bank reqularly attend our meetings.

Financial reporting

The integrity of the financial statements and formal announcements
relating to financiat performance

The Comirnittee reviewed the Anhual Report, the Prelitninary and Interim
results, and supporting informatton to assist in these reviews.

Significant financial and reporting matters

The Committee reviewed items relating to pensions, tax, going concern and
viability, the impact of the conflict in ‘Ukraine and the impact of heightened
cost inflation and the squeeze on customer real incomes on the Group.

More information can be found in Significant financial-and reporting matters
on page 88.

Treasury funding and liquidity

The Committee assessed the business's secured and unsecured borrowing
facilities and their apprepriateness in tener and-amount to-Group requirements.

Assumptions and qualifications in support of the viability and going
concern statements

The Committee assessed the financial projections over three years, which
continues to-be an appropriate timeframe for the Statement-of Viability

as approved by the Board. More information can be found in the Statement
of Viability on page 58 and the Significant financial and reporting matters
on page 88.

Assessment of whether the Annual Report is fair, balanced

and understandable

One of the Committee’s key roles is to advise the Board that it is satisfied

that the Annual Report and Financial Statements are fair, balanced and

understandable (see page 118) and provide the information necessary for
shareholders to assess the Company's position, performance, business
model and strategy. In doing so, the Committee ensures that management
disclosures reflect the suppoerting detail, -and/or challenges management to
explain and justify their interpretation and, if necessary, re-present their
position. The external auditor supports this process, in the course of its
statutory audit, by auditing the accounting records of the Company against
agreed accounting practices, relevant laws and regulations. In addition,

the Committee:

— Reviewed the processes and controls that underpin the Annual Report
preparation inctuding confirmation that the reporting team and senior
management were fully aware of the requirements and their
responsibilities

— Received a draft of the Report and provided feedback on it, highlighting
any areas that required further clarity. The draft Report was amended
to incorporate any feedback ahead of final approval

— Was provided with a list of the key matters included in the Annual
Report, highlighting both positive and negative influences

— Reviewed and discussed the key factors considered in determining
whether the Report is air, balanced and understandable

The Committee advised the Board that the Annual Report and Financial
Statements are fair, balanced and understandable, and that the Directors
have provided the necessary information for our shareholders to assess the
Company's prospects, business model and strategy.
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Risk management and internal controls, and principal
risks and uncertainties

Therisk anagement protess reviews the principal tisks and
uncertainties, and emerging risks and opportunities, facing the Group
and compares these to the assumptions, scenarios, and actions used
and addressed in the Group’s corporate plans

The Committee reviewed the Group’s risk register, principal and emerging
risks and mitigation strategies, with particular discussion around prioritised
risks and risk movements. A robust assessment of the Group's principal risks
and-detailed scenario analysis work to stress test liquidity was performed
as part of the viability scenario modelling. For further information on the
Group’s risk management framework, see pages 44 to 59.

Reports from the Audit and Risk Committees of Sainsbury’s Bank,
including risk and cornpliance reporting protesses

Sainsbury’s Bank plc is a subsidiary of the Company, with an independent
Board responsible for setting the Bank's strategy, risk appetite and annual
business plan. It has an independent Chair and five Non-Executive Directors,
four of which are independent. The Bank's Chief Executive Officer and Chief
Financial Officer also sit on the Bank's Board. The Bank's Chief Executive
Officer, supported by the Bank’s Executive Committee, is responsible for
-day-te-day management of the business.

The Chairs of the Bank’s Audit and Risk Committees, the Bank's Chief
Executive Officer, the Bank's Chief Financial Officer and the Bank’s Chief
Risk Officer attended meetings of the Committee and provided updates
‘on-critical accounting judgements and-estimates, important operating

and regulatory matters, operational resilience and capability, the control
framework and environment, and key risks. There is regular communication
between Sainsbury’s Internal Audit function and its equivalent within the

The Committee considered the effectiveness of key financial controt
programmes and monitored the control environment, and imptementation
of recommendations to further enhance the Group’s financial reporting
systems. The Internal Controls over Financial Reporting (ICFR) programme
was established in FY20/21 to design, implement and embed a framework to
both improve the Group's intemnal control framework-and to-comply with
expected enhancements to corporate governance for UK listed companies.
Sponsored by the Chief Executive and Chief Financial Officer, the Committee
received regular updates on the progress made towards the implementation
of the ICFR framework, including key milestones achieved and feedback
from third party yeviews. th addition, the Comimittee thonitored the
implementation of management actions to remediate issues identified

and make improvements.

Further information on our internal controls framework is on page 89.
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External audit

Scope of the externat audit plan and fee proposal

The Committee reviewed EY's-overall work planand, through regular
communication, advised EY of any specific matters which the Committee
was considering from previous audits and current operations. The
Committee approved EY's remuneration and terms of engagement.

Independence and objectivity
The independence and objectivity of the external audit functionisa
fundamental safeguard to the interests of the Company’s shareholders.

In line with regulation, the previous EY audit partner rotated off the audit at
theend of the 2020721 audit. The Committee approved the appointment of
Colin Brown as the new EY partner for 2021/22 in April 2021.

Non-audit services and fees

The Committee has overseen the Company's policy which restricts the
engagement of EY in relation to non-audit services. The intention is to ensure
that the provision of such services does not impact on the externat auditor’s
independence and objectivity. It identifies certain types of engagement
that the external auditor shall not undertake, including internal audit and
actuarial services relating to the preparation of accounting estimates for
the financial statements. It requires that individual engagements above

a certain fee level may only be undertaken with pre-approval from the
Committee-or, if urgent, from the Chair of the Committee and ratified at the
subsequent meeting of the Committee. It recognises that there are some
types of work where a detailed knowledge of the Company's business is
advantageous. The policy is designed to ensure that the auditor is only
appointed to provide a non-audit service where it is considered to be the
most suitable supplier of that service.

The Committee received a report on the non-audit services provided.
The annual aggregate of non-audit fees is capped at 70 per cent of the
annual average of the audit fees for the business for the preceding
three-year period.

The majority of the non-audit work undertaken by EY during2022/23 related
to services provided by EY in relation to the issuance of Sainsbury's Bank
Tier 2 Capital in September 2022. The total non-audit fees were £0.3 million.
The audit fees for the year in respect of the Group and subsidiaries were

£3.8 million. A breakdown of the fees is provided in note 9 of the consolidated
financial statements on page 143.

Effectiveness of external audit

The Committee considers the effectiveness of the external auditor on an

ongoing basis during the year, including its independence, objectivity,

appropriate mindset and professional scepticism. The Committee has

regard to the:

— Experience and expertise of the-external auditor

— Quality of their direct communication with, and support to, the Committee

— ‘Cortert, insights and value of their reports

— Fulfilment of the agreed external audit plan

— Robustness and perceptiveness of the external auditor in their handling
of key accounting and audit judgements

— Interaction between management and the external auditor, including
ensuring that management dedicates sufficient time to the audit process

~— Provision of non-audit services

— Evaluation of the effectiveness of the externat auditor

— Other relevant UK professional and regulatory requirements

The Committee conducted an audit effectiveness review. The review
included the distribution of questionnaires to those Directors and managers
in the business directly involved in the audit. The questionnaires sought
feedback on their experience with the external auditor, considering areas
such as the knowledge and experience of the audit team, audit strategy
and planning, and the quality of communication. Management collated the
responses and reported back to the Board.
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As aresult of the review, it was determined that EY maintained good
working relationships and had demonstrated strong technical
understanding, including within the Tax and Bank component teams.
Previously identified improvements had been implemented and
opportunities for further improvements in the planning process were
positively discussed between EY and Sainsbury's management during the
audit debrief, with steps being taken on both sides to drive further
improvements to the process going forward. EY were robust in their
questioning and provided good support whilst challenging management
effectively. The Committee concluded that EY remained effective, objective
-and independent in their role as external auditor.

The Committee has confirmed compliance with the provisions of the
Statutory Audit Services Order 2014.

Recommendation of the reappointment of EY as auditor

The Committee has recommended to the Board the reappointment of EY as
auditor for the 2023/24 financial year. A resolution to this effect will be tabled
at the 2023 AGM.

Tenderof external-auditor

EY was appointed as the Company’s external auditor in July 2015, following
a tender process. We are next required to undertake a tender in 2024 or

we may do so at an earlier time as determined or required by the Board.
The Committee currently intends to conduct a tender process no later
‘than the 2024 year-end, being ten years after the original appointment.
The Committee believes conducting the competitive tender process then to
be in the best interests of the Company .and its members. In.making this
decision, the Committee took into account the external auditors’ knowledge
of the business, ongoing effectiveness, independence and the benefits of
maintaining continuity with the same audit team.

Intemnal Audit

Director of Internal Audit, Risk and Resilience

The Director of Internal Audit, Risk.and Resilience reports to the Committee
Chair and has direct access to ail members of the Committee. The purpose,
authority and responsibility of Internal Audit are defined in the Internal
Audit Charter, which the Committee reviews annually.

and recommendations
Internal Audit plays an integral role in our governance structure and provides
regular reports to the Committee on the effectiveness of governance,
systems and processes and controls across the Group. The Committee was
provided with updates on Intemal Audit’s findings, key agreed actions and
the status of all actions at each meeting

Internat Audit Plan

Internal Audit’s activity is primarily driven by the Internat Audit Plan whichis
agreed eachhalf-year, ensuring it reflects the key risks the Group faces. the
governance frameworks, management structures and operations. The scope
of the Internal Audit Plan.and subsequent.amendments were reviewed by
the Committee.

Eftectiveness of the Internal Audit function

In line with the Internal Audit Charter, Committee terms of reference, and
the recommendations.of the Institute of Internal Auditors. the Committee
conducts an annual assessment of the effectiveness of Internat Audit, in
2022/23 this took the form of an external quality assessment. The external
quality assessment was facilitated by KPMG Governance, Risk and
Compliance Services and included an assessment of compliance with the
Tnstitute of intemal Auditors standards and benchrnarking of the function
against other intemal audit functions and leading practice. The methodotogy
was supported by a framework that identifies three focus areas relating to
positioning, people and processes. The overall assessment found that Internal
Audit was effective with good ratings across all measures. Recommended
actions will be incorporated into the FY23/24 Internal Audit continuous
improvement plans.
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Other

Audit Committee’s effectiveness

The Committee was evaluated this-year as part-of the Board-evaluation
process and the Committee was rated highty overall. See pages 76 and 77
for further details. The review found the Committee to be strong, robust and
challenging with good coverage of financial and other skills. The evaluation
suggested some areas for improvement, which will be incorporated into the
2023734 forward agenda. Overall, the Committee was found to be effective.

Significant issues raised through the whistleblowing process

The Committee received updates at each meeting on any significant
whistleblowing matters. The Committee Chair receives earlier notification of
matters that may develop into a significant incident. No issues arose that
required the Committee to be updated ahead of a scheduled meeting.

Allissues were escalated to the relevant manager for investigation. Internal
Audit reviewed the effectiveness of the whistleblowing process during the
year. Actions to further improve the process will be implemented in the next
financial year.

Data governance and information security

Updates on the data governance and information security programme
were provided at each meeting of the Committee during the year, including
updates on strategic risks, third-party assurance, cyber security, the plan
fortegacy assets, access-controts and security.

Ongoing material litigation
The Committee is appraised on all material litigation and potential impacts
on financial reporting disclosures. These are also provided to the Board.

Compliance with the Groceries Supply Code of Practice (GSCOP)

GSCOP sets out how large retailers should manage certain aspects of their
relationship with grocery suppliers. Each retailer to which it applies has to
appoint a Code Compliance Officer (CCO) whose duties include hearing
disputes betwesn suppliers and the retailer. Sainsbury’s hat appointed the
Director of Internal Audit, Risk and Resilience as its CCO.

GSCOP requires that the business delivers an Annual Compliance Report
to the Competition and Markets Authority as approved by the Chair of the
Audit Committee, and that a summary must be included in the Annuat
Report and Financial Statements. This is set out below.

Summary Annuat Compliance Report

Sainsbury's GSCOP compliance framework is based on a collaborative
relationship with the Groceries Code Adjudicator (GCA), clear policies and
procedures, mandatory training and regular monitoring and reporting of
-cornpliance. Sainsbury’s alsohas specific internal resource who provide all
relevant colleagues with day-to-day advice and guidance.

We continue to engage positively with the GCA on GSCOP matters and work
collaboratively to address any concerns and improve our processes through
our regular catchups. We also proactivelycontact the GCA for clarification
and guidance.

Inflationary pressures and global supply chain challenges have been widely
reported during the year. Sainsbury’s Buying and Supply Chain teams have
worked closely with suppliers to minimise the impact on‘custormers. In
particular, we work collaboratively with suppliers when responding to Cost
Price Increase (CPI) requests. Our approach aligns to the GCA's 7 Golden
Rules for CPls and these Rules are included in mandatory GSCOP training.
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During the year, we offshored some key financial and operational processes
induding the management of supplier queries to our Shared Services Team
in India. We notified suppliers of these changes and any associated GSCOP
risks were mhanaged. This inctuded providing mandatory GSCOP training to
our Shared Services teamn.

Following implementation of the Voluntary Commitment on Forensic
Auditing in the last financial year, we have continued to align the
management. of audit claims to the Best Practice Statement on Forensic
Auditing.

During the year, we communicated with suppliers on various matters.

In particular, we recommunicated the CCO's independence, commitment

‘to confidentiality and that suppliers should contact the CCO if they feel

they have been adversely impacted after raising a concern with the CCO.
This isin support of the GCA re-confirming to suppliers that they should not
experience retribution or retaliation as a result of raising a concemn to the CCO.

Relevant policies are reviewed and updated on at least an annual basis and
are made available to colleagues. This is supported by Sainsbury's GSCOP
training, which is-compulsory forcolleagues who-are part-of the Buying
Team and for colleagues who are directly or indirectly involved in decisions
that impact GSCOP. As a result, over 1,600 colleagues completed appropriate
training during the year. GSCOP training is reviewed and refreshed annually
to ensure it remains current. There are defined consequences for training
‘hoh-tomipliahte.

Regular meetings are held between the CCO, Legal, Internal Audit and the
Commercial Planning team to identify and assess emerging risk areas and
an established compliance monitoring programme is embedded within the
business. The Operating Board and Audit Committee are updated four times
a year on GSCOP matters.

Thirty- one potential breaches were reported in FY22/23 (31in FY21/22). Of the
31 potential breaches of GSCOP, 24 were in scope of the Code, 6 were deemed
to be outside of the Code and one was withdrawn by the supplier,

Twenty-one were raised directly to the CCO and 10 were raised and resolved
within our Trading Division using standard escalation procedures. All potential
breaches reported in the year were resolved in the year. The majority of
complaints raised directly to the CCO related to the resolution of supplier
queries, where operational changes referenced above created some interim

-disruption. None were pursued as formal disputes with the:CCO-or referred to

the GCA for arbitration. Causes of potential breaches are reviewed to identify
areas for improvement.
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Significant financial reporting matters and judgements

3 Sainsbury plc Annual Report 2023

The areas of focus and actions taken by the Committee in relation to the 2023 Annual Report are outlined below. The Committee was satisfied in each case

with the accounting and disclosure in the financial statements.

Area of focus

Actions taken

Presentation of financial statements

The Group uses Alternative Performance Measures (APMs) and includes
additional disclosures, including reconciliations to statutory measures, see
pages 219 to 223.

See note 5, Profit before non-underlying items, on page 134.

The Committee considers it important to take account of both the statutory
measures and the APMs when reviewing these financial statements.

I particular, items excluded from underlying results were reviewed by the
Committee and it is satisfied that the presentation of these items is clear,
applied consistently across years and that the level of disclosure is
appropriate. The net non-underlying charge this year was £(363) million
{2022: net profit of £124 million). Excluded items are detailed on pages 134
to 137. The most significant items relate to impairment of non-financial
assets.and charges recognised in relation to the continuation of restructuring
programmes announced in November 2020.

The Committee gave particular attention to ensure the Group’s APMs are
not presented in ways that give them greater prominence than amounts
stemming from the financial statements; that specific, tailored explanations
for the inclusion of individual APMs are provided; and that APMs are
reconciled to the most directly reconcilable line items.

Pensions accounting

The Group’s balance sheet shows a pension surplus of £989 million, which
comprises £6,934 million of assets, and £(5,945) million of liabilities. This
compares to a net surplus in the prior year of £2,283 million.

‘Seengte 35, Retirernent beniefit obligations, onpage 194.

The Committee reviewed a summary of the actuarial assumptions used in
arriving at the valuation for the defined benefit pension scheme and was
satisfied that they are reasonable.

In particular, the Committee reviewed the financial impact of the significant
‘movernents in‘the UK gilt arket during the financial year, which resulted
in the Group putting in place a temporary loan facility in October 2022.

The Committee are satisfied that the pensions Scheme remains resilient.

Going concern and viability
‘Going ‘concermn and viability projections are produced bi-annually and
monitored regularly.

See Staterment of Viability-on page 58.

The Committee undertook a detailed review of the financial liquidity of the
business ‘over the formal viability assessment period of three years, and
made further enquiries beyond this timeframe, taking into account cash
flows, current levels of debt and the availability of future finance. The
viability assessment was discussed by the Committee in March 2023 and
scenarios to be stress-tested through the business’s corporate plan were
agreed. The outcomnes of scenarios, stress-tests and further enquiiries were
discussed and concluded in April 2023.

Sainsbury’s Bank reporting
The Bank’s impairment provisioning for customer loans is a significant risk
and is subject to tomplex TFRS'9 attounting requirements.

The Committee receives updates on the key agenda items discussed at
the Bank’s Audit Committees. These include accounting judgements

and estimates and irmportant operating ahd regulatory matters such as
liquidity, cash flows, capital adequacy and risk management processes.
The accounting judgements and estimates reviewed by the'Committee
included impairment of loans to Bank customers. Sensitivities for
irnpairment provisions, including potential impacts from the cost of living
crisis, are in note 28 of the accounts on page 167.

Climate Changedisclosures

With the impacts of climate change being felt around the world, we
understand the important leadership role we can play to help reduce the
impact of the food system on the climate. Consideration has been given to
the impact of both physical and transition climate change risks, and how
these impact the financial statements.

See page 18 for our Task Force on Climate-related Financial Disclosures.

The Committee challenged -and reviewed the Task Force on-Climate-related
Financial Disclosures, in particular the qualitative and quantitative scenario
analysis performed, our transition plan, and cross-industry metrics.

The Committee are satisfied that appropriate consideration and disclosure

has been given to the impacts of Climate Change on the Group’s financial
statements.

Contingent liabilities

Along with other retailers, the Group is currently subject to claims from
current and ex-employees in the Employment Tribunal for equal pay under
the Equality Act 2010 and/or the Equal Pay Act 1970.

‘See note'38, Contingent Liabilities, on page 204 for further details.

The Committee further considered management's assessment of the status
of ongoing regulatory investigations and litigation.

Impairment of non-financial assets

Impairment of assets is a source of estimation uncertainty. A review for
impairment triggers is performed at each reporting date by questioning

if thanges tnthe circumstanices suggest thie recoverable value of certain
assets may be less than their carrying value. The increase in discount rates
during the financial year represented a significant impairment indicator
and therefore a full impairment test was undertaken.

See note 17, Impairment of non-financial assets, on page 154.

The Committee reviewed summary reports produced by management
detailing the outcomes of the impairment assessment. The Committee
challenged the assumptions used in the impairment review and the
consistent application of accourtting methodology. The Commiittee were
satisfied with the outcomes of the impairment reviews.
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The 30 per cent of the bonus based on a strategic scorecard is made up of
customer metrics, colleague metrics and individual strategic objectives.
The Committee considered a range of data points in order to determine the
‘outturn. Customer satisfaction scores in Sainsbury's have been consistently
ahead of the other full choice supermarkets and in Argos we have delivered
an improved customer experience which has driven year-on-year
improvement in satisfaction scores. Collcaguc cngagement remains strong
and we have continued to make progress against our stretching gender and
ethnicity targets. The Committee has agreed that the customer element
should pay out at eight per cent and the colleague element should pay out
atnine per.cent {each out-of a possible ten per cent).

The Committee reviewed Simon Roberts and Kevin O'Byrne’s performance
against their individual strategic objectives and determined that both had
delivered their objectives fully and exceeded expectations. The Committee
agreed a pay out of ten per cent (out of a pessible ten per cent) for both
Executive Directors.

This tesults ih an overall bonus of 86 per cent of the thaximum for both
Simon and Kevin.

Long-term incentive plan — 2020 Future Builder

Retail free cash flow accounts for 50 per cent of the incentive plan, with ROCE
and EPS weighted at 25 per cent each. The vesting multiplier is confirmed as
3.1x (out of a@ maximum of 4.0) or 77.5 per cent of maximum, reflecting retail
free-cash flow performance at maximum, and ROCE and EPS part way
through the range.

The targets for the 2020 Future Builder were set in October 2020, based on

a Corporate Plan that included assumptions for the additional costs relating
to-COVID-19. At the point that targets were set, it wasnot anticipated that
rates relief would be repaid. As retail free cash flow is already at maximum,
adding the impact of rates relief back in would not alter the result.

The Committee reviewed the impact of COVID-19 on the performance of
Sainsbury's share price-at the time-of the 2020 grant-and determined it was
relatively contained. This award was made at a share price of £1.991 which
was based on a 30-day average in order to smooth the share price volatility.
The Committee concluded that no adjustment is necessary to the number of
shares vesting under this award.

2023/24 Remuneration

When determining the pay review for Directors this year, the Committee had
significant regard to the pay of the broader workforce and senior management.
It awarded Simon Roberts a four per cent pay increase effective May 2023,
taking his base salary to £941,850. This is below the ten per cent increase
that retail hourly-paid collcagues have received over the last year and in line
with the pay increase awarded to seniormanagement. Blathnaid Bergin is
not eligible for a May pay increase given her appointment in March.

Two years ago, we launched the 2021 Win in Food long-term share incentive
plan which was linked to the eight key performance indicators used to track
the successful-execution-of the strategy-communicated in November 2020.
For Executive Directors, 80 per cent is based on the four key financial measures
(retail free cash flow, ROCE, EPS and cumnulative cost savings) and the
remaining 20 per cent is subject to key strategic indicators (market share,
customer, colleague and Plan for Better).

These eight key metrics were used again in the plan the following year - our
2022 Leaders' Share Award — and these will continue to apply for our 2023
Leaders’ Share Award. During the year, driven by simplicity, the Committee
reviewed and reduced the number of underlying assessment criteria._

As part of this simplification and as we do not yet have representation
targets set for 2026, representation targets will not be included in the 2023
long-term plan. We remain committed to improving representation and
our ambitious 2024 targets will form part of the colleague element of the
strategic scorecard in the annual bonus for Executive Directors {which-has
aten per cent of bonus weighting), ensuring that focus on representation
remains directly linked to reward.

We continue to focus on sustainability and our long-term objective to be Net
Zero by 2035. Qur Plan for Better sets-out-our sustainability-goals across our
whole business, outlining our priority areas of focus, our key commitments
and our progress. The 2023 Leaders' Share Award will continue to include
both carbon and plastic reduction targets as we believe their inclusion is key
to ensuring that we deliver in line with our sustainability strategy.
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Leadership Changes

Following more than six years as Chief Fnancial Officer, Kevin O'Byrne
retired from Sainsbury’s at the end of the financial year. Inline with the
shareholder approved Remuneration Policy, the Committee approved good
leaver status for Kevin in relation to bonus and share awards that were
outstanding-after he retired.

Blathnaid Bergin was promoted to the position of Chief Financial Officer on
‘5 March 2023. Blathnaid's salany on appointment is £650,000 and ‘she will
receive a pension and cash supplement totalling 7.5 per cent of salary, in line
with the pension available to the majority of the workforce. Blathnaid's
incentive opportunities are the same as Kevin's and are consistent with our
Remuneration Policy.

AGM and Remuneration Policy

Intline with the UK reporting regulations, the Directors’ Remuneration Policy
will be put to a binding vote and the Annual Report on Remuneration will be
put to an advisory vote at the AGM on 6 July 2023.

The Committee conducted a thorough review of the existing Remuneration
Policy during 2022, considering the latest proxy voting guidelines and
guidance from major investors. The Committee concluded that the policy
remains fit for purpose, so the overall structure remains unchanged from

the policy presented in 2020, although some minor adjustments have been
made to detailed terms to aid the operation of the policy. Whilst we have
regularly consulted with shareholders in the past, given the minimal changes
to the policy, this was not thought to be necessary this year.

Closing Remarks

Over the next two pages there are summaries for 2022/23 and 2023/24
termumeration. We hiope that the disclosure provided in this Teport provides
clear insight into the Committee’s decisions and we look forward to receiving
your support at the AGM.

Finally, I would like to thank Dame Susan Rice for her leadership of the
Committee since 2017, as well-as formally welcoming Adrian Hennah to the
Committee. While the leadership and membership of the Committee has
changed. we remain committed to rewarding our Executive Directors for
acting in the interest of all our stakeholders, including our shareholders,
and for delivering resuits that are aligned with our Company’s purpose,
strategy andvalues.

Jo Harlow
Chair, Remuneration Committee

The Committee held four scheduled meetings within the year, together with
anumber of unstheduled meetings. Attendance of Directors at stheduled
Remuneration Committee meetings:

Susan Rice! 1)
.Jo Harlow 4(4)

Adrian Hennah? 3(3)
Tanuj Kapilashrami 4(4)

The maximum number of meetings held during the year that each Director could attend is shown in brackets.
1. SusanRice stepped down from the Board on 7 July 2022.
2. Adrian Hennah joined the Remuneration Committee following the AGM on 7 July 2022,

Principal role and responsibilities

— Determining and agreeing with the Board a transparent
Remuneration Policy which supports the Company's strategy and
promotes long-term sustainable success

— Setting the Remuneration Policy and individual remuneration
arrangements for the Chair, Executive Directors and Operating
Board Directors

— Reviewing and noting remuneration trends and reward policies
applying to all colleagues, considering alignment to culture and
takingthese into account when determining executive pay

- Approving the service agreements of each Executive Director,
including termination armangements

- Considering the achievement of the performance conditions under
annual and long-term incentive-arrangements

The Committee's Terms of Reference are available on the Company’s

website www.about.sainsburys.coak.
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Summary of 2022/23 remuneration decisions

__________________ ]
Pay element 2022/23 decisions
salary — Chief Executive, Simon Roberts — £905,625 and Chief Financial Officer, Kevin 0'Byme — £680,412
3.5 per centincrease — A 35 percent salary increase was-awarded to Executive Directors from 29 May-2022, which was below the at least 5.3 per cent

(below that of colleagues)  increase for retail hourly-paid colleagues, and in line with the pay review for senior management

Annual bonus — The 2022/23 borius outturn was 86 per cent of the maximuim for Simon Roberts and Kevin 0'Byme
Award of 86 percentof  __ 1pa hrofit element paid out at 39 per cent {out of 50 per cent)
. maximum

— The retail free cash flow element paid out at the maximum, 20 per cent (out of 20 per cent)

— The Committee determined an-outturn of eight per cent for the custorner metrics-and nine per-cent for the colleague metrics
(each out of ten per cent). Simon Roberts’ and Kevin 0'Byme’s individual annual objectives paid out at ten per cent (out of ten
per cent), resulting in an overall strategic scorecard outturn of 27 per cent (out of 30 per cent)

— Further details of the bonus meéasures and outturi can beé found on pagés 96 and 97

GRAPH REMOVED
Ltong-Term — Maximum payout under the retail free cash flow element (50 per cent of the award), with ROCE and EPS (each 25 per cent
Incentive Plan (LTIP): of the award), part way through the range. This results in a vesting muitiplier of 3.1x (out of a maximum of 4.0) or 775 per cent
Future Builder of maximum
Vestingat775percent  __ gyrther detail on the outcomes is set out on page 97
of maximum

GRAPH REMOVED

When considering year-on-year comparisons for Simon Roberts, it should be noted that the 2021/22 single figure includes an LTIP value in refation to being
a Board Dircctor rather than Chief Exccutive. For a more consistent like-for-like comparisen, an assumed Chief Evecutive award level could be factored in
which would resuit in a notional 2021/22 total remuneration figure of £4.470k, resulting in an 11 per cent year-on-year increase.

Total remuneration for 2022723

GRAPH REMOVED GRAPH REMOVED
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Summary of remuneration for 2023/24

Approach for 2023/24
Pay element Executive Directors Other colleague groups
Satary — Chief Executive, Stron Roberts —£941,850 effective — Ten per cert increase over the year for retail houtly-paid
: 28 May 2023 (four per cent salary increase) colleagues '
— Chief Financial-Officer, Blathnaid Bergin — £650.608 — Sixper-cent for front-ine managers, reducing to four percent
effective 5 March 2023 (on appointment) for senior management
Benefits — Includes colleague discount, life assurance (six times — All colteagues are eligible for colleague discount and life
salary), company car cash allowance (or car), private assurance (six times salary if in pension, otherwise one
medical cover and long-term disability insurance times salary)
— Eligibility for other benefits is dependent on grade
Retirement benefits = — Pension and/or cash supplement totalling 7.5 per cent — Participation in a pension plan is offered to all colleagues
of salary on a contributory basis, with the Company contribution
varying by grade
— Retail hourly-paid colleagues and front-line managers are
offered a matching scheme up to 75 per cent of salary
Annual bonus — Performance is based on profit (50 per cent), retail free — Retail and central management and central colleagues
«cash flow (20 per cent) and strategic scorecard (30 per cent) are eligible for.an annual bonus.and maximum opportunity
— Bonus paid 50 per cent in cash after the year-end and varies by grade
50 per cent deferred into.shares for two years — Annual bonus based on profit and personal performance
— Maximum opportunity of up to 250 per cent of salary — For more senior grades part paid in cash, and part in shares
per annum. For 2023/24: deferred for two years
— Simon Roberts — 220 per cent of salary
- Blathnaid Bergin — 180 per cent of salary
LTIP: 2023 — Awards are subject to a three-year performance period — Top 230 managers participate in this plan
Leaders’ Share Award fo_llowed by a two-year rétention period for Executive — Maximum award varies by grade
Directors
— The performance metrics and weightings remain
unchanged since 2021 and are fully aligned to our Winin
Food strategy
— Maximum award of up to 250 per cent of salary per annum.
— For 2023 awards:
-— Simon Roberts — 250 per cent of salary
— Blathnaid Bergin — 225 per cent of salary
Measure Weighting Threshold Maximum
Cumulative retail free cash flow! 20% £1,350m £1,650m
ROCE! 20% 70% . 100%
Underlying basic EPS! 20% 200p 270p
Cumulative Cost Savings 20% £750m £1,250m
Strategic indicators 20% Based on market share. customer. colleague and Plan
for Better. Further details set out on pages 99 and 100
1. These measures are defined in the Alternative Performance Measures-section of the Annual Report on pages 219 to 223.
Shareholding — In-employment guidelines: Chief Executive ~ three times ~ — In-employment guidelines apply to Operating Board
guidelines salary: Chief Financial Officer ~ two times salary Directors only
— Post-employment guidelines: Executive Directors are required
to hold shares equivalent to their in-employment guideline
for two years post departure. This requirement applies only
o shares acquired from Company incentive plans
Recovery provisions — The Executive Directors’ incentive arrangements-are — Malus provisions-apply for-all senior leaders who-are eligible

subject to malus and clawback for our LTIP
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Remuneration in context

Our reward objectives

'Our objective is to have a fair, equitable and competitive total reward package that encourages colleagues to'serve and help every customer, drives profitable
sales and provides opportunities for colleagues to share in Sainsbury’s success.

Executive remuneration principles

The above reward objective applies to our senior executive population as well. In addition, the Committee believes it is important that a significant portion
of the Executive Directors’ package is performance-related, delivered in shares and that the performance conditions applying to incentive arrangements
support the delivery of the Company’s strategy and long-term shareholder value.

The Remuneration Policy for our senior executives is therefore based on the following principles:

: Aligned to Encourages the
Linked to our right behaviours Secures high Enables share
our values and .
business strategy culture to deliver calibre leaders ownership
long-term growth

Linking executive pay to our business strategy

The Committee carefully considers the performance metrics incorporated into the annual bonus and long-term incentive plan to ensure they support our
strategic priorities. The annual bonus is linked to key financial and individual strategic objectives, while the Tong-term incentive plan rewards for delivery
against our key strategic objectives and therefore includes all eight of the key performance metrics that we use to track our success. The achievement of
these metrics supports long-term sustainable performance and value creation for our shareholders.

Key considerations

When reviewing the Remuneration Policy for Executive Directors and determining the approach to pay, in line with the Code, the Committee gives
consideration to the following:

— Simplicity and transparency: The Remuneration Policy has been designed to incentivise senior executives to achieve clearly defined financial,
operational and strategic objectives. The Committee reviews performance metrics and targets each year to ensure that they continue to be clear
and aligned to the delivery of the strategy. The changes we introduced for the 2021 Win in Food incentive plan demonstrate this

— Alignment to our purpose, values and culture: Sainsbury’s has a clear purpose and strong value set resulting in a unique culture which plays an
essential role in achieving our strategy. Our culture is underpinned by our Purpose (our core reason for being); our Valued Behaviours (what we
want from our people); and being a great place to work {encouraging colleagues to want to be their best). The Committee ensures our pay practices
drive the right behaviours in tine 'with our values and cutture

— Risk mitigation: The Committee reviews and sets performance targets each year to ensure that they drive the right behaviours and are
appropriately stretching without encouraging unnecessary risks. Under the annual bonus and LTH the Committee has the ability to adjust
incentive outcomes to ensure that they are reflective of the underlying financial and non-financial performance of the participants and the
Company. The Committee believes that this discretion is an important feature and mitigates the risk of unwarranted vesting outcomes. In addition,
in the event that certain risk events come to light the Committee may operate recovery provisions on all incentive awards. This has been-
demonstrated by the Committee in the two years prior to this one

— Potential outcomes: When setting, and subsequently implementing, the policy for senior executives, the Committee considers our business goals,
the retail market and competitors, the potential and actual outcome and cost to the Company, stakeholder views and best practice. The
‘Cormnmittee believes it is rmportant to exercise sound judgement at all stages during the protess to ensure that executive pay tevels appropriately
reflect performance and are aligned with the interests of shareholders

Fair pay for colleagues

When considering remuneration arrangements for Executive Directors, the Committee takes into account the pay and conditions of colleagues at all levels
throughout the Company. Remuneration Committee meetings start with an update on any reward changes and initiatives for colleagues across the business,
particularly investment decisions for our hourly-paid colleagues, as well as relevant external updates such as-changes to.competitor pay rates. The Committee
also reviews information on intemnal measures, including colleague listening, engagermnent surveys, details of our gender and ethnicity pay gaps and the ratio
of Chief Executive remuneration to the remuneration of our colleagues, and considers how these compare externally.

Sainsbury’s employs over 152,000 colleagues who work hard to deliver for our customers. The Committee recognises that our colleagues are the cornerstone
of our busine’ss and essential to the overall success of our plans. The remumeration objectives forour colleagues follow the same principtes as the poticy for
the Executive Directors. Pay and benefits reflect the nature and contribution of the role and take into account levels of pay in comparable roles in the market.
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Reward and benefits
— All colleagues are entitled to base salary, pension and a range of benefits
— Managers participate in annual bonus plans which are aligned under a common set of principles

1oday nb3jens

— Senior executives also participate in our Long-Term Incentive Plan
— We offer colleague discount in Sainsbury’s, Argos and Habitat and during 2022/23 colleagues saved over £57 million — around £350 on average

— In2022/23, we again improved colleague discount, increasing Argos discount from ten per cent to 15 per cent on every payday throughout the year,
in addition to the enhanced Sainsbury's discount for five days over every payday

Recognition, development and wellbeing

— Being a place where colteagues tove to work is crucial to the success of our business and we recognise cotleagues who go the extra thile and bring
our values to life through love it, our colleague recognition scheme

— During 2022/23 we issued around 332,000 instant rewards and over 14,000-exceptionat performance awards to-colleagues, along with appreciation
gifts. This equates to a cash value of over £5 million

— We want to support colleagues in their career goals and eperatea number of development programmes including-one to support retail colleagues
who want to take their first steps into front-line management and leadership roles

— Our ‘Wellbeing’ agenda is.sponsored by Clo Moriarty, our Chief Retail and Technology Officer, demonstrating the importance of our collsagues’
mental and physical wellbeing. We offer a range of support mechanisms, including an Employee Assistance Programme

(2
=]
<
@M
=
3
8
3
[a]
®
x
o
©
[~]
-
-

Pensions and life assurance
— Participation in a pension plan is offered to all colleagues on a contributory basis, with the Company contribution varying by grade

— Retail hourly-paid colleagues are offered a matching scheme up to 7.5 per cent of salary
—— We have ¢. 108,000 colleagues in our pension plans

— Colleagues in our pension plan also receive six times life assurance (one times if not in a pension or in an auto-enrolled scheme)

Share ownership
— All colleagues have the opportunity to become shareholders in the Company through our all-employee share plan

— Around 23,500 colleagues participate in our Sharesave plans, representing an uptake rate of 17 per cent
— Colleagues can also participate in Sainsbury's Share Purchase Plan (SSPP), which is our name for the partnership element of the Share Incentive Plan

SIUIUIBILIS |BIDURULY

Ethnicity and gender pay

— Our colleagues are paid according to their role not their gender or ethnicity

— Theethnicity pay gap shows the difference in the average hourly rate of pay of ethnically diverse colleagues compared to that of white colteagues.
Our 2022 mean ethnicity pay gap is -1.6 per cent (down from -0.9 per cent) and our median ethnicity pay gap is -4.0 per cent {down from -2.8 per
cent). Location plays a key part in explaining the gap, as a high proportion of our ethnically diverse colleagues work in our London stores and earn
a location premium

— Our 2022 mean gender pay gap has remained flat at 8.5 per cent. Our median gender pay gap has increased slightly from 4.7 per cent to 6.3 per
cent (due to investment in driver pay). Like a lot of companies our gap is caused by the fact that we have more men than women in our most senior
roles, more women than men in our hourly-paid roles, and more men in hourly-paid specialist roles that attract premiums, such as online defivery
drivers

— The Board is committed to improving gender and ethnically diverse representation. Our aim is to have 50 per cent of our Operating Board — which
‘we have achieved fromthe start of the 2023724 financial year —and 50 per cent of our Directors and Senior Managers to be women. We have rnade
solid progress within our senior leadership population, of whom 44.2 per cent are women versus 40.1 per cent last year. Our ethnically diverse
representation within our senior leadership population has moved from 8.2 per cent to 9.3 per cent over the course of 2022/23. While we still have
some way to go to reach our target of 12 per cent by 2024, this is good progress

CEO pay ratios

— Qur CEO median pay ratio is 229:1. The 25th, 50th and 75th percentiles ranked by total remuneraticn are all retail hourly-paid colleagues reftecting
the size and make up of our colleague base

— The Chief Executive’s total remuneration comprises a significant proportion of variable pay which will change each year depending on incentive
outcomes

Colleague engagement

— The Board recognises the important role our colleagues play in the success of Sainsbury's. 1t takes colleague engagement and the views of
colleagues seriousty. We communicate regularly with colleagues to provide information about our strategy, our performance and on operational
matters as well as asking for feedback on how colleagues are feeling. Further details are set out on page 31 of the Annual Report

— Our ‘Make it better together’ groups operate at store level rolling up to a national group (which is our Workforce Advisory Panel), which meets with
Board members on a regular basis to discuss what is on colleagues’ minds. Whilst we do not formally consult with colleagues on the setting of the
Executive Director Remuneration Policy, the Chair and the Remuneration Committee Chair engage with colleagues directly to talk about the way
that executive pay is set and give colleagues the opportunity to share their views and-opinions. The last listening session covering-executive pay
was held in July 2022 and the next one is in July 2023

— Colleagues are-able to become shareholders in the Company-and can.comment on the policy in the same way-as other shareholders
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Single total figure of remuneration for Executive Directors (audited information)

‘When ‘considering year-on-year comparisons for Simon Roberts, it ‘should be noted that the 2021722 single figure mcludes an LTIPvalue in telation to being
a Board Director rather than Chief Executive. For a more consistent like-for-like comparison, an assumed Chief Executive award level could be factored in
which would result in a notional 2021/22 total remuneration figure of £4,470K, resulting in an 11 per cent year-on-year increase.

The table below shows a single remuneration figure for all qualifying services for the 52 weeks to 4 March 2023, together with comparative figures for the

52 weeks to 5 March 2022.
Simon Roberts® Kevin 0'Byrne
€000 £000

Notes 2022/23 2021722 2022/23 2021/22
Base salary 1 899 875 675 &57
Benefits 2 17 24 18 23
Pension 67 66 106 131
Total fixed pay 983 965 799 81
Annual bonus 1,700 1675 1,045 1,029
LTIP/Future Builder 4 2,264 ‘959 1,458 1,110
Total variable pay 3,964 2634 2,503 2,139
Total i 4,947 3,599 3,302 2,950
1. In2022the pay review effective date changed from the start of the financial year to the end of May. Salaries were effective 7 March 202t and 29 May 2022.
‘2. Benefitsinclude a combination of cash and non-cashbenefits. valued at the'taxable value. For all Execuitive Directors. thisincludes a cash car dllowance {£15.750) and private medical cover.
3. Annual bonus relates to performance during the financial year. paid in June following the relevant year-end. Normally 50 per cent is paid in cash and S0 per cent in bonus shares which vest after two years.
4. The Long-Term Incentive Plan vatue relates to the Future Builder award vesting in April/May following the end of the relevant financial yeas, which is the third year of the performance period. The awards are then

'subject to an additional two-yearretention period for Executive Directors. The figuresinclude accrued dividend equivalent shares over the'perfarmance period. The 2021/22 LTIP figurehas alsobeenupdated from
the fourth quarter average share price to the actual share price on the vesting date of 29 April 2022 (£2.333). The 2022/23 values are based an the average share price over the fourth quarter for 2022/23 of £2.469.
I he values shown abuwve i lude the share price growth of the original award of: +€380k for Simon Raberts and +£245k for Kevin O'Byrne.
S. Simon Roberts'.2021/22Future.Builder value is based-on-anaward granted-before.his appointment.as Chief Executive; the 2022/23 Future Builder value is based onthe Chief Executive.award value:and his average

salary for 2020/21.

Base salary (audited information)

The following table summarises the final-outcomes for the Executive Directors.

Salary

effective from

29 May 2022

‘Simon Robierts ‘£905,625
Kevin O'Byme .£680,412

Pension

Since his appointment as Chief Executive, in tieu-of pension plan participation,

Simon Roberts has received 7.5 per cent of salary, which is in line with the
majority of thie wider workforce. For 2022/23, Kevin O'Byrne received 17.5 per
cent of salary in lieu of pension plan participation until the end of December
2022, fullowing which his payment was reduced to 7.5 per cent of salary.

Benefits

For 2022/23, benefits for Executive Directors included the provision-of
company car benefits, private medical cover, long-term disability insurance,
life assurance and colleague discount.

Annual bonus for 2022/23 (audited information)

For 2022/23 the maximum annual bonus award opportunity for the Chief
Executive was 220 per cent of base salary and for the Chief Financial Officer
the maximum-opportunity was 180 percent of base salary. Normally 50 per
cent of any bonus is paid in cash and 50 per cent is paid in shares which are
deferred for two years.

The performance measures for 2022/23 were profit (S0 per cent), retail free
‘cash flow (20 per cent) and a strategic scorecard (30 per cent comprising
colleague, customer and individual each being ten per cent).

After the end of the financial year the Remuneration Committee undertook
a review of performance to determine annual bonus outcomes for Simon
Roberts and Kevin 0'Byme. As detailed below, the Committee identified
that a bonus was payable to the Executive Directors. As in prior years the
Remuneration Committee has sought to take a measured.and rounded
approach to performance assessment when determining incentive
outcomes to ensure that they are fair and proportionate.

Outcome SimonRoberts  Kevin 0’'Byrne

(% of overall maximum) £000 £000

Profit 39% 7 474

Retail free cash flow 20% 395 243

Strategic scorecard 27% 534 328

Total 86% 1,700 1,045
Profit performance

The table below sets out the threshold and stretch profit targets and the
actual profit outcome.

Threshold Stretch ‘Qutcome
£m £m £m
Profit! 620 710 690

L Underlying profit before tax. This measure is defined in the Alternative Performance Measures section
of the Annual Report on pages 219 to 223.

Retail free cash flow
The table below sets-out the threshold and stretch retail free cash flow
targets and the actual outcome.

Threshold Stretch Outcome
£m £m £m
Retdil free tash flow! 450 550 ‘645

L These measures are defined inthe Alternative Performance Measures section of the Annual Reporton
pages 219 to 223.



Governance Report

Strategic scorecard
The strategic scorecard (30 per cent of the overall bonus) consists of
customer, colleague and individual abjectives, equally weighted.
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The table below sets out a summary of the achievements of the Executive
Directors in relation to these objectives as assessed by the Remuneration
Committee. The Committee has determined an award of 27 per cent out of
a possible 30 per cent for both Executive Directars.

Shared objectives

Qutturn

Customer

Significant focus on customers during the year to mitigate the impact of inflation. Invested over £560

8% (out of 10%)

million over the last two years keeping our prices low and have consistently ensured that our food
prices have inflated at a slower rate than our competitors.

Delivered strong customer satisfaction scores, showed a small improvement compared to 2019/20 and

performed consistently ahead of the other full choice supermarkets. Improved customer experience
in Argos, with customer satisfaction scores consistently up on last year due to faster deliveries and

better availability.

Colleague

A successful year where we have improved our colleague engagement score by three points and made

9% (out of 10%)

positive progress-on the inclusion-questions in-our We're Listening survey in which atl colleagues are

invited to participate.

Continued improvement of our-gender and ethnically diverse representation at senior levels (see page 16
for further details) and we came third in the latest FTSE Women Leaders Review with 50.7 per cent
senior women across our combined executive committee and direct reports.

Simon Roberts

Kevin 0'Byme

Grew food volume market share.ahead of the other
major supermarkets.

Director-specific

Delivery of a clear GM&C strategy — Argos has
outperformed the General Merchandise market.
Tu and Habitat have both grown market share.

Continued transformation of the operating
model with strong delivery against our save to
invest targets.

Simon Roeberts:
10% (out of 10%)
Kevin O'Byrne:
10% (out of 10%)

Delivered significant finance transformation
changes including new chart of accounts which
enables improved controls and analysis of
business performance.

Increased efficiencies and cost savings
including through successful delivery of finance
operations outsourcing.

Good control of capital expenditure in line

with plan.

2020 Future Builder (2020/21 to 2022/23 performance period)
(audited information)

The 2020 Long-Term Incentive Plan is known as Future Builder. Around 230
‘senior miahagers across thie business participate in this amangement.

Awards are granted under the Long-Term Incentive Plan approved by
shareholders in 2016. A core award of shares is granted, calculated as a
percentage of salary and scaled according to level of seniority. Vesting of
the core award is dependent on performance against specific targets tested
at the end of a three-year performance period. The core awards can grow
up to four times at stretch levels of performance. For Executive Directors,
any vested award is subject to a two-year retention period.

The 2020 Future Builder award was subject to retail free cash flow, ROCE

and EPS. In addition, a performance gateway had to be achieved before any

element could vest. The retail free cash flow target has been met in full,
with ROCE and EPS part way through the range. This results in.an overall
performance multiplier of 3.1x (out of a possibte 4.0) i.e. 775 per cent of the
maximum. The Committee reviewed the outcome of the awards in the
context of award performance and determined that it was appropriate.

The targets for the 2020 Future Builder were set in Octeber 2020, based on

a Corporate Plan that included assumptions for the additional costs relating
to COVID-19. At the point that targets were set, it was not anticipated that
rates relief would be repaid. As retail free cash flow is already at maximum,
adding the impact of rates relief back in would not alter the result.

The table below sets out the extent to which each performance measure
was achieved.

Multiplier
Threshold Maximum achieved
target target foutofa
(1.0x core (4.0x core maximum
Weighting award) award) Outcome 4.0x)
Cumulative retail free cash flow! 50% £900m £1,400m 1,932m 20x
ROCE' 25% 6.75% 975% 76% 05x
Underlying basic EPS! 25% 198p 26.5p 30p 06x
Performance gateway The Remuneration Committee must be satisfied ~ Achieved
that the Company's underlying performance over
the period justifies the level of vesting
Total 31
outofa
maximum
of 40

1. These measuses are defined in the Alternative Performance Measures section of the Annual Report on pages 219 to 223.
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Shareholding guidelines

(audited information)

The Executive Directors are required to build up a specified level of
shareholding in the Company. This is to create greater alignment of the
Directors’ interests with those of shareholders, in line with the objectives
of the Remuneration Policy.

The guidelines in the 2023 Directors’ Remuneration Policy require the
Chief Executive to have a holding of three times salary and other
Executive Directors to hold shares with a value of two times salary.

Executive Directors are required to hold all vested share awards (net of
tax) until the guideline has been met. In addition to shares held, Bonus
Share Awards and LTIP awards where the performance period has
ended, as well as dividend equivalents accruing on LTIP awards once the
performance period has ended, count towards the guideline (on a net of
tax basis).

Simon Roberts was appointed in 2020 and, as at the end of the financial
year, holds 2.7x salary worth of shares, and Kevin 0'Byrne met his guideline.
Blathnaid Bergin was appointed to the Board at the start of the financial
'year and her‘shareholding will be disclosed in next year's Annual Report.

Post-departure, Executive Directors will be expected to maintain a
shareholding equal to their guideline (or actual shareholding if lower)

for two years post-employment irrespective of the reason for leaving.
This requirement will apply to shares acquired from Company tncerttive
plans. Kevin 0'Byrne meets the post-cessation shareholding requirement
and this will be monitored through the two-year period.

BAR CHART REMOVED

Remuneration in 2023/24

Base salary

When considering salaries the Committee takes account of a number of
factors, with particular focus on the general level of salary increases.awarded
throughout the Company. Where relevant, the Committee also considers
external market data on salary and total remuneration but the Committee
applies judgement when considering such data.

For 2023/24 Simon Roberts will receive-a four per cent salary increase. This is
below the ten per cent award to retail hourly-paid colleagues and in line with
senior management.

2023 Salary
Simon Roberts (effective 28 May 2023) £941,850
£650,000

Blathnaid Bergin (effective from appointment - 5 March 2023)

Pension

‘Under the 2023 Remuneration Policy, the pension and/or cash supplement
for any future appointments is capped at 75 per cent of salary, in line with
the opportunity offered to the majority of the workforce. This s the rate that
Executive Directors receive.

Benefits

Benefits for Executive Directors in 2023/24 are unchanged and will include
‘the provision of company car benefits, private medical cover, long-term
disability insurance, life assurance and colleague discount.

Annual bonus

The annual bonus for 2023/24 will operate on the same basis as 2022/23.

It wili be based 50 per cent on profit, 20 per cent on retail free cash flow
and 30 per cent on strategic objectives {equally weighted between customer,
colleague and individual objectives). The-colleague-eternent will include
assessment against the six 2024 representation targets as set out on

page 106.

The maximum annual bonus award opportunity for the Chief Executive is
220 per-cent of base salary and for the'Chief Financial Officer is 180 percent
of base salary. 50 per cent will be paid in cash and 50 per cent in shares
deferred for two years.

The profit and retail free cash flow targets are set against the Company's
‘expected performante and are subject to atigorous process of thallenge
before the proposals are considered by the Board. The targets are set such
that considerably stretching performance in excess of internal and external
forecasts is required for maximum payout. The strategic objectives ensure
that management continues to focus on operational priorities which contribute
to the achievement of Group performance over the short and long term.

The Board is of the opinion that any performance targets for the current year
annual bonus are commercially sensitive as the Company operates in & highly
competitive, consumer-facing sector. The disclosure of targets would provide
competitors with insights into the Company's strategic aims, budgeting

and growth projections. However, in line with previous years, the Company
will retrospectively disclose the targets in nextyear's Annual Report.
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2023 Leaders’ Share Award

Since sharing our strategy in November 2020, our long-term incentive plans
have included all eight key metrics that we use as measures of our success
in delivering against the strategy.

The 2023 Leaders’ Share Award will retain the same plan structure and eight
key metrics as previous years but the number of underlying targots rolating
to the strategic indicators has been reduced for the purpose of simplicity.
The top circa 230 colleagues will participate in the plan.

For Executive Directors 80 per cent of the plan will be based on the four key
financial measures (cumulative retail free cash flow, ROCE, EPS and
cumulative cost savings). The remaining 20 per cent of the plan will be
subject to key strategic indicators (market share, customer, colleague and
Plan for Better).

J Sainsbury plc Annual Report 2023 99

For historic awards, we have presented the long-term incentive as a core
award to which a multiplier of up to 4x could be applied. For the 2023 awards
we have removed the multiplier construct. For the avoidance of doubt

there are no changes to the maximum award fevels. Simon Roberts will
receive a maximum award of 250 per cent of salary and Blathnaid Bergin
will receive @ maximum award of 225 per cent of salary (in line with the
award level granted to the previous Chief Financial Officer).

The Leaders'Share Award is subject to a two-year retention period following
the end of the three-year performance period. This will result in awards to
Executive Directors being released after a five-year period.

The Committee has set stretching targets against these measures for the
2023 awards as shown below. :

Threshold ‘Maximum

Weighting 25% of element vests 100% of element vests
Cumulative retail free cash flow* 20% £1,350m £1,650m
ROCE! 20% 70% 100%
Underlying basic EPS' 20% 200p 270p
Cumulative cost savings 20% £750m £1,250m
Strategic indicators 20% — Market share - targets are commercially sensitive but we intend to provide full disclosure

(equally of targets at the end of the performance period

weighted) — Customer satisfaction? — improvernent of 0 to 200 bips ih Conpany CSAT store

— Colleague —range of -1 to +4 vs strong 2022 score
— Plan forBetter?> - progress against our Scope 1 and Scope 3 and plastic reduction targets

(see below)

1. These measures are defined inthe Alternative Performance Measures section 6f the AnnualReport on pages 21910223,
2. For 2023 onwards we are using a new combined Sainsbury’s and Argos customer satisfaction measure and from 2022 plastic reduction relates to own brand only. Therefore, the Committee will need to consider the
potential impact of these measurement changes on outstanding awards during the coming year and will engage with shareholders if necessary.

3. 'Oui STupe 2 GHG BHISSIUNS e 26810 a3 we'tse 100°pes tent elettritity und

THiS 5D ivhger thtluded ththe'LTIP.

In line with previous grants, the Remuneration Committee must be satisfied | deems relevant. The Committee believes that this discretion is an important

that the Company's underlying performance over the period justifios the
level of vesting, vesting will be reduced if this is not the case. When making
this judgement the Committee has'scope toconsider such factors as it

feature of the Long-Term Incantive Plan arrangement and mitigates the risk
of unwarranted vesting mutcames, This perfarmance gateway assessment
apptlies to all outstanding LT1P awards.

Plan for Better Baseline Threshold Stretch
Scope 1- Absolute GHG emissions within our own operations 554,936 (tCOe) 18/19 FY 354,971 308539
Scope 3 —GHG emissions — suppliers with SBTi 1.5 degree Less than 2% of emissions 50% 80%
net zero target approved 2223 FY
Plastic — Own Brand Food, General Merchandise & Clothing — 69,839 Food 2018 CY/ 52,379 34,920
tonnes of plastic packaging GM&C 2020 CY
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2023 Leaders’ Share Award performance measures
(definitions for other awards can be found in the relevant Annual Report)

?
Cumulative retail free cash flow
— Retail free-cash flow measures the total flow of cash in-and out of the business-as well-as providing-an assessment of underlying profitability
— Retail free cash flow for these purposes is net cash generated from retail operations, after perpetual security coupons and cash capital expenditure
but before strategic capital expenditure. It includes payments of lease obligations, cash flows from joint ventures.and associates.and Sainsbury’s
Bank capital injections. It is measured on a cumulativé basis over the thrée-year performance period

Return on capital employed (ROCE)
— ROCE represents the total capital that the Group has utilised in order to generate profits. Management use this to assess the performance
of the business
— It is defined as return divided by average capital employed where:
— Return s defined as 52-week Tolting ‘unidertying profit before tnterest and tax
— Capital employed is defined as Group net assets excluding pension deficit/surplus, less net debt
— The average'is calculated on a 14-point basis — the prior year closing capital employed, the current year closing capital employed,
and 12 intra-year periods, as this more closely aligns to the recognition of amounts in the income statement
— More information tan be found ih the Alterhative Petforrance Measures section of the Annual Report oh'pages 219to 223
EPS
— EPS directly reflects returns generated for shareholders

— Underlying basic EPS is underlying profit after tax attributable to the equity holders of the parent, divided by the weighted average number
of ordinary shares in issue during the year

Cumutative cost savings ) ) R . o . o
-~ Cumnulative cost savings represents cost reductions over the performance period as a result of identified initiatives. This is a ke Inng-term
measure which is fundamental to delivering returns to sharoholders

Market share )

— Sainsbury's market ‘share (votume) based onNietsen panel data
Customer

— Based on Company CSAT (excluding Bank and Tu)

Colteague )
— Colleague engagement is measured using our annual We're Listening survey

Plan for Better. .
— Further details on the measures can be found in the Plan for Better section of the Annual Report
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Single total figure of remuneration for Non-Executive Directors (audited information)
Thie table below shows a single remumeration figure for all qualifying services for the 52 weeks to 4 March 2023 for each Non-Executive Director, together with

comparative figures for the 52 weeks to 5 March 2022.

2022/23 2021722
Fees' Benefits® Total Fees' Benefits? Total

€000 ‘€000 2000 ‘€000 ‘€000 ‘€000
Martin Scictuna 493 0 493 480 0 480
Jo Bertram? 47 1 48 - - -
Brian Cassin 83 0 83 68 0 68
Jo Harlow 89 0 89 83 0 83
Adrian Hennah 90 0 90 76 1 77
Tanuj Kapilashrami 70 (] 70 68 0 68
Susan Rice* 37 1 38 167 4 m
Keith Weed 83 ] 83 68 0 68
1. Paidiin rétation to the year. Fees were set 7 March 2021 and 29 May 2022.
2. Thebenefits for the Non-Executive Directors relate to the reimbursement of travelling expenses to Board meetings held at the Company’s registered office.
3. JoBertram joined the Board on 7 July 2022 and the figures quoted for 2022/23 relate to the period from her appointment to 4 March 2023.
4. 'Susan'Rice stepped down'fromthe Board'on 7 July 2022.

In 2022 the Chair and Non-Executive Directors’ fees were reviewed and an
increase of 3.5 per cent was approved in line with senior management
colleagues. The Chair fee increased to £497,033 and the base fee for
‘Non-Executive Directors increased to £70;640. Reftecting the growing
importance of the role to our business, the additional fee for the Chair of
the Corporate Responsibility and Sustainability Committee increased from
£15,000 to £19,500, bringing it in line with the Audit and Remuneration
Committee Chair fees. The new fee levels were effective from 29 May 2022.

Non-Executive Directors receive a base annual cash fee; additional fees are
paid to the Senior Independent Director and to the Chairs of the Audit,

Remuneration and Corporate Responsibility and Sustainability Committees.

The Chair and Non-Executive Directors receive no benefits other than
a colleague discount card and reasonable business travel expenses.

Chair and Non-Executive Director fees for 2023/24

In 2023 the Chair and Non-Executive Directars' fees were reviewed and an
increase of four per cent was approved in line with senior management
colleagues. The following table sets out the fee levels which are effective
from 28 May 2023.

Fges effective

from 28 May

2023

Chair £516,914
Base fee £73,466
‘Seniot Tndependent Director fee (additional) '£20,280
Chair of Remuneration Committee fee (additional) £20,280
Chair of Audit Committee fee (additional) £20,280
Chair of Corporate Responsibility and Sustainability £20,280

Committee fee (additional)

Non-Executive Directors’ shareholdings and share interests
The beneficial interest of the Non-Executive Directors, in the shares of the
Company are shown below.

Ordinary shares

6 March2022 4 March 2023 26 Aprit2023
Martin Scicluna .]5,000 15,000 15,000
Jo Bertram? N/A 8,000 -8:000
Brian Cassin 25,000 25,000 25,000
Jo Harlow 8,000 8,000 8.000
Adrian Hennah 15,000 15,000 15,600
Tanuj Kapilashrami 10,500 10,500 10,500
Susan Rice? 4,000 N/A N/A
Keith Weed 2,446 2,446 2,446

1. Ordinary shares are heneficial.holdings whichinclude the Directors’ personal holdings and those of their
spouses and minor chitdren.

2. JoBertram was appointed to the Board on 7 July 2022.

3. Susan Rice stepped down from the Board on 7 July 2022.
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Relative importance of spend on pay

The table below illustratés the year-on-year change in total colleague pay (being the aggregate staff costs as set out in note 34 to the financial statements)
- and distributions to shareholders (being declared dividends).

Colleague pay Distribution to shareholders
2021722 02008 2021722 20U
£m £m % change £m £m % change
3,600 3,578 ~06% - 238 319 340%

Performance and Chief Executive remuneration

The graph shows the TSR performance of an investment of £100 in 3 Sainsbury plc shares over the last ten years compared with an equivalent investment
in the FTSE 100 Index. The FTSE 100 Index has been selected to provide an established and broad-based index. The graph also includes data for the FTSE
All-Share Food & Drug Retailers Index. The Company is a constituent of both indices. The table details the total remuneration for the Chief Executive over
this period.

GRAPH REMOVED

CEO 2013/14 2014/15* 2015/16 2016/17 201718 201819 2019720 20207212 2021/22 2022/23
Single figure remuneration S Roberts - - - - - - - 1325 3,599 4,947
(£000) M Coupe - 1507 2802 2354 3630 3569 2,999 1447 - -

JKing 3906 405 - - - - - - - -
Bonus/Bonus Shares? ‘SRoberts - - - - - - - 0% '87% 86%
DEfeged Share Award M Coupe - 26% 78% 35% 57% 56% 22% 0% - -
LTIP vesting percentage S Raberts - - - - - - - 60% 70% 775%
of maximum - M Coupe - 0% 0%  225%  425% 55% 65% 60% - -

King 40% 0% - - - - - - - -
1 For 2014715, Justin King's figures relate ta the lime he was Chief Fxecutive Officer and, consistent with the sinqte figure table, the fiqures for Mike Coupe relate to the whale of 2014/15; he was Chief Fxecutive Officer

from 9 July 2014.

2. For 2020721, Simon Robert's figures relate to the time he was Chief Executive Officer during 2020/21 and. consistent with the single figure table. the figures for Mike Coupe relate to the time up until his departure
on 2 July 2020.
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Governance - the Remuneration Committee

Committee membership

During theyear, the teadership of the Remumeration Committee transitioned
from Susan Rice to Jo Harlow. Prior to becoming Chair, Jo 1arlow had served
on the Remuncration Committee for five years. In addition, the Committee
comprised of Tanuj Kapilashrami throughout the year and Adrian Hennah,
who joined in July 2022. All members of the Committee are independent
Non-Executive Directors.

Tim Fallowfield, Company Secretary and Corporate Services Director, acts

as secretdry to the Committee. Martin Scicluna, Simon Roberts, Angie Risley
(Group HR Director), the Director of Reward and the Director of Group Finance
are invited to attend Committee meetings either fully or partially. The
Committee considers their views when reviewing the remuneration of the
‘Executive Directors and Operating Board Directors. individuals who attend
Remuneration Committee meetings are not present when their own
remuneration is being determined.

The Committee typically meets four times each year, or more often as
tequired. The Committee has acalendar-of standard items within its remit
and in addition it held in-depth discussions on specific topics during the
year. In 2022/23 there were a couple of unscheduled meetings regarding
changes to the Operating Board. The Committee complies with relevant
regulations and considers the Code and best practice when determining pay
and policy.

Statement of voting at general meeting

J Sainsbury pic Annual Report 2023

Advisers to the Remuneration Committee

The Commiittee is authorised by the Board to appoint exterial advisers
if it considers this beneficial. Over the course of the year, the Committee
was supported by its appointed advisers, Deloitte LLP (Deloitte).
Deéloitte were reappointed by the Committee as advisers in 2013 following
a-competitive tender.

Deloitte are members of the Remuneration Consulting Group and, as such,
operate under the Code of Conduct in relation to executive remuneration
consulting in the UK. During the year, the Committee reviewed the advice
provided by Deloitte and has confirmed that it has been objective and
independent. The Committee has also determined that the Deloitte partner
who provides remuneration advice to the Committee does not have any
connections with the Company that may impact their independence. The
Committee has reviewed the potential for conflicts of interest and judged
that there were appropriate safeguards against such conflicts.

During the year they provided advice to the Committee on a range of topics
including remuneration trends, corporate governance, incentive plan design
and incentive plan rules. Their consultants attended all of the Committee
meetings. In relation to their advice, Deloitte received fees of £53,000 (fees
are based on hours spent). During the year, Deloitte provided the Company
withunrelated advice and consuttancy in respect of information technotogy,
operating models, data analytics and taxation.

The table below sets out the votes on the Annual Report on Remuneration at the 2022 AGM and on the Directors’ Rerruneration Policy at the 2020 AGM.
The Committee is keen to hear the views of all shareholders and continually reviews the Remuneration Policy and its implementation.

Vates for Votes against Votes abstained

Remuneration Report (2022 vote) 9853% 147% -
- 1,770 miltion 26 mitlion 15 million

Remuneration Policy (2020 vote) 9700% 300% -
1,636 million 51 million 6.0 million

Directors’ contracts

Executive Directors have Tolling contracts which are terminabte‘on 12 months’ notice by either party. Non-Executive Directors are appointed for aninitial
three-year period; which may be extended for a further term by mutual consent. The initial appointments and any subsequent ieappointments are subject
to annual election or re-election by sharcholders. Non: Executive Directors’ appointrnents may be terminated at aiy tirne by giving thiee rmonths’ written

notico by oither party: six months’ in the case of the Mon Cxecutive Chair.
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Executive Directors’ shareholdings and share interests (audited information)
The table betow sets ot details of the Executive Directors’ shareholdings and a summary of their outstanding share awards at the end of the 2022/23
financial year. Further details of the movemcents of the Executive Directors’ share awards are sct out on page 107.

Ordinary shares' Scheme interests?
TP awards LTIPawards
with with
performance  performance
Bonus Share period -period
6 March 2022 4 March 2023 26 April2023 Awards® completed* outstanding® SAYE
Simon Roberts 373,520 608,965 608,965 363,601 216,329 2,827,544 4,873
Kevin O'Byrne® ) 573312 837,706 837,706 566,845 816,304 1,940,668 0
1. Ordinary shares are beneficial holdings which include the Directors’ personal holdings and those of their spouses and.minor children. They also include the beneficial interests in shares which are held in trust under
the Sainsbury's Share Purchase Plan.
2. Long-Term Incentive awards are structured as nil-cost options.
3. Relates 102021 and 2022 Bonus Share Awards.
4. Relates 02019 Future Builder awards (and 2018 in the case of Kevin 0'Byrne). Notionat dividends are added for LTIP awards where the performance period is complete.
5. Relates t0 2020 Future Builder awards, 2021 Win in Food award and 2022 Leaders’ Share Award (maximum) where the performance period has not ended. As noted above, following the year-end. the 2020 award
will vest at 77.5 per cent of maximum.
6. Inline with the remuneration policy. part of the LT1P awards with performance period outstanding tapsed following Kevin's cessation of employment.

Note: The Executive Directors are potential beneficiaries of the Cormpany’s Emptoyee Benefit Trust. which is used to satisfy awards under the Company’s employee share plans. and they are therefore treated as
interested in the 37.3 million shares (2022: 26.6 million} held by the Trustees.

Share awards made during the financial year (audited information)
The following share awards were made to Executive Directors during the year.

Basis of award Percentage vesting at threshold Performance period

‘Scheme ‘(maxtmurm) Facevalue performance ‘Number of shares ‘end‘date

Simon Roberts 2022 Leaders’ Share 250% of salary £2.264,063 25% of each element 983,092 1 March 2025
Award' )

Bonus Share Award? 95.7% of salary £837.375 N/A 363,601 N/A

‘Kevin 0'Byrne 2022 Leaders' Share '225% of salary £1530,927 "25% of each element 664,752 1March'2025

Awardt?
‘Bonus Share Award? 783% of salary 514,747 N/A 223511 N7A

. The performance conditions applying to 2022 Leaders’ Share Award are set out later in this section. The basis of award shows the maximum value being four times the core award. The award was made on 1June 2022
.and the:number.of shares has.been.calculated-usingth ge share-pric.

b

125May-and 31 May-2022.0f £2.303. Subject to.performance. the-award will vestinMay/lune 2025 and will be-released-after-a-further
two-year retention period. The award is structured as a nil-cost option with an exercise period of up to six years from grant.

. The Bonus Share Award was made on 1June 2022 based on performance over the 2021/22 financial year. The award was made at 87 per cent of the maximum level (maximum of 220 per cent of salary for Simon Roberts

and 180 per cent of salary for Kevin 0'Byrne). The number of shares has been calculated using the average share price between 25 and 31 May 2022, £2.303. No further performance conditions apply. The Bonus Share
Award will be released in March/April 2024.

. I lire with the rermuneation pulicy, parl of ihis award lapsed folluwinig kevitd's cessation of emplogment.
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Unvested Long-Term Incentive Plan awards

3 Sainsbury plc Annual Report 2023

Thé targets for Long-Térm Incentive Plan awards granted in 2021 and 2022 are set out in the tablés below.

2021 Win in Food incentive plan Thr-t.;sh(-)Id target core Maximum target
{2021/22 10 2023/24 performance period) Weighting (1.0x award) {4.0x core award)
Cumulative retail free-cash flow! 20% £1,000m £1,500m
ROCE! 20% 6.75% 975%
‘Underlying basic EPS! 20% 198p 265p
Cost reduction? 20% 80bps improvement 280bps improvement
Strategic indicators 20% — Market share —targets are commercially sensitive but we intend to provide

(equally weighted)

full disclosure of targets at the end of the performance period

— Customer satisfaction — improvement of 300 to 900 bps in Sainsbury’s
score and 210 to 510 bps in Argos

— Colleague — progress against our 2024 representation targets (see below)
and maintain colleague engagement scores ’

— Plan for Better - progress against our Plan for Better Scope 1&2, Scope3
and plastic reduction targets (see betow)

1. These measures are defined in'the Afternative Performance Measures section of the Annuadl Repor't on pages 219 to 223.

2. Improvemnent assessed against 2019/20 results due to the COVID-19 impact on 2020/21.

Target - senior leadership positions Target — senior management positions

Colleague representation targets (top 230 leaders) (1.200 leaders beneath senior teadership)
Female 50% 43%
Ethnically diverse 12% 12%
Black 3% 3%
Plan for Better targets Baseline Threshold Stretch
Scopeland 2 —GHGemissions_ 949,744 (tC0e) 18M19FY ) 761891 _ 705870
Scope 3 —GHG emissions 26,663,081 (tCO,e) 18/19 FY 24,503,081 23996,773
Plastic — Food — tonnes of plastic packaging 120,000 tonnes 2018 CY 91,200 80.400
Plastic — GM&C — tonnes of plastic packaging 9,836 tonnes 2018 CY 7180 6,590
2022 Lenders Shre Award ) T Threshold rarget tore W
(2022723 t0 2024725 performance period) Weighting (1.0x award) (4.0x core award)
Cumulative retail free cash flow 20% £1,250m £1,650m
ROCE! 20% 6.75% 975%
Underlying basic EPS! 20% . 198p 26.5p
Cost reduction? 20% 80bps improvement 280bps improvement
‘Strategic indicators '20% — Market share —targets are commercially sensitive but we intend to provide

(equally weighted)

full disclosure of targets at the end of the performance period

~— Customer satisfaction ~ tmprovernent of 0 to 200 bps in Samsbury's score
and 300 to 500 bps in Argos

— Colleague —progress against our existing 2024 representation targets {see
above) and assessment of further representation improvements in 2025.
Maintain colleague engagement scores

— Plan for Better - progress against our Scope 1and Scope 3 and plastic
reduction targets (see below)

1. These measures are defined in the Alternative Performance Measures section of the Annual Report on pages 219 to 223.
2. lmprovement assessed against 2019/20 results due to the COVID-19 impact on 2020/21 and 2021/22.

]
Plan for Better targets Baseline . Threshold Stretch
Scope 1—-GHG emissions 554,936 (tCO2) 18/19FY 382,403 345,258
Scope 3 - GHG emissions 26,663,081 (tCO) 18/19 FY 23,783,081 23,108,004
Plastic —0Own Brand Food & General Merchandise & Clothing — '69.839 Own Brand Food 2018°CY/ 55871 41,803
tonnes of plastic packaging GM&C 2020 CY
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Details of the Executive Directors’ share awards and movements
The table below shows the conditiofial awards granted and cexéreised under each of the Coinpanny’s sliare plars.

Original Options
share exercised Remaining Share price Notional gain
Dateof  Shareprice options Options Total share during the share onexercise Date of on exercise
‘Name ‘Award award atgrant(®) awarded lapsed options  Dividends® year options ® exercise (Eovb)®
“":g":f’; 3006 183220 73288 09982 19731 129663 0 2310 105202 300
09/ ‘fpfénﬁ 2104 256092 7688 1924 2622 205.486 0 2310 1/05/2022 475
09/05/2019
Long-Term t2) 2194 256092 76828 179264 37.065 0 216329
Incentive
Plan' 0710512020 1981 512580 0 512580 0 0 512580 - - -
(Part1)
7 0(2?322? 1991 512584 0 512584 0 0 sSi2584
Simon Roberts
04/06/2021 2670 819,288 0 819288 0 0 819,288 - - -
01/06/2022 2303 983092 0 983,092 0 0 983.002 - - -
Deferred )
Share 0710512020 1991 110362 0 10362 10308 120670 0 2310 1105202 79
Award?
Bonus'Share
: 01/06/2022 2303 363,601 0 363,601 0 0 363601 - - -
Award
] | 10m2r09 NIA 3040 - 3040 - - 3040 - - -
haresave’
1471212020 NIA 183 - 1833 - - 1833 - - -
Total 4001784 226944 3774840 93326 455,819 3,412,347 1,054
“’0(252117) 2671 24012 81,905 152107 B9 185.226 0 2310 1/05/2022 428
11"’(35?127) 2671 24012 81905 152107 319 185.226 0 2310 105202 428
11/05/2018 006 212,060 84,824 WnE 3058 0 157769 - - -
(Part 1)
WS/2018 3006 212060 84,824 226 3053 0 157769
) Part2)
Long-Term
Incontive 09/(:?,':,(:13 2104 296400 88920 207480 42902 0 250382 - - -
Plan}
09/05/2019 2104 296404 88922  207.4%2 42902 0 034
(Part2) O ) o . o L T _
Kevin O'Byme o ‘}Sp’:gzg 1991 330184 0 330184 0 0 330184 - - -
07/05/2020
ut2) 1991 330188 0 330188 0 0 088
04/06/72021 260 615544 0 65544 0 0 615544 - - -
01/06/2022 238 664752 0 664752 0 0 664752 - - -
Deferred
Share 07/05/2020 1991 129331 0 120331 12082 141413 0 2310 105202 27
-Award?
BonusShare  07/0572021 243 34334 0 34334 0 0 333M - - -
Award? 010672022 2303 223511 0 223511 0 0 223511 - - -
Sharesave* 071272018 N/A 3461 3,461 0 - - 4] - - -
Total 2125253 BRTE  36WAR 225100 TNSEE 3B 1183

1. TheLTiP share figures relate to the maximum that could be achieved for awards.

2. TheDeferred Share.Award figures are after the application of performance conditions.

3. Bonus Share Awards are after the application of performance conditions. Simon Robert’s waived his 2020/21 bonus and therefore no Bonus Shares were awarded. Kevin 0'Byrne took 100 per cent of his 2020/21
bonus in Bonus Shares.

4. Sharesave is an all-employee share option plan and has no performance conditions as per HMRC Regulations. The option price for the Sharesave schemes shown were 2018 ~ £2.600: 2019 - £1.610 and 2020 - £1.610.

5. Dividends includes notional dividends accrued on LTIPs where the performance period has finished.

6. Thisis the notional gainon the date of exercise had ail shares been sold.
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Remuneration Policy

Directors’ Remuneration Policy
The foltowing section sets out our Directors’ Remuneration Poticy. This policy is subject to a binding shareholder vote at the AGM-on6 July 2023 and, if approved.,
will be effective from this date.

In determining the new Remuneration Policy the Committee followed a robust process which included discussions on the content of the policy at the
Remuneration Committee meetings during the year. The Committee considered input from management and our independent advisers while ensuring
that conflicts of interest were suitably mitigated. The:‘Committee also took into account best practice and-guidance from major shareholders.

Changes to the Remuneration Policy
The Remuneration Policy was last approved at the 2020 AGM, and an updated policy will be presented at the 2023 AGM: The overall structure remains
unchanged from the previous policy.

As part of the review, minor amendments have been made to detailed terms to respond to emerging market and best practice and to aid operation of
the Policy.

Policy Table for Executive Directors
The table below summarises-each-element of the policy for Executive Directors, with furtherdetails-set quit after the table.

Base salary

Purpose and link Core element of remuneration used to attract and retain executives who can deliver our strategic objectives.

to strategy

Operation Typically reviewed annually with increases normatly taking effect in May.
Consideration is given to.a number of internal and external factors including business.and individual performance, role,
responsibilities, scope, market positioning, inflation and colleague pay increases.

Opportunity Salary increases (in percentage of salary terms) for Executive Directors will normally be within the range of those for the wider

workforce. There is no maximum salary opportunity.
Where the Committee considers it necessary and appropriate, larger increases may be awarded in individual circumstances such as:
— A change in scope or responsibility;

— If-a new Executive Director is-appointed-at-a lower rate and the salary is realigned over time as the individual gains-experience
in the role; or
— Alignment to market level.

Salary levels effective for 2023/2024:

— Simon Roberts — £941,850 (effective 28 May 2023)

— Blathnaid Bergin — £650,000 (effective 5 March 2023, from date of appointment)
Performance details None.

Benefits

Purpose and link Competitive benefits to assist in attrécting and retaining executives.

to strategy

Operation A range of benefits may be provided including, but not limited to, colleague discount, car allowance (or company car), private
medical cover, life assurance, long-term disability insurance and all-employee share plan participation.
The Committee keeps the benefits offered, the policies and the levels provided under regular review.

Opportunity The value of benefits provided will be reasonable in the context of relevant market practice for comparable roles and taking into

account any individual circumstances (e.g. relocation). There is no maximum monetary value.

Participation in any HMRC-approved ali-employee share plan is limited to the maximum award levels permitted by the relevant
legislation.

Performance details None.
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TRetirementbenefits

Purpose and link

Provides an income following retirement and assists colleagues in building funds for their future.

to strategy

Operation Participation in a defined contribution ptan and/or a cash salary supplement.

Opportunity For Executive Directors, the value of any pension and/or cash supplement provided will be in line with the rate available to the
‘majority-of the workforce {currently 7.5 per cent of salary per annum).

Performance details None.

Annualbonus

Purpose and link
to strategy

Rewards performance on an annual basis against key financial, operational and individual objectives, as well as strategic priorities.

Awards partially delivered in shares to provide further alignment with shareholders.

Operation

Performance measured over the financial year.
Bonus level determined by the Committee after the year-end based on performance against targets.

Normally 50 per cent of the total bonus is paid in cash, with the balance deferred into shares for a period of two years. Dividend
equivalent shares may accrue until the award vests.

Dividend equivalents may accrue on vested shares.
Measures and targets are reviewed annually.
Recovery provisions (i.e. malus and clawback) apply.

Opportunity

Maximum opportunity of up to 250 per cent of salary per annum.

The level of threshold payment for performance varies depending on the performance measure, with payouts from zero per cent.
Full payout requires outperformance of stretch objectives. Maximum opportunity for 2023/24:

~— Simon Roberts — 220 per cent of salary
— Blathnaid Bergin — 180 per cent of salary

Performance-details

Basedon-a.combinationof financial {e.g. profit), operational and individual metrics.
The detail of the measures, targets and weightings may be varied by the Committee year-on-year based on the Company’s
strategic goals..At least half of any.award will be subject to financial measures.

Long-Term Incentive Plan (LYIP) Leaders’ Share Award

Purpose-and tink
to strategy

Recognises-and rewards for-delivery of Company performance-and shareholder value-over thelonger term.
Share-based to provide greater alignment with shareholder interests.

Operation

Awards of conditional share awards (or equivalent) with vesting dependent on performance measured over a period of at least
three financial years.

Awards will normally be ‘subject to a retention period following the end of the performance period which means awards will be
released after five years.

The-Committee reviews the metrics, targets-and weightings prier to-each-grant to-ensure that they remain appropriate.
Recovery provisions (i.e. malus and ctawback) apply.

Dividend equivalentstay actrue, to the extent awards vest.

Opportunity

Maximum award of up to 250 per cent of salary per annum in respect of any financial year.

For achievements at threshold levels of performance, up to 25 per cent of maximum under each element may vest.
Award levels for 2023/24:

— Simon Roberts — maximum award of 250 per cent of salary

— Blathnaid Bergin - maximum award of 225 per cent of salary

Performance details

Based on a combination of financial and strategic measures appropriate within the context of the Company strategy and external
environment over the relevant performance period.

Prior to granting awards, the Committee will review the performance conditions and may opt to vary the metrics and weightings
to ensure measures and targets remain ali.gr)ed with its objectives. The Committee would seek to consult as appropriate with its
major shareholders regarding any material changes.

Metrics and weightings for 2023/24 awards:

— Cumulative retail free cash flow — 20 per cent

—- ROCE ~ 20 per cent

— Underlying basic EPS - 20 per cent

— Cumulative cost savings — 20 per cent

— Strategic indicators — 20 per cent
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Shareholding guidelines

Purpose and link Alignment of Executive Directors with shareholders.
o strategy
Operation Guidelines are Chief Executive three times salary, other Executive Directors two times salary.

Executive Directors are normally expected to hold all vested share awards (net of tax) until the guideline has been met.
Executive Directors normally will be expected to maintain a shareholding for two years following stepping down from the Board.
Further detail on the operation of the shareholding guidelines are set out in the Annual Report on Remuneration.

‘Setting performance measures and targets

The Committee believes it is important that the performance conditions
-applying te incentive arrangements.are-aligned with the short-and long-term
objectives of the Company, while supporting the Company's purpose,
culture, values and risk profile. We operate in a dynamic market with
evolving challenges and the Committee reviews the performance measures
and targets each year to ensure that they remain relevant and stretching.
Further details of the performance measures are ‘set out nthe Armual
Report on Remuneration.

The performance measures in the annual bonus are selected as they are the
key drivers of business performance. The targets for the annual bonus are
setwith reference to the torporate strategy and internal budyets as well as
the external context (e.g. market forecasts). This approach seeks to ensure
that the threshold and stretch targets are appropriately challenging.

The LTIP performance measures focus on the delivery of long-term strategic
priorities and returns to shareholders. Target-setting follows a similar
approach to that used for the annual bonus.

The Committee may vary or rebalance the weighting of the performance
metrics for future annual bonus and LTIP awards, in order to ensure that
they remain aligned with the Company's strategic objectives.

In line with the 2018 UK Corporate Governance Code, the Committee retains
the ability to adjust incentive outcomes to ensure that they remain reflective
of underlying financial and non-financial performance of participants or the
Group or where the formulaic outcome is not appropriate in the context of
circumstances that were unexpected or unforeseen when the targets were
set. The:Committee may also adjust the targets for awards-or the-catculation
of performance measures and vesting outcomes for events not foreseen

at the time the targets were set to ensure they remain a fair reflection of
performance over the relevant period. When making such judgements,

the Committee may take into account all such factors deemed relevant.

Recovery provisions (malus and clawback) - preventing rewards
for failure

The Remuneration Committee may operate recovery provisions (malus and
clawback) on all incentive awards. The Committee may reduce or cancel an
unvested award, or impose further conditions on an unvested award in the
event of material mis-statement of financial results, serious reputational
-darmage, serious misconduct, fraud, or-other-cases-of extremne failure where
the Committee considers such adjustment to be warranted.

In addition, in the circumstances outlined above, the Committee may
clawback incentives, by requiring an Executive Director to make a
repayment inrelation to-bonus payments-and share awards. This provision
would apply for up to two years following the end of the relevant
performance period.

Consideration of colleague pay and conditions

When considering remuneration arrangements for Executive Directors, the
Committee takes inte-account, as.a matter.of course, the pay-and conditions
of colleagues throughout the Company.

In particular, the Committee receives requiar updates on pay, incentives and
benefits across the business as well as updates on any major changes to the
pay-of colleagues. The Committee takes into-account the wider pay-context,
including the overall salary increase budget for management, the increase
in rate of pay for hourly-paid colleagues and the Chief Executive pay ratio.

The Board receives regular updates on the views of colleagues via our

amnual and interim ‘Wehe Listening engagement surveys, Leader Listening
programme and national ‘Make it better together’ group (our Workforce
Advisory Panel). In addition, Non-Executive Directors regularty engage with
colleagues on executive pay giving them the opportunity to share their views
and opinions.

The Company operates all-employee share plans which support colleagues
to become shareholders in the Company, these colleagues can then
comment on the policy in the same way as other shareholders.

‘Differences th Remaneration Policg for all colleagues

Many aspects of the Remuneration Policy for Executive Directors are
consistent with the reward strategy for other colleagues across the
Company. Below executive level, pay and benefits are scaled to reflect
the nature of the role and based on the levels of pay in comparable roles
in the market.

All colleagues are entitled to base salary, benefits including pension.and
colleague discount. Eligible colleagues participate in our annual bonus plans
which are aligned under a common set of principles with performance
metrics tailored to different populations.

Senior executives expected to have the greatest influence-on-Company
performance over time are eligible for participation in long-term incentive
plans. All colteagues have the opportunity to become shareholders in the
Company through our all-employee share plans.

Participation in-a pension plan is-offered to-all colleagues-ona-contributory
basis, with the Company contribution varying by grade. We have circa
108,000 colleagues in our pension plans. Executive Directors’ pension
contributions are aligned with the wider workforce.
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Potential total remuneration opportunity under our pay policy

The Committee believes it is important that a significant portion of the package for Executive Directors is performance-related and delivered in shares to
align their interests with shareholders. The balance between fixed pay (base salary, pension and benefits) and variable pay (annual bonus and LTIP) changes
‘with performanice. The variable proportion of total remuneration increases significantly for increased tevels of performance. At teast 60 per cent of the
package is delivered through variable pay at mid-point performance and this proportion increases to at least three-quarters of the package at maximum
levels of performance.

The charts below show the total remuneration potential of the Executive Directors, in accordance with the Remuneration Policy, under three performance
scenarios.

GRAPH REMOVED GRAPH REMOVED
Opportunity Minimum Mid-point Maximum
Fixed pay ’ » Salary — Simon Roberts £941,850; Blathnaid Bergin £650,000

Benefits — car allowance and private
healthcare (in line with 2022/23 actuals)
Pension — 75% of salary

Annual bonus Simon Roberts - 220% of salary Nil 50% of maximum 100% of maximum
Blathnaid Bergin - 180% of salary
LTiP Simon Roberts - 250% of salary Nil 50% of maximum 100% of maximum

Blathnaid Bergin —225% of salary

Impact of share price

As LTIP awards are granted in shares, the value can vary significantly depending on the movement of the share price over the relevant vesting and retention
period. For example, if the share price increased by 50 per cent over the relevant vesting and retention period, the maximum values shown in the charts above
would increase to £6.6 million for Simon Roberts and £4.1 million for Bldthnaid Bergin. Similarly, if the share price was to fall by 50 per cent, the maximum
valugs shown in the charts above would reduce to£4.3 miltion for Stmon Roberts and £2.6 wiltion for Blathnaid Bergin.

Our approach to recruitment

The Committee believes it is vital to be able to attract and recruit leaders of the calibre required to deliver our strategic objectives, while remaining mindful
of the cost to the Company. When determining remuneration arrangements for new appointments, the Committee intends to pay no more than it believes
is necessary to secure the required talent. The Committee will seek to align the remuneration package with the approved Remuneration Policy.

Fixed Pay ‘Salary and benefits (including retiremerit benefits) would be determined in accordance with the Policy Table above. Analtemiative
package may also be necessary where an individual fulfils an executive role on an interim basis.
In‘certain‘cases, the iritial'salary for a new appomtment may be set at a lower tevel, with the intention of increasing the'salaryover
time as the executive gains experience in the role.

Benefits rray need to be tailored based-on the individual circumstances {e:g. relocation, housing-or travel allowances may-be required).

Variable pay The maximum variable remuneration which may be offered to an executive will be no more than 500 per cent of salary (excluding any
buy~out-arrangements). This limit is-consistent with the.overal maximum set-out in the Policy Table.
Within these limits and where appropriate the Committee may tailor the award (e.g. timeframe, form, performance criteria) based on
the commercial circumstances.
Shareholders will be informed of the terms for any such arrangements.

Buy-outs The-Committee may need to buy-out remuneration terms forfeited -on joining the Company. Insuchcircumstances, the-Committee
will seek to ensure any buy out is of comparable commercial value and capped as appropriate.
The quantum, form and structure of any buy out-arrangement will be determined by the Committee taking into-account the terms
of the previous arrangement being forfeited (e.g. form and structure of award, timeframe, performance criteria, likelthoed of vesting,
etc.). The buy out may be structured as an award of cash or shares. However, the Committee will normally have a preference for
replacement awards to be made in the form of shares and to be within the Company’s existing incentive plans.

Where an executive is appointed from either within the Company or following corporate activity/reorganisation (e.g. acquisition of
another company), the normal policy would be to honour any legacy arrangements in line with the original terms and conditions.
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Service contracts and policy for departing Executive Directors
The Company’s policy is for Executive Directors’ service contracts to be
terminable on 12 months’ notice by either party.

Contracts contain non-compete and non-solicit clauses with key suppliers
and colleagues. The Company’s normal practice is that Executive Directors
may take up one non-executive role outside the Company, with approval
from the Board, subject to the role being in a business that does not compete
with the Company and with consideration of the time commitment. Directors
are normally entitled to retain the fees eamed from such appointments.

In the event of early termination without notice, any severance payment
would be limited to one-year’s salary and benefits (including pension),
normally payable on a phased basis and subject to mitigation. Benefits
payable may include certain one-off benefits in connection with termination
such as legal costs-and the costs of meeting-any settiement agreerment.

3 Sainsbury plc Annual Report 2023

There are no specific terms in service contracts relating to a change
of control.

The Executive Directors’-service contracts are available for shareholders
to view at the Company’s registered office.

The Committee retains discretion to determine the exact termination

terms of any Executive Director, having regard to all the relevant facts and
‘circumstances available to them at the time. The tabte below sets-out the
general position and range of approaches in respect of incentive arrangements.
In accordance with the terms of the relevant incentive plan rules, based

on the circurmnstances of any departure the Committee has discretion to
determine how an Executive Director should be categorised for each element
and determine vesting levels accordingly based on the range shown below.

‘Bad leaver’
(e.g. termination for cause, etc.)

‘Good leaver’
(e.g. cessation due toill-health, injury, etc.)

Annual bonus No entitlement following date notice served.

Any unvested bonus shares lapse on cessation.

Bonus may be payable subject to performance. Awards normally pro-rated
based on the period worked during the financial year, with payments
usually occurring following the year-end.

Any unvested bonus shares will normally vest in full, unless the Committee
determines otherwise. Awards normally vest at the standard time, unless the
‘Committee determines that awards should vest on an earlier date.

On death, unvested awards will be released and vest in full.

Long-Term
Incentive Plan

Unvested awards will lapse on notice.

Unvested awards normally vest at the normal time subject to performance.
Awards normally will be pro-rated by reference to the proportion of the
performance period that has elapsed since cessation, unless the Committee
determines otherwise.

Awards hormally will remain subject to any applicable retention period.

On death, awards vest early on cessation with performance measured at this
time. Awards are pro-rated by reference to the proportion of the
performance period that has elapsed at cessation.

If the Director feaves in the first six months-after the start-of the
performance period, the award normally lapses in full.

All-employee Inline with HMRC rules.
share plans \
Detailed provisions The Committee may approve payments to satisfy commitments agreed

All share awards are subject to the terms of the relevant plan rules under
which the award has beengranted. Since 2017 share awards are normally
granted under the LTIP rules approved by shareholders at the 2016 AGM.

The Commiittee may adjust or amend awards only in accordance with the
provisions of the relevant plan rutes. This includes making adjustments to
awards to reflect one-off corporate events, such as a change in the Company's
capital structure. In accordance with the plan rules, awards may be settled
in cash rather than shares, where the Committee considers this appropriate.

On a change of control, bonus share awards would be released or vest in full.
LTIP awards may vest taking account of relevant factors including progress
against relevant performance conditions and may be pro-rated based on time.

In the event of a demerger or other significant distribution, share awards
may be allowed to vest wholly or in part. A winding up, administration or
a voluntary arrangement event would resutt in bonus share awards being
released or vesting in full and LTIP awards would normally vest subject
to achievement of the relevant performance conditions on the same time
pro-rated basis as above.

In similar corporate events, awards under HMRC approved all-employee
plans would vest in accordance with the standard approved terms.

prior to the implementation of this Policy where such commitment was
‘either: (i) made prior to the irmplementation of the 2014 Remumeration Policy;
or (ii) agreed during the term of, and was consistent with, the Remuneration
Policy in force at the time. This includes previous incentive awards that are
currently outstanding and unvested. The structure of these legacy awards is
generally consistent with the Policy Table but the performance conditions
applying may be different. Further details of outstanding awards are set out
in the Annuat Report on Remuneration.

The Committee may also approve payments outside of this policy, in order
to satisfy any legacy arrangements made to a colleague prior to (and not

in contemplation of) promotion to the Board of Directors. This policy applies
equally to any individual who is required to be treated as a Director under
the applicable regulations.

The Committee may make minor amendments to the Remuneration Policy
to aid its operation or implementation without seeking shareholder
approvals (e.g. for regulatory, exchange contral, tax or administrative
purposes or to take account of a change in legislation) provided that any
such change is not to the material advantage of colleagues.
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Remuneration Policy for the Non-Executive Chair and Non-Executive Directors

The remuneration of the Non-Executive Chair is determined by the Remuneration Committee and the remuneration of the Non-Executive Directors by the
Non-Executive Chair and Executive Directors. The Non-Executive Chair and Non-Executive Directors receive fees and may be eligible for certain benefits.
‘Non-Executive rates are not entitled to any performance-related payor pension.

The Non-Executive Chair and Non-Executive Directors do not have service contracts. The Company’s policy is to appoint the Non-Executive Chair and
Non-Executive Directors for an initial three-year period, which may be extended for a further term by mutual consent. The initial appointments and any
subsequent reappointments are subject to annual election or re-election by shareholders.

Non-Executive Directors’ appointments may be terminated at any time by serving three months’ written notice by either party: six months’ in the case of
the Non-Executive Chair. The Non-Executive Directors’ letters of appointment are available for shareholders to view at the Company's registered office.

Non-Executive Director Remuneration Policy

Approachto setting  The fees for Non-Executive Directors are set at a level which is considered appropriate to attract individuals with the necessary
remuneration experience and ability to oversee the business. Fees may be paid in cash or shares.

Typically reviewed annually in May.

Judgement is used but consideration is given to a number of internal and external factors including responsibilities, market
positioning, inflation and colleague pay increases.

Where appropriate benefits may be provided such as colleague discount, private medical cover and annual medical assessment.

Travel and other reasonable expenses (including any associated taxes) incurred in the course of performing their duties are
reimbursed to Non-Executive Directors.

Opportunitg Fee opportunity reflects responsibility and time commitment.
Additional fees are paid for additional time commitments or for further responsibilities such as chairing committees.

The value of benefits provided will be reasonable in the market context and take account of the individual circumstances and
benefits provided in comparable roles.

Fee levels for 2023/24:

— Non-Executive Chair — £516,914 per-annum

— Basic fee — £73,466 per annum

— Senior Independent Director, Chairof Remumeration, Audit-Committee and Corporate Responsibitity and Sustainability Committee
additional fee - £20,280 per annum

Consideration of shareholder views

The Remuneration Committee values the views of the Company’s shareholders and guidance from shareholder representative bodies. The Committee
proactively consuits extensively with our major shareholders to ensure that their views are represenited in discussions on remuneration matters. As part
of the review of the Remuneration Policy the Committee considered the latest proxy voting guidelines and guidance from major investors.

Approved by the Board on 26 April 2023.

Jo Harlow
Chair, Remuneration Committee

1odey Nbarens
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Additional statutory information

Additional statutory information required by the Accounts Regulations can be found below:

Directors’ interests

The beneficial interests of the Directors and their connected persons in the shares of the Company are shown on pages 101 and
104. During thee year, o Directar had any material interest in any tortract of significance tothe Group's business.

Directors” indemnities

The Company maintains a Directors’ and Officers’ liability insurance policy which provides appropriate cover for legal action
brought against its Directors. The‘Company has also executed deeds of indemnity foreach-of its Directors, to the'extent permitted
by law and the Company’s Articles of Association. These indemnities were in force throughout the financial year and as at the date
of this report.

Qualifying third-party indemnity provisions (as defined by section 234 of the Companies Act 2006) are in force, to the extent
permitted by law, for the benefit of the Directors in relation to certain losses and liabilities incurred in connection with the
execution of their powers, duties and responsibilities.

Research and
development

In the ordinary course of business, the Company regularly develops new products and services. See page 10 for more information.

Employment policies

The Company values the different perspectives, experiences and abilities of all our colleagues. We ensure that those living with a
disability or long-term health condition are fully and fairly considered for employment with the Company through well-devetoped
policies for the equal treatment of all. We have a workplace adjustments process in place for our colleagues who find themselves
with a-disability or long-term health-condition; workplace adjustments-can be made at any point-during-a colleague’s employment
with us. We are committed to providing equal opportunities for all colleagues and applicants through recruitment, training,
development and promotion. Further information can be found on pages 15 to 16.

Health and safety

The health and safety of our colleagues and customers is an essential part of our business operations. See page 16 for more
information.

Colleague engagemcent

Dctails on how we cngage with our colleagues can be found on page 31,

Political donations

The Company made no political donations in 2022/23 (2021/22: £nil).

Post balance sheet
events

Note 40 on page 205 discloses details relating to post balance sheet events.

Financial risk
management and
financial instruments

Notes 28 and 29 on pages 164 to 177 disclose details relating to financial risk management and financial instruments.

Disclosure of information

Each Director has confirmed that, so far as each Director is aware, there is no relevant audit information of which the auditor is

to the auditor unaware. Each Director has taken all steps that they ought to have taken as a Director in order to make themselves aware of any
relevant audit information and to establish that the auditor is aware of that information. For further information, please see the
Statement of Directors’ responsibilities on page118.

Dividends Details of the payment of the final dividend can be found on page 148.

Ordinary shares

Details of the changes to the ordinary issued share capital during the year are shown on page 162. As at 21 April 2023,
2,356,866,697 ordinarny shares of 2847 pence have been issued, are fully paid up and are listed on the London Stock Exchange.

Share capital

Except as described below in relation to the Company’s employee share plans, there are no restrictions on the voting rights
attaching to the Company’s ordinary shares or the transfer of securities in the Company; no person holds securities in the
‘Company carrying special rights with regard to control of the Company; and the Company is not aware of any agreements
between holders of securities that may result in restrictions in the transfer of securities or voting rights. Further details of the
rights, restrictions and obligations attaching to the share capital of the Company, including voting rights, are contained in the
Company’s Articles of Association. The Articles of Association may only be changed with the agreement of shareholders.

Shares acquired for the Company's employee share plans by the trustees rank pari passu with shares in issue and have no special
rights. Where, under the Company’s All Employee Share Ownership Plan, participants are beneficial owners of the shares but the
trust is the registered owner, the voting rights are normally exercised by the trustee of the plan at the direction of the participants.
All shares held by the J Sainsbury Employee Share Ownership Trust are held on an unallocated basis. As such, the trustee waives
their rights to vote and to receive dividends on these shares. Total dividends waived by the trustee during the financial year
amounted to £4,309,440.24. Some of the Company’s employee share plans include restrictions on the transfer of shares while the
shares are held within the plan.

At the Annual General Meeting held in July 2022, the Company was authorised by shareholders to purchase its own shares within
certain limits and as permitted by the Articles of Association. The Company made no purchases of its own shares during the
financial year.

Change of control

All of the Company’s employee share plans contain provisions relating to a change of control. On a change of control, options

and awards granted to employees under the Company’s share plans may vest and become exercisable, subject to the satisfaction
of any applicable performante conditions at that time.

A number of the Company's financing arrangements contain change of control clauses under which lenders may cancel their
-commitments and-declare-al-outstanding-amounts immediately due and payable. There-are no-other significant-agreements that
would take effect, alter or terminate upon a change of control following a takeover bid.
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Major interests in shares
As at 4 March 2023, the Company had been notified by the following

investors of their interests in three per cent or more of the Company's shares.

These interests were notified to the Company pursuant to DTRS5 of the
Disclosure Guidance and Transparency Rules:

Date Number of % of voting

notified ordinary shares rights’
Qatar Holdings LLC 4 May 2021 335,446,132 1499
VESA Equity Investment S.arl. 4 March2022 234,887,363 1007
BlackRock, Inc. 27 August 2021 149,416,535 640
Schroders ple 31March 2021 116,161,658 522
Pzena Investment 29 January 2021 104,262,488 469
‘Management, Inc o o o o
Bestway Group Limited 27 January 2023 104,800,518 446

1. Percentages shown are as a percentage of the Company's issued share capital when the Company
was notified of the change in holding.

As at 21 April 2023, no further changes had been notified.

Directors’ Report

The Directors’ Report comprises pages 1 to 116 of this Annual Report and
Financial Statements. The following information required by Rute 9.8.4R of
the UK Listing Rules (LR) is also incorporated into the Directors’ Report:

Information requirement Location within Annual Report

J Sainsbury plc Annual Report 2022 115

Streamlined energy and carbon reporting -

22/23 annual update

J Sainsbury pic has calculated and publicly reported its emissions of carbon
dioxide and other greenhouse gases (GHG) for several years. We have
measured our emissions since 2005 and set ourselves challenging targets
throughout the years. In2021, we announced our Plan for Better strategy.
As part of this, for Scope 1and 2, our targets include the reduction of GHG
emissions from our own operations by 2035, aligning the business with

the goal to limit global warming to 1.5°C, the highest ambition of the Paris
Agreement.

Methodology

In line with the GHG Protecol Corperate Accounting-and Reporting Standard
(revised edition), we will be reflecting the performance of Sainsbury’s,
Argos and Habitat emissions separately, as well as the combined Group
performance. We have reported on all emission sources required under the
Companies Act 2006 (Strategic Report and Directors’ Reports) Regulations
2013. Wehave talculated and reported our emissions th line with the'GHG
Protocol Corporate Accounting and Reporting Standard (revised edition)
and emission factors from UK Government’s GHG Conversion Factors for
Company Reporting 2022. The reporting period is the financial year 2022/23,
the same as that covered by the Annual Report and Financial Statements.
The boundaries of the GHG inventory are defined using the operational
control approach. In general, the emissions reported are the same as those
whichwould be reported based-on-a financial control boundary.

The following report compares Scope 1 and 2 Greenhouse gas emissions for
2022/23 and 2021/22.

Interest capitalised Seenote 14 of the UK and Global Annual Energy-and Carbon
consolidated financial Sainsbury’s Group Total Carbon Figures and Intensities
statements
e s . i L1 . GHG emissions (tC0,e) - location-based
Publication of unaudited financial information See note 28 cource S 202223
Details of any long-term incentive plans See Remuneration A Scope 1 518:033.32 461:692.37
Report, Remuneration
Policy and note 36 Scope 2 257.83404 220,21526
Shareholder waiver of dividends Seenote 27 Total (tCO.¢) 775,867.36  681,907.63
Shareholder waiver of future dividends See note 27 Intensity measurement (tC0€/'000 sq ft) 3183 25.23
Other information requirements set out in LR 9.8.4R are not applicable to GHG emisstons (1C0,e)— market-based
the Company. Emission source 202122 2022/23
Scope1l 518,033.32 461,692.37
Scope 2 228,647.20 -
Total (tCO.e) 746,680.51 461,692.37
Intensity measurement (tC0O,e/'000 sq ft) 3063 1708
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Sainsbury’s breakdown
UK locations

‘Bnergy ConsumptionKWh ‘Location-Based (tCOz€) ‘Market-Based (tC0:¢)
Emission source 202122 2022/23 2021722 2022/23 2021722 202923
Combustion of Tuel and operation of facilities (Scope 1) 1)550,189,12662 1,419,48826053 44975676  399,00045 44975676  '399,00945
Electricity, heat, steam and cooling purchased for own 1,139,424,16888 1,094.761,57948 237,04141 206,92816  209,68940 -
use (Scope?) v
Total 2,689,613,29550 2,514,249,849.02 686,79817 605,93761 659,44616 399,00945
Argos and Habitat Breakdown
UK locations

Energy Consumption kWh Location-Based (tCOze) Market-Based (tCO:e)
Emission source 2021722 2022/23 2021722 2022/23 2021722 2022/23
Combustion of fuel and operation of facilities (Scape 1) 284,753,76544 267.876,532.86 £8,021.04 62,491.85 68,021.04 62,49185
Electricity, heat, steam and cooling purchased for own 82,800,914.30 59,788,562.13 17,58112 11,524.76 18,95779 -
use (Scope 2) )
Total 377,554,679.74 327,665,094.99 85,602.16 74,01660 86,978.83 62,491.85
Global locations (excludes UK)

Energy Consumption kwh Location-Based (tCO.e) Market-Based (tCOz¢)
Emission source 202122 2022/23 2021722 2022/23 2021722 2022/23
Combustion of fuel and operation of facilities (Scope 1) 1,258,90715 1,046,760.04 25552 19108 25552 19108
Electricity, heat, steam and cooling purchased for own 6,485,933.73 5.067,13231 321151 1,76235 - -
use (Scope 2)
Total 7,744,840.88 6,113,892.35 3,46703 1,95342 25552 19108

Dual emissions reporting
Nverall emissions have been presented to reflect both location and market-based methiodolugies, affecting both Scope 1 ard Scope 2 ertsstons.

‘Scope 1: All'Stope Lemissions have been talculated uzing UK Government 5‘GHG Conversivn Pattuid fui CutTipariy Repoiting 2022 fot dll sources.

Scope 2: All Scope 2 Location based emissions have been calculated using UK Government's GHG Conversion Factors for Cornpary Reporting 2022. Market-based
Electricity is covered by cither a Power Purchase Agreement, a certified green tariff or falls within on-site renewable generation from wind and solar energy.

‘Energy Efficiency Actions

To grow our business sustainably, we are continuousty working to cut GG Cmissions, whilst also ensuring that we rnaximise energy efficiency. A few of the

projects we have implernented thisyear include:

— Developing a detailed roadmap outlining the key activities throughout the business that are required to achieve Net Zero by 2035, focusing on improving :
energy efficiency and driving down Carbon through engineering solutions, underpinned by continuous innovation

— LED lighting upgrades at 388 sites, saving approximatcly 17,735,876 kwh. This has fulfilled our cormimitiment to be fully LED across the entire estate by
the end of FY 2022/23

— Further optimising the existing Solar PV arrays across our estate, maximising on-site generation
— Installing new Solar PV arrays on new and existing stores

— The replacement of refrigeration systems with more efficient technology, whilst also removing HFC refrigerant gases and replacing with natural
alternatives

— The use of an innovative single system to provide store refrigeration, cooling and heating requirements. This reduces energy consumption in a store
by up to 30 per cent whilst maintaining a high quality environment, which is warm in winter and cool in summer, by reusing any ‘heating’ or ‘cooling’
throughout the year. We call it ‘RIHC’, Refrigeration Integrated Heating and Cooling

— Delivering the most cfficiont new stores through the installation of highly cfficient Zero Carbon technatogy
— Reducing uncontrolled air infiltration in stores to improve thermal comfort and reduce heating and refrigeration energy consumption
— The Transport Strategy and Change team have been working on a number of projects to reduce mileage on the road and encourage fewer, fuller vehicles

— The announcement that we will invest a minimum of £5 million over the next four years into start-up businesses, commercialising innovative,
sustainable technologies that look to reduce operational carbon emissions and water usage through our Sainsbury's Innovation Investments initiative,
in partnership with WAE

By order of the Board

Pt

Tim Fallowfield OBE
Company Secretary and Corporate Services Director
26 April 2023
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Statement of Directors’ Responsibilities

The Directors are responsible for preparing the Annual Report and Financial
Statements in accordance with applicable law and regulations.

Company law requires the Dircctors to prepare financial statements for each
financial year that give a true and fair view of the state of affairs of the Group
and the Company a3 at the end of the financial year, and of the profit or

loss of the Group for the financial year. Under that law, the Directors have
prepared the Group financial statements in accordance with UK-adopted
intemational accounting standards. The Directors have elected to prepare
the Parent Company financial statements in accordance with United
Kingdom Generally Accepted Accounting Practice, including FRS 101
‘Reduced Disclosure Framework’ (UK Accounting Standards and applicable
‘law). Under-company taw the Directors must not-approve the financial
statements unless they are satisfied that they give a true and fair view of the
state of affairs of the Group and the Company and of the profit or loss of the
Group for that period. In preparing these financiai statements, the Directors
are required to:

— select suitable accounting policies and then apply them consistently;

— make judgements and accounting estimates that are reasonable and
prudent;

— state whether UK-adopted international accounting standards have been
followed, subject to any material departures disclosed and explained in
the Group and Company financial statements respectively; and

— prepare the financial statements on the going concemn basis unless it is
inappropriate to presume that the Group and the Company will continue
in business.

The Directors are responsibie for keeping adequate accounting records that
are sufficient to show and explain the Group’s and the Company’s

" transactions and disclose with reasonable accuracy at any time the financial
position of the Company.and the Group.and enable them to ensure that the
financial statements and the Directors’ Remuneration Report comply with
the Companies Act 2006 and. as regards the Group financial statements,
Article 4 of the IAS Regulation. They are also responsible for safeguarding
the assets of the Company and the Group and hence for taking reasonable
‘steps for the prevention and detection of fraud and other irregularities.
Having taken all the matters considered by the Board and brought to the
attention of the Board during the year into account, we are satisfied that the
Annual Report and Financial Statements, taken as a whole, is fair, balanced
and understandable.

The Board believes that the disclosures set out in this Annual Report provide
the information necessary for shareholders to assess the Group’s
‘performance, business thodel and strategy.

The Directors are responsible for the maintenance and integrity of the
‘Company’s website. Legislation in the United Kingdom‘governing the
preparation and dissernination of financial statements may differ from
legislation in other jurisdictions.

Each of the Directors, whose names and functions are listed on pages 62 to
65, confirms that, to the best of their knowledge:

— the financial statements, which have been prepared in accordance with
the relevant financial reporting framework give a true and fair view of the
assets, tiabilities, financial position and profit of the Group and Company;
and .

— the Strategic Report-and Directors'Report-contained in the Annual Report
and Financial Statements include a fair review of the development and
performance of the business and the position of the Group, together with
a description of the emerging and principal risks and uncertainties that it
faces; and

— the Annual Report and Financial Statements, taken as a whole, are fair,
balanced and understandabie and provide the information necessary for
sharehblders to assess the Group's position and perforthance, business
model and strategy.

By order of the Board W

Tim Fattowfield OBE
Company Secretary and Corporate Services Director
26 April 2023
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Independent Auditor’s Report
to the Members of J Sainsbury plc

Opinion
In our opinion:

— JSainsbury plc’s Group financial statements and Parent Company
financial statements (the “financial statements”) give a true and fair view
of the state of the Group’s and of the Parent Company’s affairs as at
4 March 2023 and of the Group's profit for the 52 week period then ended;

- the Group financial statements have been properly prepared in
accordance with UK adopted international accounting standards;

— the Parerit Company financial statermerits have been properly prepared
in accordance with United Kingdom Generally Accepted Accounting

Practice; and

— the financial statements have been prepared in accordance with the
requirements of the Companies Act 2006.

We have audited the financial statements of J Sainsbury plc (the ‘Parent
Company’) and its subsidiaries {the ‘Group’) for the 52 week period ended

4 March 2023 which comprise:

Group

Parent company

Consolidated balance sheet as-at
4 March 2023

Balance sheet as at 4 March 2023

Consolidated income statement for
the period then ended

Statement of changes in equity for the
period then ended

Consolidated statement of
comprehensive income for the
‘pertod then-ended

Related notes 1to 8 to the financial
statements including a summary of
significant -accounting policies

Consolidated statement of changes
in equity for the period then ended

Consolidated statement of cash
flows for the period then ended

Related notes 1to 41 to the financial
statements, (except for the sections
marked as “unaudited” in Note 28)
including a summary of significant
accounting poticies

The financial reporting framewerk that has been applied in the preparation
of the Group financial statements is applicable law and UK adopted
international accounting standards. The financial reporting framework that
has been applied in the preparation of the Parent Company financial
statomonts i< applicable law and United Kingdom Accounting Standards,
inctuding FRS 101 “Reduced Disclosure framework” (United Kingdom
Generally Accepted Accounting Practice).

Basis for opinion

Wao conducted our audit in accordance with International Standarda on
Auditing (UK) (1SAs (UK)) and applicable law. Our responsibilities under those
standards are furthor described in the Auditor’s responsibilitics for the audit
of the financial statements section of ‘our report. We beticve that the audit
avidence we have obtained is sufficient and appropriatc to provide a basis

for our opinion.

Independence

We are independent of the Group and Parent Company in accordance
with the ethical requirements that are relevant to our audit of the financial
statements  the UK, cluding the FRC's Ethical Standard as apptied to
listed public interest entities, and we have fulfilled our other ethical
responsibilities in accordance with these requirements.

The non-audit services prohibited by the FRC's Ethical Standard were not
‘provided to the Group or the Parent Commipany and we'terhain indepenhderit
of the Group and the Parent Company in conducting the audit.

Conclusions relating to going concemn

In auditing the financial statements, we have concluded that the directors’

use of the going concern basis of accounting in the preparation of the

financial statements is appropriate. Our evaluation of the directors’

assessment of the Group and Parert ‘Company's abitity to continue to adopt

the going concern basis of accounting included:

— Confirming-our understanding of the-directors’ going-concern
assessment process.

— Assessing the-adequacy-of the going concern-assessment £0-26 -April 2024
and considering the existence of any significant events or conditions
beyond this period.

— Verifying going concern model inputs against board-approved forecasts.

— Reviewing borrowing facility documentation to confirm availability to the
Group through the going concern period and verifying that management
had appropriately identified and assessed financial covenant compliance.

— Assessing management’s forecasting process and the consistency of the
assessment with information obtained from other areas of the audit,
such as actounting estimates.

— Testing the assessment, including forecast liquidity under base and
downside scenarios, for cterical accuracy.

— Assessing whether assumptions made (such as future costs including the
impact-of inflation and forecast margin) were reasonable with reference
to information obtained elsewhere in the audit and, in the case of
downside scenarios, appropriately severe in light of the Group’s relevant
principal risks and uncertainties and whether climate risk may materiatly
impact the going concern assessment.

— Challenging the amount and timing of identified mitigating actions
available to respond to a ‘severe but plausible’ downside scenario, and
‘whether those actions are feasible and within the Group’s control.

— Performing independent sensitivity analyses on assumptions to assess
the impact on‘headroom.

— Performing reverse stress testing in order to identify and understand
which factors.and-how severe the dewnside scenarios would have to
be to result in the Group utilising all liquidity or breaching a financial
covenant during the going concern period.

— Assessing the appropriateness of going concern disclosures.

Our key observations
In management's base case and downside scenarios, there is significant

‘headroom without taking into consideration the benefit of any identified

mitigations.

Based on the work we have performed, we have not identified any material
uncertainties relating to events or conditions that, individually or collectively,
may cast significant doubt on the Group and Parent Company’s ability to
continue as a going concern for the period to 26 April 2024.

Inrelation to the Group and Parent Company’s reporting on how they have
applied the UK Corporate Governance Code, we have nothing material to add
or draw attention to in relation to the directors' statement in the financial
staternents about whether the directors considered it appropriate to adopt
the-going-concern basis-of accounting.

Our responsibilities and the responsibilities of the directors with respect to
going concern are described in the relevant sections of this report. However,
because not all future events or conditions can be predicted, this statement
ismiot a'guarantee as to the Group's ability to continue as a‘going concern.

1ioday mbejels
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Overview of our audit approach

Audit scope

— We performed an audit of the complete financial information
of 15 components and audit procedures on specific balances for
a further 11.components.

~— The components where we performed full or specific audit
procedures accounted for 97%-of Profit befare tax, 100% of
Revenue and 99% of Total assets.

Key audit matters
— Supplier arrangements

— Aspects of revenue recognition

— Measurement of provision for impairment of loans and advances
‘to financial services customers

— Carrying value of non-current assets — store impairment
~— Valuation of defined benefit pension scheme
— IT environment

Materiality
— Overall Group materiality of £34 million which represents 4.8% of
Profit before tax, adjusted for non-recurring items

An overview of the scope of the Parent Company and
Group audits

Tafloring the scope .
Our assessment.of audit risk, our evaluation of materiality-and our allocation
of performance materiality determine our audit scope for each component
within the Group. Taken together, this enables us to form an opinion on the
consolidated financial statements. We take into account size, risk profile, the
organisation of the Group and effectiveness of Group-wide controls, changes
n the business environment, the potential impact-of climate change and
other factors such as recent Internal audit results when assessing the tevel
of work to be performed at each component.

In assessing the risk of material misstatement to the Group financial
‘statements, and to ensure we had adequate quantitative coverage of
significant accounts in the financial statements, of the 111 reporting
components of the Group, we selected 26 components covering entities
within the UK, which represent the principal business units within the Group.

Of the 26 components selected, we performed an audit of the complete
financial information of 15 components (“full scope components™) which
were selected based on their size or risk characteristics. For the remaining 11
components (“specific scope components”), we performed audit procedures
on specific accounts within that component that we considered had the
potential for the greatest impact on the significant accounts in the financial
statements either because of the size of these accounts or their risk profile.

The table below shows the coverage obtained from the work performed by
our audit teams. Scoping changes from the prior year are not significant.

Group Profit
before tax
(as measuredonan
absolute basis) Group Revenue Total assets
% * %
ber of
components 2022/23  2021/22 2022723 2020/21 2022/23 2020/21
Full scope 15 73% 62% 99% 99% 84% 77%
Specific scope 11 24% 38% 1% 1% 15% 23%
Full and 26 97% 100% 100% 100% 99% 100%
specific scope
coverage
Remaining 85 3% 0% 0% 0% 1% 0%
components
Total 111 100% 100% 100% 100% 100% 100%
reporting
components

The audit scope of these specific scope components maynot have included
testing of all significant accounts of the component but will have contributed
to the coverage of significant accounts tested for the Group.
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Of the remaining 85 components that together represent 3% of the Group’s
Profit before tax as measured on an absolute basis, none are individually
greater than 1% of the Group’s Profit before tax on an absolute basis. For
these components, we performed other procedures, including analytical
review, testing of consolidation journals and intercompany eliminations

to respond to any potential risks of material misstatement to the Group
financial statements.

Involvement with component teams

In establishing our overalt approach to the Group audit, we determined the
type of work that needed to be undertaken at each of the tomponents by us,
as the primary audit engagement team, or by component auditors from
other EY global network firms operating under our instruction. Of the 15 full
scope components, audit procedures were performed on 13 of these directly
by the primary audit team and on 2 by component teams in Edinburgh and
Luton. For the 11 specific scope components, work was performed by the
primary audit team on 7 components and on 4 components by EY
‘component teams in Edinburgh and Luton. For the full and specific scope
components where the work was performed by component auditors, we
determined the appropriate level of involvement to enable us to determine
that sufficient audit evidence had been obtained as a basis for our opinion
on the Group as a whole.

During the current year’s audit cycle, the Senior Statutory Auditor visited
Edinburgh to discuss and direct the audit approach of the component team,
meet with members of local management and attend planning meetings.
The primary team met with the Luton component team several times during
the year end audit. Virtual visits were also performed to Luton and
Edinburgh at the year end, using video technology and our virtual audit
software, meeting with members of local management, attending-closing
meetings, reviewing relevant working papers including in response to the
risk areas for which component teams perform procedures, including
supplier arrangements, aspects of revenue recognition and the
measurement of the provision for impairment of loans and advances to
customers. The primary team interacted regularly with the component
teams where appropriate during various stages of the audit, reviewed
relevant working papers, retaining those that were considered key, and were
responsible for the scope and direction of the audit process. This, together
with the additional procedures performed at Group level, gave us appropriate
evidence for our opinion on the Group financial statements.

Climate change

Stakeholders are increasingly interested in how climate change will impact

J Sainsbury plc. The Group has determined that the most significant future
impacts from climate change on its operations will be from physical risks,
such as extreme weather events including heat events, drought and flooding,
together with transition risks including regulation and changes in consumer
preferences. These are explained on pages 18-28 in the required Task Force
forClimate-related Financial Disclosures andonpage 50-in the principal risks
and uncertainties. The Group has also explained their climate commitments
as part of the Plan for Better strategy on pages 13-17. All of these disclosures
form part of the “Other information,” rather than the audited financial
statements. Our procedures on these unaudited disclosures therefore
consisted solely of considering whether they are materially inconsistent
with the financial statements or our knowtedge obtained in the course of
the-audit or otherwise.appear to be materially misstated, in line with.our
responsibilities on “Other information”.

In planning and performing our audit we assessed the potential impacts
of climate change on the Group's business and any consequential material
impact-on its financial statements.

As explained in Note 2 of the consolidated financial statements, the Group
has considered the impact of physical and transitional climate change risks
on estimates made in the financial statements. The Group has concluded
that the impact is not material to the financial statement estimates. These
disclosures also explain that policy, technology and market responses to
climate change risks are still developing and there is therefore an element
of uncertainty in the estimation of asset and liability valuation. Significant
judgements and estimates relating to climate change have been described
inNote 4. In'Notes 14,17, 25 and 35 to the financial statemenits, narrative
explanations of the impact of reasonably possible changes in key
assumptions.have been provided.
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Our audit effort in considering the impact of climate change on the financial
statements was focused on evaluating management's assessment of the
impact of climate risk, physical and transitional, their climate commitments,
the effects of material climate risks disclosed on pages 23-24 and the
significant judgements and estimates disclosed in Note 4 and whether these
have been appropriately reflected in the valuation of assets and liabilities,
the useful economic lives of property, plant and equipment and the cashflow
forecasts used in the assessment of impairment of non-financial assets.

As part of this evaluation, we performed our own risk assessment supported
by our climate change internal specialists to determine the risks of material
rrisstaterment in the financial statements from climate-change which needed
to be considered in our audit.

We also challenged the directors’ considerations of climate change risks in
their assessment of going concern and viability and associated disclosures.
Where-considerations-of climate change were relevant to-our assessment ‘of
going concern, these are described above. ‘

Based on our work we have not identified the impact of climate change on
the financial statements to be a key audit matter, though climate change
Tisk'was considered by the Group ih assessing the tarrying value of the Retail
store assets, a key audit matter.

Key audit matters

Key audit matters are those matters that, in our professional judgement.
were of most significance in our audit of the financial statements of the
current period and include the most significant assessed risks of material
misstaterment (whether ornot due to fraud) that we idenitified. These
matters included those which had the greatest effect on: the overall audit
strategy, the allocation of resources in the audit; and directing the efforts of
the engagement team. These matters were addressed in the context of our
audit of the financial statements as a whole, and in our opinion thereon, and
we do not provide a separate opinion on these matters.

Risk

Supplier arrangements
Refer to the.Accounting policy and Note 8 of the Consolidated Financial
Statements (page 142).

The Group, through its Retail divisions, receives material discounts and
incentives, fixed amounts (including promotions and utilisation of specific
space), volume-based rebates.and marketingand-advertising income from
suppliers, collectively referred to as supplier arrangements. The terms of
agreements with suppliers can be complex and varied. In addition, there can
be performarnice conditions or promotional periods that span the Group’s
reporting date.

Amounts recognised as deductions to Cost of sales for the period ended
4 March 2023 were £383 miltion (2021/2022: £381 miltion), with related
balance sheet entries recognised in inventory, current trade receivables
and current trade payables.

Accounting for rebate arrangements with suppliers requires judgement and
estimation in determining the extent to which deal terms have been met,
especially those spanning the Group's reporting date, impacting cut-off.

High deal volumes are recorded just prior to the Group’s reporting date which
raises the risk that fixed amounts may be misstated. High levels of manual
intervention within the marketing and advertising and discounts and incentives
categories raise the risk of an emor eccurring in the calculation of income, either
accidentally or purposefully through management override of controls.

The risk has remained the same in the current year as the complexity around
the arrangements is similar year on year.

Our response to the risk
We performed procedures over supplier arrangements at both the
Sainsbury’s Supermarkets Ltd and Argos Ltd components.

— We walked through and assessed the design effectiveness of the key
controls in place within the supplier arrangements process.

— We selected a sample of suppliers across the categories of supplier
drrangements, to'whoth'we sent tonfirmations acioss tettain ‘deal
types to confirm key deal input terms. Where we did not receive a
response from the supplier, we performed alternative procedures,
including obtaining evidence of initiation (such as authorised deal forms)
and if settled, settlement of the arrangement.
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— We tested the existence and valuation of balance sheet amounts
recognised in accounts receivable or as an offset to accounts payable by
reviewing post-period end settlement. We also performed a look-back’
analysis of prior period balance sheet amounts to check that these
amounts were appropriately recovered.

- We tested the settlement of a sample of supplier arrangements
recognised in the income statement, which included settlement in cash
or by offset to accounts payable.

— Using data extracted from the accounting system, we analysed the
correlation between the Income Statement and Balance Sheet accounts
related to Supplier Arrangements. We also tested the appropriateness of
journal entries and manual adjustments, meeting a pre-defined criteria,
to cormoborating evidence such as third party invoices.

Joday dibsyens

" — We tested cut-off for deals recorded pre and post period end by obtaining

the supplier agreement tovalidate that the deal was recorded in the
correct period.

— We assessed the-adequacy-of the financial statements-disclosures in
respect of supplier arrangements and their compliance with accounting
standards including the completeness and accuracy of amounts
disclosed.

1loday aoueLIBA0Y

Keyobservations communicated to the Audit Committee

Supplier arrangement amounts are appropriately recognised in the income
statement and balance sheet and the disclosures in the financial statements
are appropriate.

Risk

Aspects of revenue recognition

Refer 10 the Accounting policy and Note 6-of the Consolidated Financial
Statements (page 137)

Revenue recognised, including the effects of manual adjustments. for the
period ended 4 March 2023 totalled £31,491 million (2021/2022: £29,895 miltion).

There are a number of areas within revenue which require management to
exercise accounting judgement in recording manual adjustments where the
recognition of revenue does not directly correspond to cash receipts. Such
adjustments primarily include commission-based arrangements, deferral of
revenue relating to Nectar points and accounting for coupons and vouchers.
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There is a risk that these adjustments are not complete and accurate for the
period ended 4 March 2023 and that accounting judgements taken are
inappropriate, particularly in respect of deferral of revenue. The opportunity
exists through management override of controls, such as the posting of
manual journals, to misstate revenue in the period.

The risk has remained the same in the current year as there continues to be
a focus on business performance.

Our response to the risk
We performed procedures over adjustments to revenue at the Sainsbury’s
Supermarkets Ltd, Nectar 360 Ltd and Argos Ltd components.

— We gained an understanding of and documented the key processes used
to record revenue transactions by performing walkthroughs and
assessing the design effectiveness of key controls.

— We tested the appropriateness of the Group’s revenue recognition policy
by comparing to the criteria set out in IFRS 15 Revenue from contracts
with customers.

— We performed journal analysis to identify manual sales journals that did
‘not result ihtash receipts (thetuding toupons and vouthers), obtaining
supporting evidence of collection and settlement to verify revenue was
recognised correctly.

— Inrelation to the calculation of deferred revenue for Nectar points, we
examined and critically assessed input data which included:

— Obtaining details of points balances earned and redeemed for the
period ended 4 March 2023 and agreeing a sample of points in issue
to Nectar partner confirmations:

— Challenging and analysing management’s accounting judgements
in respect of breakage (the proportion of points which are unlikely
to ever be redeemed); and

— Recalculating the fair value per point, applied to the number of
points in circulation to determine the amount of deferred revenue
at 4March 2023.
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-— Using data extracted from the accounting system, we tested the
appropriateness of manual journal entries, meeting pre-defined criteria
and impacting revenue, as well as other adjustments (consolidation
joumals) made in the preparation of the financial statements.

— We completed detailed analytical review procedures to understand if
there had been significant or unusual activity in the period, including
assessing changes in the number of and nature of manual adjustments
to verify completeness.

Key observations communicated to the Audit Committee
‘Revenue has been correctly recognised in accordance with TFRS 15.
We did not identify any exceptions in our testing of the manual entries.

Risk
Measurement of provision for impairment of loans and advances
to financial services customers

Refer to the Audit Committee Report (page 88); Accounting policy (page 167);

and Nates 21 and 28 of the Consolidated Financial Statemenits (page 159 and
page 164)

Non-current loans and advances to customers (2022/2023: £1,959 million;
2021/2022: £2,063 million)

Impairment of non-current loans and advances (2022/2023: £51 million;
2021/2022: £43 million)

Current loans and advances to customers (2022/2023: £3,573 million;
2021/2022:€3,202 million)

Impairment of current loans and advances (2022/2023: £189 million;
2021/2022: £160 million)

‘Customer receivables comprise unsecured personal loans, creditcards,
mortgages (Sainsbury’s Bank) and store cards (Argos Financial Services).

Credit provisions represent management’s best estimate of impairment and

significant judgements and estimates are made in determining the timing

and measuremenit of expected credit 1oss (“ECL"). The key judgements and

estimates in respect of the timing and measurement of ECL include:

‘@) The accounting interpretations and modelling assumptions used to buitd
the models that calculate ECL;

{b) Input -and assumptions used to-estimate the impact-of the multiple
economic scenarios ("MES”):

{c) Allocation of assets to stage 1, 2 or 3.using criteria in accordance with
IFRS 9 Financial instruments;

(d) Completeness and valuation of post model adjustments (‘PMAs); and
(e) Accuracy and adequacy of the financial statement disclosures.

We consider the risk related to the ECL provisions continues to be heightened
as a result of ongoing economic uncertainty. The accuracy of underlying data
uponwhich the ECL is calculated is also a key factor in the overall estimate.

Our response to the risk
We performed procedures over ECL for Sainsbury’s Bank plc and Argos
Financial Services entities.

— We assessed the design effectiveness of key controls across the
processes relevant to the impairment provision calculation, involving EY
'specialists to assist us in performing-our procedures where appropriate.
This included consideration of model governance, data accuracy and
completeness, multiple economic scenarios, and the allocation of assets
intostage1,2and3.

— We reviewed the minutes of the Model and Risk Committees where
inputs, assumptions and adjustments to the ECL were discussed and
approved.

— We tested the data used in the ECL calculation by independently
reconciling a sample of data feeding the models to source systems and
undertying documentationwhere applicabte.

— We considered the assumptions, inputs and formulas used across the entire
population-of ECL models. This included assessingthe-appropriateness-of
model design and the formulae used, considering alternative modelling
techniques and recalculating the Probability of Default, Loss Given Default
and Exposure at Default for a sample of the models.
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— With the support of our internal modelling specialists, we performed
testing over models implemented during the year to validate that they
were functioning as intended.

— We tested the assumptions and inputs used in the ECL models with the
support of our internal modelling and economic specialists. In particular,
we-chaltenged the‘correlation and impact-of the macroeconomic factors
to the ECL and independently recalculated critical components of the
ECL. In addition, we assessed the base and alternative economic
scenarios, including challenging probability weights and comparing to
other scenarios from a variety of external sources, as well as EY internally
developed forecasts.

— We challenged the criteria used to allocate an asset to stage 1, 2and 3 in
‘accordance with 1IFRS'9 and substaritively reperformed in fuill the staging
calculation to ensure that assets in stages 1, 2, and 3 were allocated to the
appropriate stage.

— We challenged PMAs for appropriateness and completeness using our
knowledge and experience across the industry. We performed testing
over material PMAs together with our internal modelling specialists.

We undertook analysis and benchmarking to assess whether sufficient
consideration was given to the uncertainty arising as a resuit of
inflationary and interest rate pressures on borrowers, which may not be
captured in modelled outputs given limitations over historic-data.

— We performed stand-back analysis through industry benchmarking to
peers and other available sources of information to help assess the
appropriateness of the ECL provision overall.

— We assessed the adequacy and appropriateness of disclosures for
compliance with the accounting standards.

Key observations communicated to the Aadit Committee

We are satisfied that provisions for the impairment of toans and advances
to customers were reasonable and recognised in accordance with the
applicable reporting framework based on our procedures performed.

Risk

Carrying value of non-current assets - store impairment

Refer to the Audit Comnittee Report (page 88); Actounting polity (page154)
and Note 17 of the Consolidated Financial Statements (page 154).

The Group has £8,201 million of property. plant and equipment (‘PPE")
(2021/2022: £8,402 million), £5,345 million right of use assets (2021/2022:
£5.560 million) and £1,024 million intangible assets (2021/2022: £1006 million).
An impairment charge of £281 million has been recognised as a non-underiying
itemn in relation to Sainsbury’s Supermarkets.Ltd.and Argos.Ltd stores.

For the purpose of impairment testing, non-current assets are split into cash
generating units (“CGUs") being the lowest level of independent cash inflows
(stores), to which a proportion of central assets are allocated. CGUs are
Tequired to be tested for impairment, in accordance with 1AS 36 Impairment
of assets, when indicators of impairment are identified. Such indicators in the
current year included increased market interest rates and uncertainty in the
macroeconomic retail environment. As a result, management has performed
a full impairment assessment of Retail non-current assets to determine
‘whietherthe carrying value of stores and related assets may be higherthan
the recoverable amount, where the recoverable amount is determined
based on the higher of ‘value in use’ or ‘fair value less costs of disposal’.

Management's impairment assessment was performed at two levels of CGU;
firstly at a Retail store level, and all other assets assessed at a corporatelevel.
Our risk is focused on the Retail store level assessment as this covers 88% of
the Group's intangible assets, PPE.and right of use-assets. Therehas been,
and continues to be, significant headroom at the corporate level.

As set out in Note 17 to the Group financial statements, management
assessed the recoverable amount of each CGU by calculating the value in
use, as the net present value-of future-cash flows. These projectionsare
based on the latest Board approved forecasts. These forecasts take into
consideration current and potential economic trading conditions.

This impairment assessment includes significant areas of estimation,
uncertainty and judgement over the future performance-of the business.
The outcome of the impairment assessment depends upon assumptions,
the key of these being discount rates, short term and long term profit
growth, each of which are susceptible to the risk of management bias.
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Our response to the risk

— We have obtained and discussed with management the impairment
models and compared these to the requirements of 1AS 36 Impairment
of assets.

— We understood the design and implementation of management’s key
controts-over the impairment assessment process.

— We evaluated management's assessment of the existence of impairment
indicators-and-challenged the-completeness-of this-assessment.

— We tested the integrity and logic of management’s impairment model
calculations using advanced analytical techniques, as well as reconciling
the verifiable input data to supporting schedules (for example the
2022/2023 fixed asset register and lease register).

— We challenged management's determination of the identified CGUs
including the completeness of assets, and the allocation of central assets,
to store CGUSs.

— We challenged and assessed the assumptions applied in calculating the
future cash flows of the stores, including;

— Understanding the process of allocating 2023/2024 budgeted
performante from the Group corporate plan level forecast to
individual stores;

—Challenging the fevel and impact of futurecapital-expenditure,
including whether climate related expenditure had been considered;

— Challenging management on the achievability-of ferecasts-and
business plans, taking into account the historical accuracy of previous
forecasts); and

— Comparing forecast revenue growth assumptions to external
benchmarks.

— We challenged management’s determination of fair value less costs of
disposal and engaged internal property valuation experts to assess the
appropriateness of the vacant possession methodology adopted by
management, and to recalculate a valuation for a sample of freehold
stores. We-evaluated the .competence, capability-and ebjectivity-of
management’s independent valuers.

— We performed our own independent sensitivity analysis using a range of
scenarios to identify the key assumptions and understand the impact of
changes in these assumptions on the impairment conclusions reached
by management.

— For a sampie of stores where we identified a higher risk of misstatement,
we performed additional procedures to verify the level of impairment ~
these included review of store appraisal reports, discussions with Group
persennel independent of the impairment modelling (such-as the
Property and Strategy departments) and obtaining third party evidence,
where applicable, to verify management’s conclusions were appropriate.

— We assessed the long-term growth rates applied over the lease term, and
into perpetuality for owned stores, as well as the assumptions and
judgement used when a store is expected to be operated beyond the
current lease term.

— We engaged our valuation experts to assist us in assessing the
reasonableness of the discount rate used by management by comparing
the discount rates used te-entities with similar risk profiles and external
market information.

- We confirmed that the disclosure in the financial statements is in line
with the requirements of IAS 36 Impairment of assets.

‘Key observations communicated to the Audit Committee

The impairment charge of £281 million relating to the Retail store non-
current-assets has been appropriately recognised in the period. The
disclosures related to the impairment assessment and related sensitivities
are in accordance with the requirements of 1AS 36 Impairment of Assets.

Risk

Valuation of the defined benefit pension scheme

Refer to the Audit Committee Report (page 88): Accounting policy (page 194):
and Note 35-of the Consolidated Financial Statements (page 194)

Retirement benefit surplus (2022/2023: £989 million; 2021/2022: £2,283 million).
Fair value of plan assets (2022/2023: £6,934 million; 2021/2022: £11,693 million).

Present value of funded and unfunded obligations (2022/2023: £5,945 million;
2021/2022: £9,410 million).
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The valuation of the liabilities of the pension scheme is subject to the
following significant assumptions which are determined by an external firm
of pension actuaries:

a) Discount rate;

b} Inflation;

¢) Future pension increases; and
d) Mortality.

Given the quantum of the defined benefit pension obligation, a movement
in the actuarial assumptions-could result in a material-difference in its value.

In addition, the unquoted asset pools (2022/2023: £3,488 million; 2021/2022:
£4,198 million) of the defined benefit pension scheme contain certain assets
which are harder to value, increasing the risk of incorrect valuation.

The risks associated with the pension scheme remain elevated as a result of
the economic environment, which has led to greater volatility in the liability
assumptions and additional uncertainty over the valuation of pension assets,
which drives the surplus calculation.

Our response to the risk
Our audit procedures covered the Sainsbury's Pension Scheme which has
two sections: the Sainsbury’s Section and the Argos Section.

— We gained an understanding of and documented the process used to
record pension balances by performing a walkthrough and assessing the
design effectiveness of key controls.

~— With the support of EY pension actuaries we considered the
appropriateness of the key assumptions supporting the valuation of the
scheme liabilities, being the discount rate, inflation, future pension
increases and mortality. We developed an independent range of
reasonable assumptions upon which to assess those used by the Group
and its external actuarial experts.

— We assessed the impact on pension liabilities of changes in financial,
demographic and mortality assumptions and whether these were in line
with our expectations. We also tested the completeness and accuracy of
‘member data on'which these assumptions are based.

— With respect to certain unquoted pension assets we obtained
independent confirmations from the respective fund managers for the
assets held. In conjunction with EY valuation specialists we independently
valued a sample of assets and compared these to management's
valuations, critically assessing management'’s valuation methodology.

— Where valuation adjustments had been made by management for
changes in relevant market indices and to reflect cash received or paid
between the dates of the fund managers' net asset value statements and
‘the end of the-Group's accounting period, we, in‘corjunction with EY
valuation specialists, tested that the relevant assumptions used were
appropriate.

— We evaluated the competence. capabilities and objectivity of
management's external actuaries involved in the determination of the
actuarial assumptions.

— We assessed the adequacy of the financial statements disclosures in
respect of the defined benefit pension schemes and their compliance
with accounting standards including the appropriateness of the key
assunhptions and sensitivities distlosed.

Key observations communicated to the Audit Committee

The assumptions used to value the defined benefit obligation are within an
acceptable range. Our testing of the valuation of the pension assets, including
certain harder to value assets, has not identified any misstatements.

Risk

IT environment

The IT systems across the Group are complex and there are varying levels of
integration between them. The systems are vital to the ongoing operations
of the business and to the integrity of the financial reporting process.

During the current year we continued to report deficiencies in certain 1T
controls. These deficiencies related to IT systems that are part of the Group’s
control framework over financial reporting and required us to perform
incremental procedures.

This risk remains unchanged from the prior year.

11oday nbajens
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Our response to the risk

— Together with our IT specialists, we held discussions with management
to understand the IT environment and walked through the key financial
processes to understand where 1T systems were integral to the Group’s
controls over financial reporting. From this we identified which IT systems
to include in scape for our detailed IT testing.

-— We assessed the 1T general controls environment for the key systems
impacting the accurate recording of transactions and the presentation
of the financial statements.

— We designed our IT audit procedures to assess the IT environment,
including an assessment of controls over changes made to the systems
and controls over appropriate access to the systems.

— Where we found that adequate IT general controls were not in place,
we performed incremental substantive audit procedures in response to
the-deficiencies identified for the systems within the scope-of our audit.

Key observations communicated to the Audit Committee

We completed additional substantive testing in order to mitigate the risk of
material misstatement due to limitations in the IT general controi environment
and did not identify is5ues from this testing.

In the prior year, our auditor’s report included a key audit matter in relation
to the treatment of business rates within an onerous contract. As that matter
was specific to the Group’s change in accounting poticy in the prior year,
there is no'key audit matter to report in the current year.

Our application of materiality

We apply the concept of materiality in planning and performing the audit,
in evaluating the effect of identified misstatements on the audit and in
forming our audit opinion.

Materiality

The magnitude of an omission or misstatement that, individually or in
the aggregate, could reasonably be expected to influence the economic
decisions of the users of the financial statements. Materiality provides
a basis for determining the nature and extent of our audit procedures.

We determined materiality for the Group to be £34 million (2021/2022:
£38 mitthon), which is 4.8% (202172022. 4.6%) of Profit before tax, adjusted
for non-recurring items. We believe that Profit before tax. adjusted for
non-recurring items, provides us with the most relevant performance
measure as it adjusts for the effects of items which do not relate to the
ongoing trading of the Group.

We determined materiality for the Parent Company to be £126 million
{2021/2022: £128 million), which is 2% (2021/2022:2%) of net assets. For our
testing of Parent Company balances that are consolidated into the Group
financial statements, an atlocation of Group performance materiality was used.

Starting basis Profit before tax £327 million
Adjustments Adjust for non-recurring items £380 million
These items are one-off

‘inhature
Materiality Total materiality basis £707 million

‘Materiality of £34 million
(4.8%) of materiality basis

During the course of our audit, we reassessed initial materiality and no
change to the planned materiality was needed from our original assessment
at planning.

Performance materniality

The application of materiality at the individual account or balance level.
Ttis set at an amount to reduce to an appropriatelytow tevel the probabitity
that the aggregate of uncomrected and undetected misstatements

exceeds materiality.

On the basis of our risk assessments, together with our assessment of the
‘Group’s overall control environmerit, our judgemertt was that performance
materiality was 50% (2021/2022: 50%) of our planning materiality, namely
£17 million {2021/2022: £19 million). We have set performance materiality at
this percentage to reduce to an appropriately low level the probability that
the aggregate of uncorrected and undetected misstatements exceeds
materiality.
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Audit work at component locations for the purpose of obtaining audit
coverage over significant financial statement accounts is undertaken
based on a percentage of total performance materiality. The performance
materiality set for each component is based on the telative scale and risk
of the component to the Group as a whole and our assessment of the risk
of misstatement at that component. In the current year, the range of
performance materiality allocated to components was £3.4 million to
£15.3 million (2021/2022: £3.8 million to £15.0 million).

Reporting threshold
An amount below whith identified misstaterents are considered as being
clearly trivial.

We agreed with the Audit Committee that we would report to them all
uncorrected audit differences in excess of £1.7 million (2021/2022: £1.9 million),
which s set at 5% of planning materiality, as well as differences below that
threshold that, in our view, warranted reporting on qualitative grounds.

We evaluate any uncorrected misstatements against both the quantitative
measures of materiality discussed above and in light of other relevant
qualitative considerations in forming our opinion.

Other information

The other information comprises the information included in the annual
report set out on pages 1to 116, other than the financial statements and
our auditor’s report thereon. The directors are responsible for the other
information contained within the annual report.

Our opinion on the financial statements does not cover the other information
and, except to the extent otherwise explicitly stated in this.report, we do not
express any form of assurance conclusion thereon.

Our responsibility is to read the other information and. in doing so, consider
whether the other information is materially inconsistent with the financial
staterments-or our knowledge obtained in the course-of the audit or
otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required

to determine whether this gives rise to a material misstatement in the
financial statements themselves. If, based on the work we have performed.
‘we tonclude that there is a material misstaterment of the ‘other information,
we are required to report that fact.

We have nothing to report in this regard.

‘Opinions on other matters prescribed

by the Companies Act 2006

Tn our opinion, the part of the directors’ remuneration report to be audited
has been properly prepared in accordance with the Companies Act 2006.

In our opinion, based on the work undertaken in the course of the audit:

— the information given in the strategic report and the directors’ report for
the financial year for which the financial statements are prepared is
consistent with the financial statements; and

— the strategic report and the directors’ report have been prepared in
accordance with applicable legal requirements.

Matters on which we are required to report by exception

In the light of the knowledge-and understanding of the Group and the Parent
Company and its environment obtained in the course of the audit, we have not
identified material misstatements in the strategic report or the directors’ report.

We have nothing to report in respect of the following matters in relation to

which the Companies Act 2006 requires us o report 1o you if, in-our epinion:

— adequate accounting records have not been kept by the Parent
Company, or returns adequate for our audit have not been received from
branches not visited by us; or

— the Parent Company finandal statements and the part of the Directors’
Remuneration Report to be audited are not in agreement with the
accounting records and retumns; or

— certain disclosures of directors’ remuneration specified by law are not
made; or

— we have not received all the information and explanations we require
for our audit
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Corporate Governance Statement

We have reviewed the directors’ statement in relation to going concern.
longer-term viability and that part of the Corporate Governance Statement
relating to the Group and Company's.compliance with the provisions of the
UK Corporate Governance Code specified for our review by the Listing Rules.

‘Based on the work undertaken as part-of our audit, we'have concluded

that each of the following elements of the Corporate Governance Staternent
is materially consistent with the financial statements or our knowledge
obtained during the audit:

— Directors’ statement with regards to the appropriateness of adopting
the going concem basis of accounting and any material uncertainties
identified set out on page 59:

— Directors’ explanation as to their assessment of the Company's
prospects, the period this assessment covers and why the period is
appropriate set out on page 58;

— Directors’ statement on whether they have a reasonable expectation
that the Group will be able to continue in operation and meets its
liabilities set out on-page 59;

— Directors’ statement on fair, balanced and understandable set out
on page 118;

— Board's confirmation that it has carried out a robust assessment of
the emerging and principal risks set out on page 44:

— The section of the annual report that describes the review of effectiveness
of risk management and internal control systems set out on page 85: and

— The section describing the work of the audit committee set out on‘page'84.

Responsibilities of directors

As evplained more fully in the directors’ responsibilitics statement set out on
page 118, the directors are responsible for the preparation of the financial
‘$taterhents dnd for being satizfied that they give atrae and fir view. and for
such internal control as the directors determine is necessary to enable the
preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for
assessing the Group and Parent Company’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and
using the going concem basis of accounting unless the directors either
intend to liquidate the Group or the Parent Company or to cease operations,
or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit

of the financial statements

Our objectives are to obtain reasonable assurance about whether the
financial statements as a whole are free from material misstatement,
whether due to fraud or error, and to issuc an auditor's report that includes
nur opinion. Reasonable assurance ic a high levet of assurance, but is not a
guarantee that anaudit conducted inaccordance with 1545 {UK) will always
detect a material misstatement when it cxists. Misstatements can arise from
fraud or error and are considered materiat if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of
users taken on the basis of these financial statements.

Explanation as to what extent the audit was considered capable
of detecting irregularities, including fraud

Triegularities, including fraud, are instances of non-comipliance with laws
and requlations. We design procedures in line with our responsibilities.
outlined above, to detect irregularities. including fraud. The risk of not
detecting a material misstatement due to fraud is higher than the risk of
not detecting one resulting from error. as fraud may involve deliberate
concealment by, for example, forgery orintentional misrepresentations,

or through collusion. The extent to which our piocedures are capable of
detecting irregularities, including fraud is detailed below.

However, the primary responsibility for the prevention and detection of
fraud rests with both those charged with governance of the Company and
management.

— We obtained an understanding of the legal and regulatory frameworks that
are applicable to'the Group and determined that the most significant are:

— Those that relate to the form and content of the financial statements, -

such as UK adopted international-accounting standards, the UK
Companies Act 2006, the UK Corporate Governance Code:
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— Those that relate to the Bank, such as the regulations, license
conditions and supervisory requirements of the Prudential Regulation
Authority (“PRA”) and the Financial Conduct Authority ("FCA"): and

— Industry-related such as.compliance with the requirements of the
Grueeries Supply Code of Practice.

— We understood how ] Sainsbury plc is complying with those frameworks
by making enquiries of management, Internal audit and those responsible
for leqal and compliance procedures. We corroborated our enquiries
through our review-of board minutes and papers provided to the Audit
Committee and attendance at all meetings of the Audit Committee,
as well as consideration of the results of our audit procedures across
the Group.

— We assessed the susceptibility of the Group’s financial statements to
material misstaterent, including-how fraud might occur by making an
assessment of the key fraud risks to the Group and the manner in which
such risks may manifest themselves in practice, based on our previous
‘knowledge of the Group as well as an assessment of the curvent business
environment.

- Based on'this-understanding we-designed our-audit procedures to
identify non-compliance with such laws and regulations. Where the risk
was considered to be higher, we performed audit procedures to address
each identified risk of material misstatement. These procedures included
those referred to in the “Supplier arrangements” and "Aspects of revenue
recognition” key-audit matters section above. These procedures included
testing manual journals and were designed to provide reasonable
assurance that the financial statements were free of materiat fraud or
error. We evalugdted the desigh dhd operational effectiveness of totitrols
put in place to address the risks identified. or that otherwise prevent,
deter and detect fraud. We also considered performance targets and
their influence on cfforts made by management to ranage earnings.

— If any instances of non-compliance with laws and regulations were
{dentifled, these were communicated to the relevant local EY teams/
primary team who performed sufficient and appropriate audit procedures,
supplemented by audit procedures at the Group levet as necessary.

A further description of our responsibilities for the audit of the financial
staternents.is{ocated on the Financial Reporting Council's website at
https:/iwww.frc.org.uk/auditorsvesponsibilities. This description
forms part of our auditor's report.

Other matters we are required to address

— Following the recommendation from the audit committee we were
appointed by the Company on 8 July 2015 to audit the financial
statements for the 52 weeks ended 12 March 2016 and subsequent
financial periods.

— The period of total uninterrupted engagement including previous
renewals andreappointments is 8-years, covering the-yearsending
12 March 2016 to 4 March 2023.

— The audit opinion is consistent with the additional repart toa the
audit committee.

‘Use-of our report

This report is made solely to the Company’s members, as a body. in
accordance with Chapter 3 of Part 16 of the Companies Act 2006. Qur audit
work has been undertaken so that we might state to the Company’s
members those matters we are required to state to them in an auditor’s
teport and for-no other purpose. To-the fullest extent permitted by taw. we
do not accept or assume responsibility to anyone other than the Company
and the Company’s members as a body. for our audit work, for this report,
or for the opinions we have formed.

Sl = V’Mb Lo

Colin Brown

(Senior statutory auditor)

for and on behalf of Esnst & Young LLP. Statutory Auditor
London

26 Aprii 2023

uoday nbajens

g
<
o
=
>
<]
3
[a
1]
re)
[1+]
<
[=]
=
=




126 Financial Statements 3 Sainsbury plc Annuat Report 2023

Consolidated income statement
for the 52 weeks to 4 March 2023

52 weeks to 4 March 2023 52 weeks 105 March 2022
Before Non- Before Non-
non- underlying non- underlying

undeﬂying “lt.en!s . underlying items .

items (Note 5) Total items (Note 5) Total

. Note £m £m £m £m £m £m

Revenue 6 31,991 - 31,491 29,895 - 29,895
Cost of sales (28,996) (a13) (29,409) (27.523) 9 (27514)
Impairment loss on financial assets (78) - (78) {15) - (15)
Gross profit/(loss) 2,417 413) 2,004 2,357 9 2,366
Administrative expenses . ‘ (1,480) (35) (1,515) (1.352) (78) (1.430)
Other income 35 38 73 34 186 220
Operating profit/(loss) . ' 972 (410) 562 1,039 17 1,156
Finance income . 10 18 56 74 3 17 20
Finance costs 10 (300) 9) (309) (312) (10) (322)
Profit/(loss) before tax . 690 (363) 327 730 124 854
Income tax (expense)/credit 11 (157) 37 (120) (154) (23) (177)
Profit/(loss) for the financial period 533 (326) 207 576 101 677

Note pence pence

Earnings per share 12

Basic earnings 9.0 29.8
Diluted-eatnings . 8.8 28.8

Impairment loss on financial assets has been disclosed separately in the current year.and prior year comparative. Refer to note 2 for further details.

The notes on pages 131 to 209 form an integral part of these financial statements.
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Consolidated statement of compreh enswe mcomel(loss) %
for the 52 weeks to 4 March 2023 e}
4
52 weeks to 52 weeks to %
©  4March 5March
2023 2022
Note £m £m
Profit for the financial period 207 677
Ttems that will not be subsequently reciassified to the income statement
Remeasurement on defined benefit pension schemes : 35. 1,398) 1457
Movements on financial assets at fair value through other comprehensive income 1 76
Cash flow hedges fair value movements —inventory hedges 30 123 73 o
Current tax relating to items not reclassified” 25 - %
Deferred tax relating to items not reclassified 1 322 (461) §
) (927) 1145 2
Items that may be subsequently reclassified to the income statement 2
Currency translation differences 4 6] 3
Movements on financial asscts at fair value through other comprehensive income 1 {5) -
Items reclassified from financial assets at fair vatue through other comprehensive income reserve ) 4
Cash flow hedges fair value movernents - non-inventoery hedges 30 {(30) 131
Items reclassified from cash fiow hedge reserve 30 18) 7
Deferred tax.on items that may be reclassified 1 114 {57)
(30) 79 -
Total other comprehensive (loss)/income for the period (net of tax) (957) 1,224
Total comprehensive (loss)/income for the period (750) 1901

The hotes 6n pages 131 to 209 form an intcgral part of these financial statémdrits.
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Consolidated balance sheet
At 4 March 2023 and 5 March 2022

4March S.March
2023 2022
Note £m £m
Non-current assets
Property, plant and equipment 14 8,201 8,402
Right-of-use-assets 15 5,345 5.560
Intangible assets 16 1,024 1,006
Investments in joint ventures and associates 2 3
Financial assets at fair value through other comprefiensive income i8 515 604
Trade and other receivables 20 56 65
Amounts due from Financial Services custormners and other banks 21 1,908 2,026
Derivative financial assets 30 217 213
Net retirement benefit surplus 35 989 2,283
18,257 20,162
Turrent assets
Inventories 19 1,899 1,797
Trade and-other receivables 20 627 ‘683
Amounts due from Financial Services customers and other banks 21 3,484 3163
Financial assets at fair value through other comprehensive income 18 494 196
Derivative financial assets 30 70 78
Cash and cash equivalents 31 1,319 825
7,893 6.742
Assets held for sale 22 8 8
7,901 6.750
Total assets 26,158 26,912
Current Tiabilities
Trade and other payables 23 (4,837) (4,546)
Amourits due to Financial Services customers and other deposits 24 14,880) (4.444)
Borrowings 33 (53) (54)
‘Lease liabilities 15 {1,533) (526)
Derivative financial liabilities 30 (16) (29)
Taxes payable (155) (169}
Provisioris 25 (140) (100
(11,614) (9.868)
Net current liabilities (3,713) (3.118)
Non-current liabilities
Trade and other payables 23 - (24)
Amounts due to Financial Services customers and other deposits 24 (1,066) (815)
Borrowings 33 1603) 1707)
Lease liabilities 15 (4,956) (6.095)
Derivative financial liabilities 30 {58) (3)
Deferred income tax liability 11 (a76) (806)
Provisions 25 132) 171
(7,291) (8.621)
Total liabilities (18,905) (18.489)
Net assets 7,253 8423
Equity
Called up share capital 26 672 668
Share premium 26 1,418 1,406
Merger reserve 26 568 568
Capital redemption reserve 27 680 680
‘Othier reserves 27 273 341
Retained earnings 3,641 4,760
Total equity 7,253 8423

The notes on pages 131 to 209 form an integral part of these financial statements.

The financial statements on pages 126 to 209 were approved by the Board of Directors on 26 April 2023, and are signed on its behalf by:

—_ 2~ Bhithnaléa ar% d\ug 1, 2023 09:29 GMT+1)

Simon Roberts . Blathnaid Bergin

Chief Executive Chief Financial Officer
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@
Consolidated cash flow statement 2
for the 52 weeks to 4 March 2023 S
&
52 weeks to 52 weeks to §
4 March 2023 S March 2022
Note £m £m
Cash flows from dperating activities
Profit before tax 327 854
Net financecosts 235 302
Operating profit 562 1156
Adjustments for: :
Depreciation expense 14,15 1,036 1,069
Amortisation expense 16 172 151
Net impairment loss on propérty, plant and equipment, right-of-use assets, intangible asséts 14,15, 16 315 9 g
Financial Services movement in loss allowance for loans and advances to customers 76 19 3
Profit on sale of non-current assets and early termination of leases 31 (15) ()] §
Non-underlying fair value movements 5 29 (76) ;,:,
Share-based payments expense 36 59 58 3
Defined benefit scheme (income)/expenses 35 @ 4 -
Cash contributions to defined benefit scheme 35 (49) (71)
Operating cash flows before changes in working capital 2,188 2313
Changes in working capital 31
Increase in inventories (105) (179)
(Decrease)/increase in financial assets at fair value through other cornprehensive income {207) M8
Decrease in trade and other receivables 68 33
(Increase)/decrease inamounts due from Financial Services-customers and other-deposits 307) 161
Increase in trade and other payables : : 280 28 %1 }
Increase/(decrease) in amounts due to Financial Services customers and other deposits 687 {1.030) R
Decrease in provisions and other liabilities - (80) 8-
Cash generated from operations 2,604 1,361 Qs:
Interest paid (316) (329 g
Corporation tax paid (103) (23) 3
Net cash generated from operating activities . 2,185 1,009 z
Cash flows from investing activities .
Purchase of property, plant and equipment 31 (525) (416)
Initial direct costs on new leases (16) 3
Purchase of intangible assets 31 (213) (278)
Proceeds from disposal of property, plant and equipment 29 46
Dividends and distributions received 1 2
Net cash used in investing activities (729) 649) -
Cash flows from financing activities
Proceeds from issuance of ordinary shares 26 13 21
‘Repayment of borrowings (95) (248)
Repayment of perpetual capital securities - 8
Purchase of own shares (45) 48)
Capital repayment of lease obligations (5149) (493)
Dividends paid on ordinary shares 13 (319) (238)
Dividends paid on perpetual securities - 4)
Net cash used in financing activities (960) (1,018)
Net increase/(decrease) in cash and cash equivalents 501 (658)
‘Opening cash and cash equivalents . e .. .. L . . .. 818 1,476
Closing cash and cash equivalents 31 1,319 818

"The notes on pages 131 to 209 form an integral part of these financial statements.
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Consolidated statement of changes in equity
for the 52 weeks to 4 March 2023

Capital
. Share redemption
Called up premium Merger and other Retained Total
share capital account reserve reserves® eamings® equity
Note £m £€m £m £m £m £m
At 6 March 2022 668 1,406 568 1,021 4,760 8,423
Profit for the period - - - - 207 207
Other comprehensive income/(loss) 27 - - - 80 (1,398) (1,318)
Tax relating to other comprehensive income/(l0ss) - - - 14 347 361
Total comprehensive income/(loss) for the - - - 94 (844) (750)
period ended 4 March 2023
Cash flow hedges losses transferred 27,30 - - -~ (139) - (139)
to inventory
Transactions with owners:
Dividends 13 - - - - (319 319
Share-based payment 36 - - - - 58 58
Purchase of own shares - - - %) - (45)
Allotted in respect of share option schemes 26 4 12 - 23 (26) 13
Other adjustments - - - - 5 5
Tax on items charged to equity - - - - 7 7
At 4March 2023 . 672 1418 568 954 3,641 7,253
Capital
Share redemption Total equity
Called up premium ‘Merger and other Retained ‘betore Perpetual
share capital account reserve reserves* earnings*® perpetuat convertible Total
. ) Note £m £m £m £m £m securities bonds w
At 7 March 2021 637 1173 568 814 3,261 6.453 248 6,701
Profit for the period - - - - 677 677 - 677
Other comprehensive income 27 - - - 285 1457 1742 - 1742
Tax relating to other comprehensive income - - - 87) (431) (518) - (518)
Total comprehensive income for the period - - - 198 1703 1901 - 1901
ended 5 March 2022
Cash flow hedges gains transferred to inventory 27,30 - - - 28 - 28 - 28
Transactions with owners:
Dividends 13 - - - - (238) (238) - (238)
Share-based payment 36 - - - - 60 60 - 60
Purchase of own shares - - - (48) - (48) - (48)
Allotted in respect of share option schemes 26 5 17 - 14 (15) 21 - 21
Conversion of perpetual convertible bonds 26 216 - - v 240 (240) -
Redemption of perpetual capital securities - - - - - - (t3)] ®
Other Adjustments - - - 15 12 3 . 3
Tax on items charged to equity - -~ - - 3 3 - 3
At 5 March 2022 668 1,406 568 1,021 4,760 8,423 - 8,423

The notes on pages 131 to 209 form an integral part of these financial statements.

*In order to provide better visibility of reserves, the Group has presented the Own share reserve within Capital redemption and other reserves for the first time
in the period. The Own Share Reserve of £68 million as at 5 March'2022 and £33 million as at 6 March 2021 has subsequently been reclassified from Retained
Eamings to Capital redemption and other reserves. This is further described in note 27.
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Notes to the consolidated financial statements

1 General information

] Sainsbury plc is a public limited company (the ‘Company’) incorporated in
the United Kingdom, whose shares are publicly traded on the London Stock
Exchange. The Company is domiciled in the United Kingdom and its
registered address is 33 Holborn, London ECIN 2HT, United Kingdom.

The financial year represents the 52 weeks to 4 March 2023 (prior financial
year: 52 weeks to 5 March 2022). The consolidated financial statements for
the 52 weeks to 4 March 2023 comprise the financial statements of the
Company and its subsidiaries (the ‘Group’) and the Group's share of the
post-tax results of its joint ventures and associates.

The Group's principal activities are Food, General Merchandise and Clothing
retailing and Financial Services.

2 Significant accounting policies
2.1 Basis of preparation

The Group's financial statements have been prepared in accordance with
UK-adopted international accounting standards.

The financial statements are presented in pound sterling, rounded to the
nearest million ('tm’) unless otherwise stated. They have been prepared
under the historical cost convention, except for derivative financial
instruments, defined benefit pension scheme assets and financial assets
at fair value through other comprehensive incormne.

Sainsbury’s Bank pic and its subsidiaries have been consolidated for the
twelve months to.28 February 2023 being the Bank’s year-end date (prior
financial year: 28 February 2022). There have been no significant transactions
or events that occurred between this date and the Group's balance sheet
date, and therefore no adjustments have been made to reflect the difference
in year-end dates. )

Significant accounting policies have been included in the relevant notes to
which the policies relate, and those relating to the financial statements

as a whole can be read further below. Urless otherwise stated, significant
accounting policies have been applied consistently to all periods presented
in the financial statements.

Impaimment of financial assets disclosure

n accordance with 1AS 1 Presentation of Financial Statements, Impairment
loss on financial assets has been separately disclosed within the
Consolidated income statement. Previously, this amount was included
within Cost of sales, which has therefore been restated from £27,538 million
to £27,523 million before non-underlying items; and from £27,529 mitlion to
£27514 million in total. There is no impact to Gross profit, Operating profit or
Profit before tax.

Climate change considerations

In preparing the Group's financial statements, consideration has been given
to the impact of both physical and transition climate change risks, as
described within the Task Force on Climate-Related Financial Disclosures
section on page 18, and how these impact the financial statements. The
Group has implemented processes to identify, assess and manage these
risks, including scenario analysis and stress testing to understand the
potential financial impact on our operations and assets. We have also
considered the potential impact of policy, technology and market

changes that are being developed in response toclimate change,-and their
interdependence on each other. While it is not believed that these climate
change risks have a material impact on the Group’s financial statements, we
recognise that the uncertainty and complexity of these issues may make it
challenging to fully capture their potential impact. Our ongoing assessment
of these risks will be included in future financial statements as they become
clearer, taking into account the requirements of UK adopted international
accounting standards. We also continue to monitor and assess the
regulatory environment and any new standards that may be developed in
the future. Further narrative disclosure has been provided in the following
disclosure notes:

— Going Concern—note 2.2
— Significant accounting judgements, estimates and assumptions — note 4
— Property, plant and equipment — note 14

— Impairment of non-financial assets — note 17
— Provisions —note 25
— Retirement benefit obligations — note 35

The policy, technology and market changes in response to climate change
are still developing, and these are interdependent upon each-other,-and
consequently the financial statements cannot capture all possible future
outcomes as these are not yet known. The degree of certainty of these
changes may also mean that they cannot be taken into account when
determining asset and liability valuations and the timing of future cash flows
under the Tequiremenits of UK adopted international accounting standards.

2.2 Going concern

The Directors are satisfied that the Group has sufficient resources to continue
in operation for a period of at least 12 months from the date of approval.
Accordingly, they continue to adopt the going concern basis in preparing the
financial statements. The assessment period for the purposes of considering
going concern is the 12 months to 26 April 2024.

In assessing the Group’s ability to continue as a going concern, the Directors
have considered the Group’s most recent corporate planning and budgeting
processes. This includes an annual review which considers profitability, the
Group’s cash flows, committed funding and liquidity positions and
forecasted future funding requirements over three years, with a further two
yearsof indicative movements.

The Group manages its financing by diversifying funding sources,
structuring core borrowings with phased maturities to manage refinancing
risk and maintaining sufficient levels of standby liquidity via the Revolving
‘Credit Facility. This seeks to minimise liquidityrisk by maintaining a suitable
level of undrawn additional funding capacity.

The Group successfully reduced net debt over the past year as part of the
continued focus on deleveraging. Furthermore, the committed Revolving
Credit Facility, which enables the Group to maintain sufficient tevets of
contingent funding, has been successfully refinanced and right-sized during
the year with a new £1,000 million facility comprising two £500 million
tranches. Tranche A has a final maturity of December 2026 and Tranche B
has a final maturity of December 2027. As at 4 March 2023, the Revolving
Credit Facility was undrawn. In addition, the Group successfully arranged

a £575 million committed term loan facility with maturity of March 2026
in.order to part fund the acquisition of a property portfolio {refer note 33).

In assessing going concern, scenarios in relation to the Group’s principal risks
have been considered in line with those disclosed in the viability statement
on page 58 by overlaying them into the corporate plan and assessing the
tmpact-on-cash flows, net-debt. funding headroem and financial covenants.
These severe but plausible scenarios included modelling inflationary pressures
on both food margins and generat recession-related risks, the impact of any
regulatory fines, and the failure to deliver planned cost savings.

Inperforming the above analysis, the Directors have made certain assumptions
around the availability and effectiveness of the mitigating actions available
to the Group. These include reducing any non-essential capital expenditure
and operating expenditure on projects, bonuses and dividend payments.

TheGroup's most recent corporate planning and budgeting processes
includes assumed cashflows to address climate change risks, including costs
associated with initiatives in place as part of the Pian for Better commitment
which include reducing environmental impacts and meeting customer
expectations in this area, notably through reducing packaging and reducing
energy usage across the estate. Climate-related risks do not result in any
material uncertainties affecting the Group’s ability to continue as a going
concern.

As a consequence of the work performed, the Directors considered it
appropriate to adopt the going concem basis in preparing the Financial
Statements with no material uncertainties to disclose.
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2 Significant accounting policies continued

2.3 Basis of consolidation

a) Subsidiartes

Subsidiaries are all entities, including structured entities (see below) over
which the Group has control. This is when the Group is exposed to, or has
Tights to, variable returns from its involvement with the entity and has the
ability to affcct those returns through its power over the entity. The results
of subsidiaries are included in the income statement from the date of
acquisition or, in the case of disposals, up to the effective date of disposal.
Intercompany transactions.and balances between Group companies.are
eliminated upon consoiidation.

Sainsbury’s Property Scottish Partnership, Sainsbury’s Property Scottish
Limited Partnership, Sainsbury's Thistle Scottish Limited Partnership and
Nectar 360 Services LLP, are partnerships which are fully conselidated into
thesc Group accounts. The Group has taken advantage of the exemption
conferred by Regulation 7 of the Partnerships (‘Accounts’) Regulations 2008
and has therefore not appended the accounts of these qualifying
partnerships to these accounts.

Significant judgement — Consolidation of structured entities
Sainsbury's Thistle Scottish Limited Partnership (“the Partnership”) is a
structured entity which the Group fully consolidates.

A-structured entity is'one inwhich the Croup doos not hold the majority
intcrest but for which management has concluded that voting rights are not
the dominant factor in deciding who controls the entity. The Partnership,

in which both the Croup and ension Scheme Trustee hold an intorost, was
cstablished following the 2018 tricnnial valuation of the Croup’s defined
‘benefit scheme.

The Group has determined that the relevant activitics of the Partnership are
the funding of the Scheme and whether the funding targets have been mot.
Furthermore, a general partner wholly owned by the Group has exclusive
responsibility for the management and controt of the Partnership and cole
authority to exercise the Partnership’s rights. This includes the ability to
make additional-contributions to the Scheme such that the funding targets
are met. As the Group can direct the Partnership’s relevant activities and
affect its returns (through reaching the Scheme’s funding targets), it has
been concluded that the Group controls the Partnership, despite not having
a majority intcrest. It is therefore consolidated in the Group accounts. Further
information is included in note 35.

b) Joint ventures and associates

The Group applies 1IFRS 11 to all joint arrangements. Under IFRS 11,
investments in joint arrangements are classified as either joint operations or
joint ventures depending on the contractual rights and obligations of cach
investor. The Group has assessed the nature of its joint arrangements and
determined them to be joint ventures. Associates-are entities-over which the
Group has significant influence but not control.

Investments in joint ventures and associates arc carried in the Group balance
shect at historical cost plus post acquisition changes in the Group’s share of
net assets of the-entity, fess any provision for timpairment. Where the Group
transacts with a joint venture or associate, profits and tosses are eliminatod
to the extent of the Group’s interest in the joint venture or associate.

A full list of the Group's joint ventures i included in note 41. Joint vonturos
with a-different year-end date to the Group are reported to include the
results up to 28 February 2023, the nearest month-end to the Group’s
year-end. Adjustments are made for the effects of significant transactions or
cvenits that occurred between 28 February and the Group's balance sheet
datc. No joint venture arrangements are considered significant to the Group.

¢) Foreign currencies
The consolidated financial statements are presented in pound sterling,
which is the ultimate parent company’s functional currency.

J Sainsbury plc Annual Report 2023

Foreign operations

The Group has operations in Asia that source and purchase certain general
merchandise and clothing inventory. In addition the Group has a trading
entity in Ireland. On consolidation, assets and liabilities of foreign operations
are translated into pound sterling at year-end exchange rates. The results of
foreign operations are translated into pound sterling at average rates of
exchange for the year. Exchange differences arising are recognised in the
Group statement of comprehensive income/(loss) and are included in the
Group's translation reserve.

Foreign currency transactions

Transactions denominated in foreign currencies are translated at the
exchange rate at the date of the transaction. Monetary assets and liabilities
denominated in foreign currencies at the balance sheet date are translated
at the exchange rate ruling at that date. Foreign exchanqge differences arising
on translation are recognised in the income statement.

2.4 Amendments to published standards

Effective for the Group and Company in these financial statements:

The Group has considered the following amendments to published standards
that are effective for the Group for the financial year beginning 6 March 2022
and concluded that they are either not relevant to the Group or that they do
not have a significant impact on the Group’s financial statements other than
disclasures

— Amendrments to MRS 3 ‘Dusiness Combinations” Reference to the
Conceptual Framework

— Amendments to IAS 16 ‘Property, Plant and Equiipmient’ — Proceeds
betore Intended Use

— Amendments to IAS 37 ‘Provisions, Contingent Assets and Contingent
tiahilities' — Onernins Contracts — Costs of Fulfilling a Contract

- Amendrnents to ITRS 1 Tirst-time Adoptien of International Tinancial
Reporting Standards’ - Subsidiary as a first time adopter
— Amendments to IFRS Y 'Financial Instruments’ — Fees in the "1U pér cefit’
test for derecognition of financial liabilities

— Amendments to 1AS 41 ‘Agriculture’ — Taxation in fair value
measurements

The accounting policies have remained unchanged from those disclosed in
the Annual Report for the year ended S March 2022.

Standards and revisions effective for future periods:

The following standards and revisions will be effective for future periods:

— Amendments to IAS 1 ‘Presentation of Financial Statements’ on the
rlassification of liahilities as current ornon-current

- ~ Amendments to IAS 1 ‘Tresentation of Tinancial Statements’ and ITRS
Practice Statement 2 ‘Making:Materiality Judgements"on the disclosure
of accounting policies

— Amendments 1o [AS 8 ‘Accounting Policies, Changes inAccounting
Estimates and Errors’ on the definition of accounting estimates

— Amendments to 1AS 12 ‘Income Taxes'on Deferred Tax Related to-Assets
and | iahilities Arising from a Single Transaction

— IFRS 17 ‘Insurance Contracts’

— Amendments to IFRS 16 "Leases’ on Lease Liability in a Sale and
Leaseback

— Amendments to IAS 1 ‘Presentation of Financial Statements’ on
Non-current Liabilities with Covenants

The Group has considered the impact of the remaining above standards and
revisions-and have concluded that they will not-have a significant-impact on
the Group's financial statements.
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3 Alternative Performance Measures
(APMs)

In the reporting of financial information, the Directors use various APMs.
These APMs should be considered in addition to, and are not intended to be a
substitute for, IFRS measurements. As they arenot-defined by International
Financial Reporting Standards, they may not be directly comparable with
other companies’ APMs.

The Directors belicve that these APMs provide additional useful information
for imderstanding thie financial performance and heatth of the Group.

They are also used to cnhance the comparability of information between
reporting periods (such as like for-like sales and underiying profit) by
adjusting for non recurring factors which affect IFRS measures, and to aid
users in understanding the Group’s parformance. Consequantly, APMs are
used by the Directors and management for performance analysis, planning,
reporting and incentive setting purposes.

The APMs used by the Group are detailed on pages 219 to 223 of this report.
This includes further information on the definition, purpose and
reconciliation to the closest IFRS measure. All APMs relate to the current
and comparative periods and are consistent with those used previously.
There have been no'changes to APMs in theyear.
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4 Significant accounting judgements,
estimates and assumptions

The preparation of financial statements requires the use of judgements,

‘estimates and assumptions that affect the reported amounts of assets and

liabilities at the'date-of the financial statements and the reported amounts
of revenues and expenses during the reporting period. Those which are
significant to the Group are discussed separately below:

Judgements

In the process ot applying the Group's accounting policies, management
has made the following jJudgements, which have the most signiticant effect

‘on the amounts recognised in the consolidated tinancial statements:

— Consolidation of structured entities — refer to note 2.3
~ Men-underlying items —refar to note &

— Aggregation of operating segments — refer to note 7
— Lease term —refer to note 15

Sources of estimation uncertainty

The areas where estimates and assumptions are significant to the financial
statements are as listed below. The estimates.and associated-assumptions
are based on historical experience and various other factors that are believed
to be reasonable under the circumstances, the results of which form the
basis of making the judgements about carrying values of assets and
liabilities that are not readily apparent from other sources. Actual results
maydiffer from theseestimates.

— Nectar accounting (breakage estimates) — refer to note 6

— Lease liabilities {derivation of discount rates) — refer to note 15

— Impairment of non-financial assets — refer to note 17

— Provisions —refer to note 25

— Impairment of financial assets — refer to note 28

— Post-employment benefits (assets and liabilities) — refer to note 35

In assessing the ‘Group's judgements and 'sources ‘of ‘estimation uncertainty,
consideration has been given to the impact of climate change risk on these.
Aside from impairment of non-financial assets (refer to note 17) and
post-employment benefits (refer to note 35), climate change risks do not

have any impacts on the Group's judgements or sources of estimation
uncertainty.
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S Profit before non-underlying items

In order to provide sharcholders with additional insight into the year-on year performance of the business, an adjusted measure of profit (underlying profit
before tax) is provided to supplement the reported IFRS numbers, which reflects how the business measures performance internally. This adjusted measure
gicludes items recognised in reparted profit or luss belue tax which, if included, culd distort comparability belween periods.

Dctermining which items are to be adjusted requires judgemeni, in which the Group considers items which are significant either by virtue of their size and/or
nature; or that are non -recurring: The same assessment is applied consistently to any reversals of prior non-underlying items.

Underlying profit is not an IFNS measure and therefore not directly comparable to other companies.

Below hightlights the grouping in' which non -underlying items have been altocated and provides further detail on'why such items have been recognised within
non-underlying items.

Net finance Total
Costof Administrative Other income/ | adjustments Total
sales expenses {ncome {costs) | Dbeforetax | Jax | adjustments
£m £m £m £m £m £m £m
Income recognised in relation to legal disputes - - 30 - | 30 | 6)| 24
Restructuring and impairment | | |
Restructuring programmes (103) 19) 11 - (106) 7 99)
Impairment of non-financial assets (281) - - - (281) | 38 (243)
Total restructuring and impairment (384) (19) 11 - (387) 45 (342)
Property, finance, pension and acquisition
adjustments ' ,
ATM business rates reimbursement ’ 3 - = - 3 (61) 2
Property related transactions 3 ) 3) - (9)' .2 )
Non-underlying finance and fair value movements (29) - - ® (38) 7 31
I1AS 19 pension income - 2 - 56 | 58 1)) 47
Acquisition adjustments - (20) - - (20) 4 (16)
Total property, finance, pension and acquisition (29) 1) 3 47 | (6) 1 (5)
adjustments
Tax adjustments
Over provision in prior years - - - - - 2 2
Difference due to change in applicable rate of deferred tax - - - - - ) ' 5)
Total adjustments (413) (35) 38 47 (363) 37 (326)

Income recognised in relation to legal disputes

In the prior year, agreements were reached in relation to overcharges from payment card processing fees, which largely reflect inter-bank “interchange fees”.
This led to net income of £167 million being recognisad. During the current period a further agreement has been reached resulting in not income of £30
million being recognised. '

Net cash of £30 million was received during the year.
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5 Profit before non-underlying items continued

Restructuring programmes

In theyear ended 6 March 2021. the'Group announced a restructuring programme to accelerate the structural integration of Sainsbury's and Argos and
further simplify the Argos business; create a new supply chain and logistics operating mode!, moving to a single integrated supply chain and logistics
network across Sainsbury’s and Argos; and further rationalise/repurpose the Group's supermarkets and convenience estate. The programme also considered
the Group’s Store Support Centre ways of working.

The programmeis a multi-year activity and has continued into the current year. Total curnulative coststo 4 March 2023 are ‘£(746) miliion split between
£(640) million in the prior years and £(106) million in the current period as detailed in the table below. Total expected costs are still in the range of £900 million
to £1billion to March 2024, with the majority in the period to March 2024.

(Costs)/gains recognised in the current year are as follows:

S2weeks to 52 weeks to

4 March 2023 5 March 2022

£m £m

Write downs of property, plant and equipment® ® 6)
Write downs of leased assets® ) B3)
Write downs of intangible assets ) (5) -
Closure provisions® 1 (24)
Accelerated depreciation of assets® (20) (33)
Redundancy provisions@ (54 . (40
Consuitancy costs 12) (18)
Gain on lease terminations © 2 9
Property profits® 1 12
Recognition of sub lease debtor - 1
Total restructuring costs ) (106) 92

a} Wwrite down of assets associated with Argos stores and T assets as a result of the overall restructuring programime to accelerate the structural integration of Sainsbury's and Argos and further simplify the Argos business.
b) Closure provisions relate to onerous contract costs, dilapidations and strip out costs on leased sites that have been identified for closure. Upon tnitial recognition of closure provisions, management uses its best
-estimates of therelevantcosts to beincursed as well.as expected closure dates. Business rates on leased property where the Group.no longer operates.from.are recognised in.the period.they.are incurred. The current
year includes amounts reversed in relation to sites no longer being exited as part of the programme.

The remaining useful economic lives of corresponding sites have been reassessed to align with closure dates. resulting in an acceleration in depreciation of these assets. The existing depreciation of these assets
(depreciation that would have been recognised absent of a closure decision) is recognised within underlying expenses, whereas accelerated depreciation above this is recognised within non-underlying expenses.

o

d) Redundancy costs are recognised as the plan is announced and a valid expectation raised with the affected colleagues. The current year charge relates to redundancies announced as part of Argos store closures,
depot closures, and the exit of operations in lrefand.

Gains on lease terminations retate to sites impaired in the prior year for which it has been negotiated to exit the leases before the contractual end date. This includes the release of any lease liabilities, as well as any
closure provisions previously recognised.

f) Property profits retate to profits recognised in the period as sites previously impaired as part of the restructuring programmes have been sold.

e

As the costs incurred facilitate future underlying cost savings, it was considered whether it was appropriate to report these costs within underlying profit.
Whilst they arise from changes in the Group’s underlying operations, they can be separately identified, are material in size and do not relate to ordinary
n-year trading activity. In addition, the areas being closed or restructured mo tonger relate to the Group's remaining underlying operations and their exctusion
provides meaningful comparison between financial years.

Impairment of non-financial assets

In addition to the above, in line with 1AS 36 ‘Impairment of Non-financial Assets’, the Group is required to assess whether there is any indication that an asset
(or cash-generating unit {CGU)) may be impaired.

‘Management considered whether the tevel of uncertainty within the wider macroeconomic-environment, including sustained increases in the-Bank of
England qilt rates, represented an indicator of impairment at the reporting date. It was determined that the increase in discount rates was a significant
impairment indicator and therefore a full impairment review was undertaken.

A non-cash impairment charge of £281 million has been recognised in the period and comprises the below amounts, and has all been recognised within the
Retail segment. Further details of the impatrment-charge are included within note 17.

£m
Write downs of prdpertg, blént and equipment ‘ ‘ ‘ ’ (141)
Write downs of leased assets (122)
Write downs of intangible assets (18)

Impairment of non-financiat assets (281)
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5 Profit before non-underlying items continued

Property, finance, pension and acquisition adjustments

-« A further £3 miillion of ATM rates reimbursement income is'due to be received from the Valuation Office following the Supreme Court's ruling that ATl
outside stoes should ot be assessed for additional business rates on top of normal store rates. The total curnulative amount recognised to 4 March 2023
is £45 million.

- Property related transactions relate to the loss on disposal of non trading properties, which comprised of £(3) miltion in the financial period. and £(6)
million of costs relating to a property transaction. These are excluded from underlying profit as such profit is not related to the ongoing operating
activities of the Group.

Mon underlying finance movements for the financial period comprised £(38) million for the Group. These include fair value remeasurements on
derivatives not in a hedging relationship and leasc interest on impaired non trading sites, including site closures. The fair value movements are driven by
external market factors and can significantly fluctuate year-on-year. They are therefore excluded to ensure consistency hetween periods. Lease interest.
on impaired, non-trading sites isexcluded as they do not contribute to the operating activities of the Group. Included within cost of sales is €£(29) rillion
ircrelation toounfavourabile mavernents on long-term, fixed price power purchase arrangements (PRA3) with independent producers. These are accoimted
for as derivative financial instruments, however are not designated in hedging relationships, therefore gains and losses are recognised in the income
statement. Decreases in electricity forward prices in the year have led to losses on the related derivative financial instruments. Non-underlying finance
and fair value movements also includes lease interest on impaired non trading sites, including site closures: Lease interest on impaired; non- trading sites
is excluded as they do not contribute to the operating activities of the Group. The remaining moverments of £(9) million within finarce incorne and costs
are analysed further in note 10.

-~ Defivei birnefit pension terest arid expenses conprises pension firemce ncorme of €57 milhion, settlement cradit of £8wilthion and schgnve expenses of
£(6) million (sce note 35). Although a recurring item, the Group has chosen to exclude net retirement benefit income and costs from underlying profit as,
following closurc of the defined bencfit scheme to future accrual, it is not part of the ongoing operating activitics of the Group and its exclusion is
consistent with how the Directors assess the performance of the business.

- Acquisition adjustments of £(20) million reflect the unwind of non cash fair value adjustments arising from Home Retail Group and Mectar UK
acquisitions, The Group would not normally recognisa these as assets outside of a business combination. Therefore the unwinds are classified as
non-underlying and are recognised as follows:

ST ]
S2 weeks to 4 March 2023 52weeks to 5 March 2022
Argos Nectar Total Group Argos Nectar Total Group
£m £m £m £€m £m £m
Cost of sales 1 - 1 - - -
Depreciation 1 - 1 3 - 3
-Amortisation {18) 9 {22) (18) {5) {23)
(16) @ (20) (15) 6) (20)
Comparative information
Net finance Total
Administrative income/ | adjustments Totat
Cost of sales expenses Otherincome {costs) | before tax .| Jax .| adjustments
£m £m £m £m £m £m £m
Income recognised in relation to legal disputes - 13 167 - 180 | (39) 145

Restructuring and integration

Restructuring programmes (69) (35 12 - 92) 17 | (75)
Financial Services transition and other - (11) - - (11) 2 9
Total restructuring and integration (69) (46) 12 - (103) 19 84)
Software as a service accounting adjustment - (21 - - (21) 4 (17)

Property, finance, pension and acquisition

adjustments

ATM business rates reimbursement 2 - ~ - 2] - 2
Profit on disposal of properties - - 7 - 7 -
Non-underlying finance and fair value movements 76 - - 8 A 68 (13) 55
1AS 19 pension expenses - 4) - 15 11 @ | 9
Acquisition adjustments - (20) - - (20) 4 (16)
Total property, finance, pension and acquisition 78 (24) 7 7 68 1) | 57
adjustments

Tax adjustments

Over provision in prior years - - - - - (4] @
Difference due to change in applicable rate of deferred tax - - - -] -] 9] 9
Other tax adjustments - - - - - 7 )

Total adjustments 9 (78) 186 71 - 124 (23) 101
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5 Profit before non-underlying items continued

Cash flow statement
The table below shows the impact ‘of non-underlying items on the ‘Groupcash flowstatement:

52 weeks to 52weeks to
4 March S March
2023 2022
£m £m

Cash flows from operating activitiés

IAS 19 pension expenses @) @)
Financial Services transition and other ' - (13
Restructuring programmes (50) (114)
Income recognised in relation to legal disputes 30 93

ATM rates reimbursement 3 14

Property related transactions (6) -
Cash used in operating activities (30) (27)
Cash flows from investing activities

Proceeds from property disposals' 29 46

Cash generated from investing activities 29 46

Net cash flows Q) 19

1 €26 million of the current period proceeds from property disposals are a result of restructuring programmes {2022: £19 miliion).

6 Revenue

Accounting policies

Revenue is income arising from the sale of goods and services in the course of the Group’s ordinary activities, net of returns, related discounts and excluding
Value Added Tax (VAT) and, in the-case of Financial Services, interest recetvable, fees and commissions. Revenue 1s recognised when the-Group has acontract
with a customer and a performance obligation has been satisfied, at the transaction price allocated to that performance obligation.

Retail sales

a) Sale of goods

Revenue from the sale of goods is recognised at point of sale or, where later, upon collection by, or delivery to, the customer as this is the point in which
control has passed. Where consideration has been received in advance of the performance obligation being satisfied, a contract liability is recognised.

b) Other revenue items
Other revenue items comprise income from commissions and concessions, and wholesale sales made directly to third-party customers.

Commission revenue relates to the sale of third-party products where it has been determined that the Group is acting as an agent. When assessing whether
the Group should recognise revenue as-a principal,-or as-an-agent, management wiltassess whether there is-control-of the related-goods prior to sate to the
end consumer. Sales commission from third-parties is recognised when the related goods or services are sold as the net amount to be retained. The Group’s
relevant contracts are not complex and therefore the level of judgement involved is not considered significant to the Group.

Wholesale revenue is recognised when the goods are delivered to the customer.

c) Nectar points

The issuance of Nectar points within the Group creates a separate performance obligation and therefore a portion of the transaction price is allocated to the
loyalty programme using the relative standalone selling price of points issued, and the corresponding revenue deferred. The deferral is treated as a deduction
from revenue and recognised as a contract liability within deferred income (see note 23). The fair value of the points awarded is determined with reference to
the value per point to a customer and considers expected redemption rates (breakage) and the money off that each point entittes a customer to. The revenue
deferred is subsequently recognised when the Nectar points are redeemed by the customer.

Significant estimate ~ Fair value of Nectar points

The Group estimates the fair value of points awarded under the Nectar programme by reference to the value per point to a customer, multiplied by expected
‘breakage assumptions. Breakage represents management’s estimate of points issued that will never be redeemed and is therefore subject to uncertainty.
Breakage is estimated by management based on the terms and conditions of membership and historical accumulation and redemption patterns.

As at the year-end, if the breakage estimate used in determining the deferred revenue for the Group had been 1.0 per cent lower, the deferred points liability
would have been £50 million higher. If the breakage estimate had been 1.0 per cent higher, the deferred points liability would have been £51 million lower.
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6 Revenue continued

Financial Services
Financial services revenue consistsof interest, fees and commission income from the provision of retail banking and insurance related activities.

a) Interest income
Interest income is recognised in the income statement for all instruments measured at amortised cost using the effective interest method.

The effective interest rate of a financial asset is calculated on initial recognition and is applied to the gross carrying amount of the asset. For financial assets
that have become credit impaired subsequent to initial recognition, interest income is calculated by applying the effective interest rate to the amortised
cost of the financial asset net of impairment. If the asset is no longer credit impaired, then the calculation of interest income reverts to the gross basis.

In caleulating the cffective interest rate of a financial instrument the Group takes into account alt amounts that are integral to the yicld of a financial
instrument as well as incremental transaction costs.

b) Fees and commission income

Fees and commiissions that are not integral to the effective interest rate calculation relate primarily to certain credit card and storecard fees, ATM interchange
foos, insurance introduction commission and warranty commission receivable: These are recognised in the income statement on an accruals basis as
performance obligations arc satisfied. Where in the case of insurance commissions the income comprises an initial commission and profit share, both are
recognised-on-completion of the service to theextent reliably measurable. Where there is a risk-of potential clawback, an appropriate element-of the
commission receivable is deferred and amortised over the clawbacl period. These are recognised in the income statement on an accruals basis as
performance obligations are satisfied in accordance with IFRS 15.

Margin from the sale of travel money, representing the difference between the cost price and the selling price, is recognised when the sale to the customer
takes place.

Other income
Other income gencrally consists of profits and losses on disposal of assets.

Disaggregated revenue recognised

S2-weocks to ‘52weeksto

4 March §March

2023 2022

£m £m

Grocery and General Merchandise & Clothing (GM&C) 25,993 25,440

Fuel 4,967 4,023

Total retail sales 30,960 29463

Financial Services interest receivable 394 322

Financial Services fees and commission 137 110

Total Financial Services income 531 432

Total revenue 31,491 29,895
7 Segment reporting

Background

The Group's operating segments have been determined based on the information regutarly provided to the Chief Operating Decision Maker (CODM), which has
beeh determined to be the Gruup OpEiating Dutrd, whidh 15 used torhake optirmal detisions on the allotativn GTesUdrees dnd assesy prifuritidgnte.
Significant judgement - aggregation of operating segments

The CODM is presented information for the following operating segments:

~— Retail - Food

— Retail — General Merchandise and Clothing

— Financial Services

In determining the Croup’s reportable segments, management have considered the economic characteristics, in particular average gross margin, similarity
Ul piodutys, Hrotuttivn protesses, Laswurners, sales methods Ynd 1 eyulktury eniviiorirrasrit of iy two Retail segtngins. o dulng So it has been tohtladed
that they should be aggregated into one ‘Retail’ seginent within the financial statemenits given the similar econuinic characteristics between the twu.
This aggregated inforriation provides users the financial information needed to evaluate the business.and Lhe environivient in which it vperates.
Operating segments )
The Group's reportable operating segments have therefore beenidentified as follows:
Netail; comprising the sale of food, household, general merchandise, clothing and fuel primarily through store and online channels.
— Financial Services; comprising banking and insurance services through Sainsbury’s Bank and Argos Financial Services.
The CODM uses underlying profit before tax.as the key measure of segmental performance as it represents the ongoing trading performance with.additional
incight into year on year performance that is more comparable over time. The usc of underlying profit before tax aims to provide parity and transparency

between users of the financial statements and the CODM in assessing the core perfarmance of the business and performance of management. This is further
disclosed in note 3 and within the glossary on page 224.

Segment results, assets-and liabilities include iterns directly-attributable to-a segment aswell as those that-can be allocated-on-a reasonable basis. Segrment
capital expenditure is the total cost incurred during the period to acquirc segment assets that are expected to be used for more than one period.

Segment revenue presents a disaggregation of revenuce from customers consistent with the Group’s primary revenuc strcams.
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7 Segment reporting continued
Income statement and balance sheet
L.
Financial

Retail Services Group
S2wWetks tod'March 2023 . T ‘th oh
Segment revenue
Retail sales to external customers 30,960 - 30,960
Financial Services to external customers - 531 531
Réevenae 30,960 531 31,391
‘Underlytng operating profit 926 46 972
Underlying finance income 18 - 18
‘Underlging finante tosts L . L ) o (300) - (300)
Underlying profit before tax 644 46 690
Non-underlying expense {note'5) (363)
Profit before tax 327
Income tax expense {note 11) (120)
Profit for the financial year 207
Assets 18,925 7,231 26,156
Investment in joint ventures and associates 2 - 2
Segment assets 18,927 7,231 26,158
Segment Tiabilities (12,583) 6,321 (18,905)
Other segmentitems
Additions to non-current assets

Property, plant and equipment 532 2 534

Intangible assets 194 19 213

Right-of-use assets 398 - 398
Depreciation expense!

Property, plant and equipment 565 1 566

Right-of-use assets 469 1 470
Amortisation expense?

Intangible assets 111 31 172
Impairment of non-financial assets 315 - 315
Impairment loss on financial assets 2 76 78
Share based payments 54 5 59

1. Depreciation within the Retail segment includes a £(1) million credit in relation to the unwind of fair value adjustments recognised on acquisition of HRG.
2. Amortisation within the Reétail segment inctudes a 122 million charge in rélation to the unwind of fair value adjustmerits recognised on acquisition of HRG and'Rectar' UK.
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7 Segment reporting continued
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Financial

AT Retal ‘Services ‘Group
S2 weeks to 5 March 2022 £m £m £m
Segment revenue
Retail sales to external customers 29463 - 29,463
Financiat Services to external customers - 432 432
Revenue ) 29463 43 29,895
ﬁnderiging operating profit 1,001 38 1,039
Underlying finance income 3 - 3
Underlying finance costs (312) - 312)
Underlying profit before tax 692 38 730
Non-underlying expense 124
Profit before tax 854
income tax expense 177)
Profit for the financial year 677
Assets 20,368 6,541 26,909
Investment in joint ventures and associates 3 - 3
Segment assets 20,371 6,541 26,912
Segment liabilities (12.870) (5.619) (18.489)
Other segment items
Additions to non-current assets

Property, plant and equipment 417 - 417

Intangible assets 229 49 278

Right-of-use assets 1,294 - 1,294
Depreciation expense'

Property, plant and equipment 590 1 561

Right-of-use assets 477 1 478
Amortisation expense?

Intangibleassets ' 130 2 151
Impairment of non-financial assets 8 1 9
Irnpairment (reversal)/loss on financial assets (4) 19 15
Share based payments 53 5 58

1. -Depreciation within theRetail segment includes a€(3)-mitiion'creditin relationto the:unwind of fair value-adjustments recognised-on-acquisitionof HRG.
2. Amoitisation within the Retail segment includes a £23 miltion charge in felation to the unwind of faif value adjustrients recognised on acquisition of HRG and Nectar UK.

Geographical segments

The Group trades predominantly in the UK and the Republic of Ireland and consequently the majority of revenues, capital expenditure and segment net
assets arise there. The profits, tumover and assets of the businesses tn the Republic of Treland are mot material to the‘Group.
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7 Segment reporting continued

w
Cash flow En'
gl
52 weeks to 4 March 2023 52 weeks to 5 March 2022 _§
Financlal Financial ,%
APM Retafl  Services Group Retail Services Group
reference £m £m £m £€m £m £m
Profit before tax 284 43 327 833 21 854
Net finance costs ' . 235 - 235 304 Y] 302
Operating profit 519 43 562 1137 19 1,156
Adjustments for:
Depreciation and amortisation expense 1,175 33 1,208 1197 23 1,220
Net impairment charge on property, plant and equipment, right-of-use assets 315 - 315 8 1 9
andintangible assets o
Financial Services movement in loss allowance for loans and advances to custormers - 76 76 - 19 19 '-%i
Profit on sale of non-current assets and early termination of leases as) - 15) ()] - [G)] Tg
Non-underlying fair value movements” 29 - 29 (76) - (76) o
‘Share-based paymenits expense 53 5 59 53 5 ‘58 é’
Non-cash defined benefit scheme expenses (4] - @) 4 - 4 g
Cash contributions to defined benefit scheme @3 - @3 ()] ~ ()]
Operating cash flows before changes in working capital 2,031 157 2,188 2,246 67 2313
Changes in working capital
Movements in working capital 185 231 416 (306) (646) 952)
Cash generated from operations 2,216 388 2,602 1,940 {579) 1361
Interest paid a (307) ) (316) (319) (10) (329)
Corporation tax paid 99 @ (103) 23) - 23) T
Net cash generated from/(used in) operating activities 1,810 375 2,185 1,598 (589) 1,009 §'
Cash flows from investing activities . ‘ g ;
Purchase of property, piant and equipment (523) (4] (525) (416) - (416) %’ :
Initial direct costs on new leases . (16) - (16) 3 - 3 ®
Purchase of intangible assets (194) 19) (213) (229) (49) (278) ‘3‘
Proceeds from disposal of property, plant and equipment 29 - 29 46 - 46 g‘
Dividends and distributions received/(paid) e 51 (50) 1 2 - 2 @
Net cash used in investing activities (653) (71) (729 (600) {49) (649)
Cash flows from financing activities '
Proceeds from issuance of ordinary shares d 13 - 13 21 - 21
Repayment of borrowings c (@0) (55) (95) ’ (248) - (248)
Repayment of perpetual capital securities d - - - 8) - (8)
Purchase of own shares d (45) - (45) 48) - (48)
Capital repayment of lease obligations b . (512) ) (514) (491) (2) (493)
Dividends paid on ordinary shares (319) - (319) (238) - (238)
Dividends paid on perpetual securities a - - - (4) - (4)
Net cash used in financing activities (903) (57) (960) (1,016) (2) (1018)

Net increase/(decrease) in cash and cash equivalents 254 247 501 (18) (640) (658)
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8 Supplier arrangements

Supplier incentives, rebates and discounts, collectively known as ‘supplier amangements’, represent a material deduction to cost of sales and directly affect
the Group's reported margin.

Income is recognised when earned by the Group when all obligations per the terms of the contract have been satisfied. Any supplier arrangements which are
linked to inventory purchases are included within the cost of the retated inventory, and therefore recognised within costof sales-once the inventory is sotd.
Unpaid amounts relating to supplier arrangements are recognised within trade and other receivables, unless there is a legal right of offset, in which case it is
recognised within trade and other payables. Amounts which have been invoiced at the balance sheet date are categorised as supplier arrangements due and
those not yet invoiced are categorised as accrued supplier arrangements.

The types-of supplier arrangements applicable to the Group are as follows:

— Discounts and supplier incentives — these represent the majority of all supplier arrangements and are linked to individual unit sales. The incentive is
typically based-on-an-agreed sum per item sold-on promotion for-a peried-and therefore is-considered part-of the purchase price of that product.

— Fixed amounts — these are agreed with suppliers primarily to support in-store activity including promotions, such as utilising specific space.

— Supplier rebates —these are typically agreed oh ah ahnual basis, alighed with the Group's financiat'year. The rebate amount i3 tinked to pre-agreed
targets such as sales volumes.

— Marketing-and advertising inceme —advertising income from suppliers through the Group's subsidiary Nectar 360 Services LLP.and online marketing
and advertising campaigns within Argos.

Amounts recognised in the income statement during the year for fixed amounts, volume-based rebates and marketing and advertising income are shown
below. Discounts and supplier incentives are not shown as they are deemed to be part of the cost price of inventory.

52 weeks to 52 weeks to
4 March 5 March
2023 2022
£m £m
Fixed amounts 192 208
Supplier rebates 94 94
Marketing and advertising income 97 79
Total supplier arrangements 383 381
Of the above amounts, the following was outstanding and held on the balance sheet at the period-end:
4 March 5 March
2023 2022
. £m £m
Within inventory @ @
Within current trade receivables
Supplier arrangements due 45 39
Accrued supplier arrangements 43 37
Within current trade payables
Supplier arrangements due 19 47
Accrued supplier arrangements 2 2

Total supplier artangements 135 121
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9 Operating profit
Accounting policies
‘Cost of sales

Cost of sales consists of all costs that are directly attributable to the point of sale including warehouse, transportation costs and all the costs of operating
retail outlets. In the case of Financial Services, cost of sales includes interest expense on operating activities, calculated using the effective interest method.

Operating profit is stated after charging/(crediting) the following items:

S2 weeks to 52 weeks to
4 March 5March
2023 2022
£m £m
Employee costs {note 34) 3,578 3,600
Depreciation expense' (note 14 and 15) ) 1,036 1,069
Amortisation expense? (note 16) 172 151
Profit on disposal of non-current assets® (note 31) ) (15) (6)
‘Foreign exchange gains ' (18) 19)
Impairment of non-financial assets (note 17) 315 9

1 Depreciation expense includes £(1) million credit {2022: £(3) million credit} inretation to the unwind of acquisition adjustments.

2. Amortisation expense includes £22 million charge (2022: £23 million) in relation to the unwind of fair value adjustments recognised on acquisition of HRG and Nectar UK.

3. Includes £{8) million in relation to disposals of property. plant and equipinent (2022: £(19) mitllton), gain on disposals of intangible assets of £(1) million (2022: loss of £4 million), gains on lease terminations of
‘B(6) il {2022 €(12) tiillion) ahd Bdjustine: its T reldtioh o SoftwaTe 3% a SeTvite attoutling of €ril (2022 €21 irillivn).

S2 weeks to 52weeks to

4 March SMarch

2023 2022

. £€m £m

Auditor’s remuneration

Fees payable to the Company’s auditor for the audit of the parent company and consolidated financial statements 1.2 11
Fees payable to the Company’s auditor for other services: .

The audit of the Company’s subsidiaries - 2.6 24

Audit related assurance services 0.2 0.1

Non-audit services 0.1 0.9

Total fees 4.1 45

‘Non-audit services Telate to-services provided by the Group's auditor in relation to issuance of Sainsbury's Bank Tier 2Capital in Septembier 2022 (refer tonote 33).
In the prior year. non-audit services related to services provided by the Group’s auditor in the capacity of reporting accountant.

10 Finance income and finance costs

Accounting policies

Finance income and costs, excluding those arising from Financial Services, are recognised in the income statement for financial assets and liabilities measured

at amortised-cost using the effective interest method. For Financial Services, finance income and finance-costs are recognised in revenue and-cost-of sales.

Fair value remeasurements relate to net fair value movements on derivative financial instruments not designated in a hedging relationship.

52 weeks to 4 March 2023 52 weeks to S March 2022
Non-

ying derlyi Total Underlying Non-underlying Total

£m £m £m £m £m £m

Interest on bank deposits and other financial assets 16 - 16 1 - 1
Fair value measurements - - - - 2 2
IAS 19 pension financing income ) - 56 56 - 15 15
Finance income on net investment in leases 2 - 2 2 - 2
Finance Income 18 56 74 3 17 20
Secured borrowings @) - (5] (40) - (40)
Unsecured borrowings : 2} - (] 2 - 2
Lease liabilities (258) ) (267) (271) (10 (281)
Provisions —amortisation of discount - - - i) - m
Interest capitalised — qualifying assets 1 - 1 2 - 2

Finance costs (300) ) (309) (312) {0) (322)

jioday Sibarens
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11 Taxation

Accounting policies

Current tax

Current tax is accounted for on the basis of tax laws cnacted or substantively enacted at the balance sheet date. Current tax is charged or credtied w the
income statement, except when it relates to items charged to equity or other comprehensive income.

Deferred tax
Deferred tax is-accounted for on the basis-of temporarydifferences arising fromdifferences between the tax base and accounting base of assets-and liabilities.

Deferred tax is recognised for all temporary differences, except to the extent where it arises from the initial recognition of an asset or a liability in a transaction
that is not a business cormbination and, at the time of transaction, affects neither accounting profit nor taxabile profiL. It is determined using tax rates
(and laws) that have been enacted or substantively enacted at the balance sheet date and are expected Lo apply wiien the related delened income tax asset
is realised or the deferred income tax liabitity is settled. '

Deferred tax assots are recognised to the extent that it is probable that future taxable profits will be available agairst which the temporary differences
can be utilised:

Deferred tax.is-charged or credited to the income statement, except when it relates to items.charged or credited directly to-equity-or-other comprehensive income.

Deferred tax is provided on temporary differences associated with investments in subsidiaries, branches and joint ventures except where the Group is able to
control the timing of the reversal of the temporary difference and it i3 probable that the temviporary difference will not reverse in the TureseedUle Tuwure.

- shyeeksto '52'wegks§o

4 March S March

2023 2022

£m £m

Current year UK tax 105 131
Current year-overseas tax N ' 3 6
Over-provision in prior years 2 5
Fotal current tax-expense 110 142
Origination and reversal of temporary differences . 9 52
Under/{over)-provision in prior years 3 (35)
Adjustment from change in applicable rate of deferred tax @ 23
Derecognition of capital losses - (5)
Total deferred tax expense 10 35
Total income tax expense in income statement 120 177

Analysed as:

Underlying tax ‘ 157 154
Non-underlying tax (37) 23
Total income tax expense in income statement 120 177
Underlying tax rate 22.8% 211%

Effective tax rate 36.7% 20.7%
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11 Taxation continued

The effective tax rate of 36.7 per cent (2022: 20.7 per cent) is higher than (2022: higher than) the standard rate of corporation tax in the UK of 19 per cent.
The differences are explained below:

52 weeks to S2weeks to
4'march 3'March
2023 2022
£m £m
Profit before tax 327 854
Income tax at UK corporation tax rate of 19.00% 62 162
Effects of underlying items:
Disatlowed depreciation on UK properties 27 [ 25
Under/(over)-provision in prior years 7 (28)
Difference due to change in applicable rate of deferred tax ' @ 14
Disallowed depreciation on right of use assets 3 S
Other 3) -
Effects of non-underlying items: :
Loss on disposal of properties = )]
Over-provision in prior years () 2
Difference due to change in applicable rate of deferred tax 5 9
Restructuring programmes 13 -
Impairment of non-financial assets 15 -
Derecognition of capital losses - ©)
Other - 2
Total income tax expense in income statement 120 177

It was announced in the UK Government's Budget on 3 March 2021 that the main UK corporation tax rate will increase to 25 per cent from 1 April 2023.
This change was enacted during the previous accounting period. and deferred tax was revalued accordingly.

The Spring Budget on 21 March 2023 confirmed the introduction of Pillar 2 reporting requirements for the UK. This has not been enacted to date, but the rules
are expected to apply to the Group. Pillar 2 reporting will see the introduction of a global minimum 15 per cent tax rate by the end of 2023, and the Group will
be required to file certain returns evidencing the payment of tax at this rate. The potential impact of this is currently being assessed, but the Group does riot

consider there to be a material exposure at this stage.

-
sl
3
o
3
Q.
o
2
»
O o
2
o
H
8.
-
@

Share-based
payment Actuariat Fair value
reserve reserve movements Total

£m £m £m £m
52 weeks to 4 March 2023 .
Current tax in equity or other comprehensive income 3) (25) - (28)
Deferred tax in equity or other comprehensive income 4) (322) (14) (340)

7 (347) (14) (368)
52 weeks to 5 March 2022
Current tax in ‘equity or other comprehensive income (] - - 0]
Deferred tax in equity or other comprehensive income (2) 431 87 516

3) 431 87 515
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11 Taxation continued

J Sainsbury plc Annual Report 2023

The current and deferred tax in relation to the Group’s defined benefit pension scheme’s remeasurements and available-for-sale fair value movements have
been charged or credited through other comprehensive incomc where appropriate.

The movements in deferred income tax assets and liabilities during the financial year, prior tu the uffselling of the baldiices within the same tax jurisdiction,

-are shown below:
Accelerated Retirernent
capital Capital Fair vatue Rolled over benefit  Share-based
allowances losses movements capitalgains obligations payments Leases Other Total
. £m £m £m £m £m £m £m £m £m
6 March 2022 173) 87 (133) (93) (640) 18 132 @ (806)
Prior year adjustment to income statement ¢)] - - - - - - 6 3)
Credit/(charge) to income statement 12 - 13 - 11) 8 (20) (11) 9
Credit to equity or other - - 14 - 328 3 - - 345
comprehensive income
Revaluation adjustment to income statement 4 - 4 - ) 2 3) @ 2
Revaluation adjustment to equity or other - - - - 6) 1 - - S)
comprehensive income
4 Mairch 2023 (166) 87 (102) (93) (330) 32 109 13) (a76)
‘7March2021 121 64 @8) 8y 192) 9 126 8 255)
Prior year adjustment to income statement 7) (3) 2 6 - - (6] 38 35
Credit/{charge) toincome statement 16 5 4 4 [h1}] 4 1) a8 @7
(Charge)/credit to equity or other - - (59) - (276) 2 - - (333)
‘comprehensive income
Revaluation adjustment to income statement (41) 2 (4) (22) {6) 3 28 (2 (23)
Revaluation adjustment to‘equity or other - - (28) - (155) - - - (183)
comprehensive income
5 March 2022 173) 87 {133) {93) (640) 18 132 {4) {806)
2023 Wk
£m £m
Total deferred income tax liabilities (709) (1,043)
Total deferred income tax assets 228 237
Net deferred income tax liability recognised in non-current liabilities (476) {8V6)

Deferred income tax assets have been recognised in respect of all income tax losses and other temporary differences giving rise to deferred income tax
assets because it is probable that these assets will be recovered, with the exception unrecognised capital losses of £194 million (2022: £194 million) following
Finance Act 2020 which restricts the amount of chargeable (capital) gains that a company can relieve with its carried-forward capital losses. These capital
Tosses have no date of expiry. Defered income tax assets arid fiabitities are gnly uffset where there is a legally enforceable ignt 6f oiTset and'the deteired
income tax assets and the deferred income tax liabilitics relate to income taxes levied by the same taxatiorn authority.
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12 Earnings per share @
Basic carnings per share is calculated by dividing the profit attributable to ordinary shareholders of J Sainsbury plc by the weighted average number of ;1
Ordinary shares in issue during the year, excluding own shares held by the J Sainsbury Employee Share Ownership Trust (ESOT). =
p.ed
[1°}
Diluted earnings per share amounts are calculated by dividing the profit attributable to ordinary shareholders of J Sainsbury plc by the weighted average ‘_3
number of Ordinary shares in issuc during the year, excluding own sharesheld, and adjusted Tor the effects of potentially dilutive shares. The dilutive impact -
is calculated as the weighted average of all potentially diluted ordinary shares. These represent share options granted by the Gioup, including performance-
based options, where the scheme to-date performance is-deemed to have been earned.
For the comparative period, the weighted average number of dilutive shares includes the number of shares that would have been issued if all perpetual
subordinated convertible bonds arc assumed to be converted at the beginning of the period.
In.addition, underlying basic earnings per share and underlying diluted earnings per.share are presented to reflect the underlying profit attributable to
ordinary sharcholders of J Sainsbury plc and the underlying trading performance of the Group. In calculating the APM3, the profit attributable is adjusted for
items considered non-underlying as defined in note 5. No adjustments have been made to the weighted average number of Ordinary or potentially dilutive
shares which continue to be determined in accordance with IAS. o
<
N [1°]
All-operations-are continuing for the perieds presented. g
3
2023 2022 -
million million o
o
Weighted average number of shares inissue 2,312.6 22718 =
Weighted average number of dilutive share options 39.6 39.6
Woeighted average number of dilutive subordinated perpetual convertible bonds . ' e 39.6
Total number of shares for calculating diluted earnings per sharve 2,352.2 2:351.0
£m £m
Profit for the financial period attributable to ordinary shareholders 207 677 __
. il
3
Diluted earnings for calculating diluted earnings per share 207 677 2.
E.-’:
Profit for the financial period attributable to ordinary shareholders of the parent 207 677 ®Q
P
Adjusted for non-underlying items (note 5) 363 (124) o
Tax-on non-underlying items (note 5) 437 23 _g .
Underlying profit after tax attributable to ordinary shareholders of the parent 533 576 a
Diluted underlying profit after tax attributable to ordinary shareholders of the parent - 533 576
Pence Pence
porshare ‘per share
Basic earnings 9.0 29.8
Diluted-eammings 88 2838
Underlying basic earnings 23.0 254

‘Undertying diluted earnings 22.7 245
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13 Dividends
2023 2022 2023 2022
pence pence
pershare per share £m £m
Amounts recognised as distributions to erdinary sharchelders in the year.
Final dividend of prior financial year - 9.9 74 229 164
Interim dividend of current financial year 3.9 3.2 90 74
13.8 106 319 238
Proposed final dividend at financial year end 9.2 99 213 230

The proposed final dividend was approved by the Board on 26 April 2023 and is subject to shareholders’ approval at the Annual General Meeting. If approved,
it will be paid on 14 July 2023 to shareholders on the register as at 9 June 2023. No amount for the proposed final dividend has been recognised at the balance
sheet date.

Distributions to shareholders will have no tax consequences to the Group.

14 Property, plant and equipment

Accounting policies

a) Land and buildings g

Land and buildings are held at historical cost less accumulated depreciation and any recognised provision for impairment. Capital work in progress is held at
cost less any recognised provision for impairment. Cost includes the original purchase price of the asset and the costs attributable to bringing the asset to its
working condition for intended use.

b) Fixtures and equipment
Fixtures, equipment and vehicles are held at cost less accumulated depreciation and any recognised provision for impairment. Cost includes the original
purchase price of the asset and the costs attributable to bringing the asset to its working condition and its intended use.

c) Depreciation

Depreciation is calculated to'write down the cost of the assets to their vesidual values, on a straight-line basis over their useful economiclife, using the
following rates:

— Freehold buildings and leasehold improvernents— 50-years, or the lease term if shorter

— Fixtures, equipment and vehicles ~ three to 15 years

— Freehold land is not depreciated

Capital work in progress is not depreciated prior to being available for its intended cornrnercial use. Capilal woik in progress does not include land.

d) Disposals and retirement

Disposals of property, plant and equipment are recognised when the control over the asset is transferred to another party and the company has no further
.obligations or involvement with the asset. The gain or loss on disposal is determined by comparing proceeds less any associated costs of disposal with the
asset's carrying amount and is recognised within operating profit.

e) Impaimment
The carrying amounit of PPE is reviewed on an ongoing basis to determine whether there is any indication of impairmerit —'See note 17.

f) Climate Change Impacts .

The assets residual values and useful lives are reviewed, and adjusted if appropriate, at the end of each reporting period. This includes consideration over
climate change related risks which may impact the useful lives or residual values of the Group’s assets, such as the impact of flood risks on store and
non-store assets, changes in requlations related to carbon emissions and any anticipated replacement of existing assets with new technologies. During the
year, no changes were made to the remaining useful lives or residual values of the Group’s assets as a result of climate change risks.

g) Capitalisation of interest
Borrowing costs that are directly attributable to the acquisition or construction of qualifying assets are capitalised to the cost of the asset, gross of tax relief.
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14 Property, plant and equipment continued

&
Q
Landand  Fixturesand cg
bulldings  eyuipment Totat )
£m £m £m Ed
Cost §,
At 6 March 2022 ) 9,693 5,288 14,981
Additions 250 284 . 534
Disposals (7)) (540) (611)
Transfer to assets held for sale : {7) {3) {10)
At 4 March 2023 9,865 5,029 14,894
Accumulated depreciation and impairment
At 6.March.2022 2,917 3,662 6,579 a
Depreciation expense for the year 184 382 566 %
Impairment loss for the year 110 39 149 é
Disposals (56) (540) (596) a
Transfer to-assets held for sale {2) 3) 5) &
At 4 March 2023 3153 3540 6,693 8
Net book value at 4 March 2023 ] 6,712 1,489 8,201
Capital work-in-progress included above 206 314 520
Cost
At 7 March 2021 9,655 5,288 14,943 —
Additions 87 330 417 2
Disposals (40) {330) @ | §
Transfer to assets held for sale ()] - €)] &
At 5 March 2022 9,693 5,288 14,981 E)"v'_
o~
4 .
Accumulated depreciation and impairment g -
At 7 March 2021 2793 3,563 6356 R
Depreciation-expense for the year 170 421 591
Impairment loss for the year - 6 6
Disposals (37) {328) {365)
Transfer to assets held for sale 9) - (9)
At5 March 2022 2917 3,662 6,579
'Net book value at 5 March 2022 6776 1,626 8,402
Capital work-in-progress included above 103 314 417

Interest capitalised

Interest capitalised included in.additions amounted te £1 million {2022: £2 million) for the Group. Accumulated interest capitalised included in the cost of
property, plant and equipment net of disposals amounted to £336 million (2022: £335 million) for the Group. Accumulated interest capitalised held at net book
value in property, plant and equipment amounted to £281 million (2022: £284 million) for the Group. The capitalisation rate used to determine the amount

of borrowing costs eligible for capitalisation is 6.1 per cent (2022: 6.2 per cent).

Security
Property, plant and equipment pledged as security is as follows:
2023 2022

Number ‘Netbook Number ‘Netbook
of value of value
properties £bn properties £€bn
‘Loan due2031 } 38 09 48 09
Revolving Credit Facility - - 60 13
Asset backed pension contribution scheme a8 11 48 12
Other 6 0.1 6 01

102 2.1 162 35
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15 Leases

Group as lessee

The Group's lease portfolio i principally comprised of property leases of land and buitdings h relation to stores, distribution centres and support offices.
but also includes other assets such as motor vehicles. The leases have varying terms and often include break clauses or options to renew beyond the
non-cancellable periods.

Accounting policies

Right-of-use assets

Right of -use assets are recognised at the commencement date of the lease, when the underlying asset is available for use. The cost of right-of-use assets
Curprises the-amount ol lease liabllities 1ecognised, any initial direct-costs incurred, kedse payments made-at- v befure theconumencernrent dateand less
any lease incentives received. Right of use assets are subsequently measured at cost, less any accumulated depreciation and impairment losses, and
adjusted for any subsequent remeasurement of lease liabilities.

The recoginised right-of-use assets are depreciated on a straight-line basis over the shorter of the estimated uscful life and the lease term.

Lease liabilities

Leasze liabilities are recognised at the comimencernent date of the lease and are measured atthe present value of laose payments to be made over the
lease term, discounted using the incremental borrowing rate (IBR) at the lease commencement date if the interest rate implicit in the lease is not readily
determinable.

The lease payments include fixed payments and variable lease payments that depend on an index or a rate (using the relevant rate at the commencement
datc of the lease), less-anylease incentives receivable. The variable lease payments that-de not depend on an index or-a rate-are recognised as expense in
the period i which the event or condition that triggers the payrient occurs. For agreements which contain both lease and non-lease components, such as
cleaning and maintenance services, the non-lease component is excluded from the lease payments used to measure the lease liabilities.

The 1BRs depend on the start date and term of the lease, and are determined based on a reference (risk free) rate and adjustments to reflect the Group's
credit risk The reference rates are hased-on UK-avernight swap rates-and the-credit risk adjustments are based-on the pricesof instruments issued by the
group and quoted credit default swaps (CDS). IBRs are determined quarterly:

The Group determines the lease term as the non- cancellable term of the lease; together with any periods covered by an option te extend the lease if it is
reasonably certain to be exercised, or any periods covered by an option to terminate the lease (a break clause), if it is reasonably certain not to be exercised.

Aller 1he coninencernient date of the lease. the lease liability is subsequently measured at amortised cost using the effective interest rate methodd.
The carrying amount of leasc liabilitics is remecasured when there is a change in the future lease payments due to a change in the lease term such as a
recognition of an extension or break option, a change in the fixed lease payments or a change in the assessment to purchase the underlying asset.

Short-term leases and leases of fow-vatue assets .
The Group applies the short term lease recognition cxemption to those leases that have a lease term of 12 months or less from the commencoment date
-and-do net-contain-a purchase-optien. it also-applies the low-value asset recognition exemption to groups of underlying leases where the underlying -assets
leased are considered uniformly low value (i.e. below £5,000). Lease payments on short-term leases and leases of low-value assets are expensed to the
income statement.

Set out below are the carrying amounts of right-of usc assets recognised and the movements during the period:

Land and

buildings Equipment Total
‘Netbook value “€m m m
At 6 March 2022 5,266 294 5,560
‘New leases and thodifications! 283 115 398
Depreciation charge (375) (95) (470)
Trnpairmerit tharge _ L. 142) (¢ 143)
At 4 March 2023 5,032 313 5,345
At 7 March 2021 4414 333 4,747
‘New leases and modifications® 1,244 ‘50 1,294
Depreciation charge (389) (89) 478
Impdirmerit charge 3 - 3)
At 5 March 2022 5,266 294 5.560

1. Includes new leases. terminations. modifications and reassessments.



Financial Statements J Sainsbury plc Annual Report 2023 151

15 Leases continued

Set out below are the carrying amounts of lease liabilities and the movements during the period:

2023 2022
£m £m

At 6 March 2022 and 7 March 2021 6,621 5834
New leases and modifications 382 1,280
Interest expense 267 281
Payments (781) (774)
At 4 March 2023 and 5 March 2022 6,489 6,621
Current . 1,533 526
Non-current 4,956 6,095
Maturity analysis

2023 2022

£m £m

Contractual undiscounted cash flows
Less than one year 1,798 773
One to two years 680 1,683
Two to three years 632 627
Three to four years 591 575
Four to five years 541 542
Total less than five years 4,242 4,200
Five to ten years 2,473 2,416
Ten to fifteen years 1,981 2,005
More than fifteen years 3,505 3,338
Total undiscounted lease liability 12,201 11,959
Lease liability included in the statement of financial position 6,489 6,621
Current 1,533 526
Non-current 4,956 6,095

The Grodp presents additions to lease liabilities and right-of-use assets in line with the distlosure requirements of TFRS 16 “Leases. 1n doing 30, additions to
right-of-use assets and lease liabilities above include the net impact of new leases, terminations, modifications, and reassessments. In the prior year, the
Group exercised purchase options on 21 leased supermarkets held by a property investment pool in which the Group holds an interest. The purchase options
were first included within the lease liability in the prior financial year when the Group exercised them. During the current year, the Group reached an
agreement on an acquisition price on these 21 supermarkets and thus this acquisition price was used to remeasure the lease liabilities.

Significant judgement - lease terms

The inclusion .of a lease extension period or lease break period in the lease term is.a key judgement for the Group.and considers all relevant facters that create
an economic incentive for it to exercise them. For leased properties, this includes the current and expected profitability of the respective site, as well as the
length of time until the option can be exercised. Any changes to the Group’s judgement over lease terms will impact both the right-of-use asset and lease liability.

Set out below are the undiscounted future rental payments not currently included within the reported lease liability for where lease extensions have not been
included, or where lease breaks have been-assumed:

2023 2022

B R £m £m
Extension options expected to not be exercised 4,781 4,681
‘Lease breaks expected to be exercised 425 458

Significant estimate — discount rates
As noted above, lease liabilities are measured at the present value of lease payments to be made over the lease term. discounted using the IBR at the lease
commencement date (for additions) or at the lease modification date (for modifications).

The IBRs depend on the start date and term of the lease, and are determined based on a number of inputs including a reference (risk free) rate and
adjustments to reflect the Group’s credit risk. The reference rates are based on UK overnight swap rates and the credit risk adjustments are based on the
prices of instruments issued by the Group and quoted credit default swaps (CDS).

The following table summarises the impact that a reasenable possible change in the 1BR would have had on the lease liability-additions.and modifications
recognised during the year:

Increase/
(decrease) in
lease Habitity
recognised
£m

Increasein 1BRof 3% 68)

Decrease in IBR of 3% 65
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15 Leases continued

Amounts recognised in profit or loss
The following are the amounts recognised in profit-or toss:

2023 2022
‘m ‘tm
Depreciation of right-of-use assets (470) 478)
Tmipairthent of right-of-use assets ’ 1a3) 3
Interest on lease liabilities (267) (281)
vaﬁable;leaSE‘nagmMS ‘not included in'thie mieasurement of fease liabilities 6] -
Finance income from sub-leasing of right-of-use assets 2 2
‘Operating sublet income ’ 48 56
Expense relating to short-term leases (26) (32)
Expense relating to leases of low-value assets ) ) 2
Total amount recognised in profit or loss (859) (738)
Total cash outflow for leases (excludes sublet income) (810) (808)

There were no leases with residual value guarantees. There have been no sale or leaseback transactions during the period. All the right of use assets are
recognised on a historic cost convention. Approximately £2,795m (2022: £2,807m) of the Group's lease liabilities are subject to inflation-linked rentals and

a further £241m (2022: £255m) are subject to rent reviews. Rental changes linked to inflation or rent reviews typically occur on an annual or five-yearly basis.
The Group is committed to payments totalling £101m (2022: £nil) in relation to leases that have been signed but not yet commenced.

Group as lessor

Lessor accounting

The Group leases out owned properties and sublets leased properties under operating and finance leases. Such properties include mall units, stores and units
within stores. Where the Group subleases assets, the sublease classification is assessed with reference to the head lease right-of-use asset. This assessment
considers, among other factors, whether the sublease represents the majority of the remaining life of the head lease. The ratio of rental income to head lease
rental payments is used to determine how much of the right-of-use asset should be derecognised, or analysis of square foot leased in the head lease and
sublease where appropriate. This assessment takes into-consideration whether the sublease/head lease are above or below market rate.

Amounts due from lessees under finance leases are recorded as a receivable at an amount equal to the net investment in the lease. This is initially calculated
and recognised using the IBR prevalent in the underlying headiease at the recognition date. Any difference between the derecognised right-of-use asset and
the newly recognised amounts due for leases under finance leases is immediately recognised in the income statement. The Group recognises finance income
‘over the tease term, reflecting a-constant periodic rateof return-on the ‘Group's net investment in the lease. Operating lease income is recognised as eamed
on a straight-line basis over the lease term. ’

The below table sets out the maturity analysis of lease receivables classified as finance leases:

2023 ‘2022
£m £m
Contractual undiscounted cash flows
Less than one year 10 7
One to five years 27 36
More than five years 9 5
Total undiscounted net investment in lease receivable 46 48
Lease receivable included in the statement of financial position 35 41
Current 8 5
Non-current 27 36
The below table sets out the maturity analysis of lease receivables classified as operating leases:
2023 2022
£m £m
‘Less than-one-year 19 18
One to two years 16 16
Two to three'years 13 13
Three to four years 11 11
Four to fiveyears 9 10
Five to tenyears 3 30
Ten to fifteen years 9 9
More than fifteen years 12 10
Total undiscounted lease payments receivable 120 17

The net book value of property, plant and equipment subject to operating leases at year-end is not material to the accounts.
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16 Intangible assets

Accounting policies

a) Goodwill

Goodwill represents the excess of the fair value of the consideration of an acquisition over the fair value of the Group’s share of the net identifiable assets
of the acquired subsidiary at the date of acquisition. Goodwill is considered to have an indefinite useful life. Goodwill is tested for impairment annually and
again whenever indicators of impairment are detected and is carried at cost less any provision for impairment.

b) Computer software

Computer software is carried at cost less accumulated amortisation and any provision for impairment. Externally acquired computer software and software
licences are-amortised on.a straight-line basis-over-their usefut economic lives of five to fifteen years. Costs relating to development of computer software
for internal use are capitalised once the recognition criteria of 1AS 38, ‘Intangible Assets’ are met. Other development expenditures that do not meet these
criteria are expensed as incurred. When the software is available for its intended use, these costs are amortised on a straight-line basis over their useful
economic lives of five to fifteen years within administrative expenses.

Subsequent expenditure is-capitalised only when it increases the future economic benefits embodied in the specific-asset to which it relates. Costs-associated
with maintaining computer software are recognised as an expense as incurred.

c) Cloud computing arrangements

Software as a Service (SaaS) arrangements are service contracts providing the Group with the right to access a cloud provider's application software over the
‘contract period. Typically such arrangements involve ongoing licence fees to-obtain access to thecloud provider's application software, as well-as upfront
costs incurred to configure or customise the Saas solution.

Configuration and customisation costs are capitalised in the following instances as intangible assets:

— The Group has both a contractual right to take possession of the software at any time without significant penalty, and the ability to run the software
independently of the host vendor.

— The costs incurred meet the definition of and recognition criteria for an intangible asset. This includes for example the development of software code that
enhances or modifies, or creates additional capability to, existing systems controlled by Sainsbury's.

Where these conditions are not met, costs incurred to configure or customise, and the ongoing fees to obtain access to the cloud provider's application
software, are recognised as operating expenses when the services are received.

Where the configuration or custorisation of a'Saas solution is parformed by the SadS vendor, consideration is given to whether this activity is distinct frorm
the provision of the solution itself. This assessment considers the nature of the activities, and whether Sainsbury’s can benefit from any of the services in
isolation. Where the activity is not considered distinct, the costs are capitalised as a prepayment and amortised over the expected useful life of the solution.
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16 Intangible assets continued

d) Acquired intangible assets

Intangible assets acquired in a business combination are recognised at fair value at the acquisition date. Intangible assets with finite useful economic lives
are carried at cost less accumulated amortisation and any provision for impairment and are amortised on a straight-line basis over their estimated useful
economic lives, ranging from five to ten years, within administrative expenses. '

Refer to note 17 for details of impairment policies.

Computer Acquived Customer
Goodwill software brands relattonships Total
£m £m £m £m £m

Cost
At'6-March 2022 392 1,077 229 32 1,730
Additions - - 213 - - 213
Disposals R ¢}] {185) - - {186)
At 4 March 2023 391 1,105 229 32 1,757
Accumulated amortisation and impairment
At 6 March 2022 26 521 147 30 724
Amortisation expense for the year - 150 20 2 172
Impairment loss for the year 14 9 - - 23
Disposals (1) (185) - - (186)
At 4@ March 2023 39 495 167 32 733
Net book value at 4 March 2023 ) 352 610 62 - 1,024
Cost
At 7 March 2021 : 394 899 229 32 1,554
Additions - 278 - - 278
Disposals’ 2 (100) - - (102)
At 5 March 2022 ) 392 1,077 229 32 1,730
Accumulated depreciation and impairment
At 7 March 2021 28 457 127 28 640
Amortisation expense for the year - 129 20 2 181
Disposals (2 (65) - - (67)
At S March 2022 26 521 147 30 724
Net book value at 5 March 2022 366 556 82 2 1,006

1. Disposals included write offs of software-as-a-service balances.

Goodwill balances are detailed in note 17.

17 Impairment of non-financial assets

Accounting policies
Goodwill
Goodwilt is not amortised but tested for impairment annually or more frequently where there is an indication that the asset may be impaired.

At the acquisition date goodwill is allocated to the CGU or group of CGUs within the Retail or Financial Services segments that are expected to benefit from
the combination.

Impairment is assessed by measuring the recoverable amount of the CGU, calculated as the higher of fair value less cost to dispose and value-in-use, at the
level at whichthis is monitored by management. Where the carrying value of the CGU exceeds the recoverable amount an impdirment loss is recognised in
the income statement. The impairment charge is allocated first against goodwill and then pro-rata over other assets within the CGU by reference to the
carrying-amount of each remaining-asset in theunit. Impairment losses recognised for goodwill-are not subsequently reversed.

Property, plant and equipment, right-of-use assets, and finite lived intangible assets

Property, plant and equipment (PPE), right-of-use assets, and finite-lived intangible assets are assessed on an ongoing basis to determine whether there is an
indication that the net book value is no longer supportable. If any such indication exists, the recoverable amount of the asset, being the higher of its fair value
less costs to-dispose and its value-in-use, is-estimated in-order to-determine the extent of the immpairment loss. Where it is not possible to-estimate the
recoverable amount of an individual asset; the Group estimates the recoverable amount of the CGLI to which the asset belongs.

If the recoverable amount of an asset or CGU is estimated to be less than its carrying amount, the carrying amount of the asset or CGL is reduced taits
recoverable amount and an impairment loss is recognised immediately in the income statement.

Where there has been a change in the estimates used to determine the recoverable amount and an impairment loss subsequently reverses, the carrying
amount of the asset or CGU is increased to the revised estimate of its recoverable amount, not to exceed the carrying amount that would have been
determined had no impairment loss been recognised for the asset or CGU in prior years. An impairment loss reversal is recognised in the income statement.
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17 Impairment of non-financial assets continued

Identification of cash generating units
Cash generating units are deemed the smallest group of assets that independently generate cash inflows and are independent of the cash flows generated
by other assets. The CGUs identified within the respective reportable operating segments are as follows:

Retail
Cash generating units are deemed to be corporate level business units, trading stores, store pipeline development sites or in certain cases for Argos, a cluster
-of stores.

PPE, intangible assets and right-of-use assets are allocated to the store CGU they are associated with. For non-store assets, including depots and IT assets,
these are allocated to store CGUs where it can be done on a reasonable and consistent basis, otherwise these are allocated to the CGU corporate level to which
they relate.

Goodwill recognised on acquisition of retait chains of stores (Bells and Jacksons) is allocated to its respective store CGUs. Goodwill arising on the purchase
of Home Retail Group is allocated to the Home Retail Group CGU. Nectar is a separate CGU.

Financial Services
Cashgenerating units are-deemed to be each respective preduct or product group that is-capable-of generating cash flows independent of other products.
Non-product assets are reviewed separately as collective CGUs with the products that they support.

Goodwill arising on the purchase of Sainsbury’s Bank plc is allocated to the Financial Services CGU.

Identification of a triggering event

Management considered whether the level of uncertainty within the wider macroeconomic environment, including sustained increases in the Bank of
England gilt rates, represented an indicator of impairment at the reporting date. It was determined that the increase in dlscount rates was a significant
impairment indicator and therefore a full impairment review was undertaken.

Approach-and assumptions
The recoverable amount for CGUs have been determined based on the fair value less cost to dispose and a value-in-use calculation which is based upon the

cash flows expected to be generated, derived from the latest budget and forecast data which are reviewed by the Board. Budget and forecast data reflects
both past experience and future expectations of market conditions.

A vacant possession valuation basis is used to-approxirnate the fair value less costs to-dispose. This is not-considered to-be-a significant -accounting judgement.

The key assumptions in measuring the value-in-use are as follows:

Assumption Retail Segment Financial Services Segment
Cashflowyears/  — Derived from the Board approved cash flow projections for — Derived from the Board approved cash flow projections for
assumptions four years and then for owned stores, extrapolated into four years and then extrapolated over the remaining usefut
perpetuity with-an-assumed-growth rate-of 2:0%. lives-of the-assets being tested for impairrment with mo-assumed
— For leased stores, cash flows are taken to lease end with an growthrate.
assumed growth rate of 2.0% beyond the four-year forecast
period.

— Inthe case of properties identified for closure, cash flow years
relate to the remaining period that the store will trade for.

— Online grocery sales are fulfilled by individual stores and
therefore these cash flows are allocated to the individual store
CGUs which fulfit the online sales. In Argos, online GM&C sales
for Click & Collect are allocated to the individual store CGUs
which fulfil the online sales.

Discount rate — A post-tax discount rate representing the Retail segment's — A post-tax-discount rate representing the Financial Services
weighted average cost of capital (WACC), subsequently segment’s weighted average cost of capital (WACC),
grossed up to a pre-tax rate of 9.1%. subsequently grossed up to a pre-tax rate of 15.1%.

— The post-tax WACC has been calculated using the capital asset — The post-tax WACC has been calculated using a combination
pricing model, the inputs of which include a 20-year average of adjusted market analysis and the actual cost of debt on
risk-free rate for the UK, a UK equity risk premium, levered Tier 2 capital instruments.
de_b} Pr_g_rnium and risk adjustment and an average beta for — The discount rate is applied consistently to all individual product
the Group. CGUs and the collective CGUs which support the products.

— The discount rate is applied consistently to all individual store
‘CGUs and the‘Group of CGUs supported by Sainsbury's or
Argos stores.

For store pipeline development sites, where there are plans to develop the store, the carrying value of the asset is compared with its value-in-use using a
methodology consistent with the store CGU approach described above. Future cash flows include the estimated costs to completion. For sites where there is
no plan to develop a store, the recoverable amount is based on its fair value less costs to dispose.

1loday Sibajens

110day adueitIanon

Cm
-
3
[
=3,
a
2.
o
2
b

et
[~
=
can .
M.
=1
-~
"

t




156 Financial Statements . 3 Sainsbury plc Annual Report 2023

17 Impairment of non-financial assets continued

Climate change considerations .

The Group's scenario analysis performed as.part of the Task Force en Climate-Related Financial Disclosures (TCFD) report (refer to page 18) identified that the
most material climate: related risks were heat events, labour capacity; drought, flooding; regulation and changes in consumer preferences. Produce, Cotton,
Coffee, Tea, Clothing, Meat, Fish and Poultry (MFP), and Fuel were the product categories maost exposed to the climate-related ricks:

The most material transitional climate risk was in fuel. As such, the Group's current year impairment reviow included cash flow assumptions in relation to
the expected future revenue loss within the fucl categoery.-As such, the impairment conclusions reached have incorporated the expected climate-related risks
associated with fuel sales.

Other than fucl, changes in consumer preferences in MFP was identified as the risk most vulnerable to transitional risks and modelling this rick inisolation to
20301in a 1.5°C scenario calculated a €300 million to £350 million toss in revenue. The Group has considered what the impact that this revenue loss (if
unmitigated)-could have on the carrying value-of the Group's store-assets. in-doing so,a-corresponding reduction in margin-and therefore.cash flows-has been
modelled. Immaterial impairment risle were identified. As such; all other climate change related risks do not have a material impact en the Group’s
impairment considerations.

Output and sensitivities

tmpairment charges recognised in the Retail Segment relate to both sites identified forclosure as part-of the restructuring programme-as well-as
impairirents on stores that will continue to trade but for which the cash flows no longer support the carrying amount of the a3sets. There were no charges
recognised in the Financial Services Segment. The overall charges are as follows:

Restructuring
prog P Total
£m £m £m
Impairment of property, plant and equipment 8 141 149
Impairment of leased assets 21 122 143
Impairment of intangible assets 5 18 23
34 281 315

Of the above assumptions, the value-in-use calculations are most sensitive to changes in the discount rate, forecast cash flows, and the long-term growth
rate used beyond the forecast four year forecast period. The table below sets out the key sensitivities performed on the value-in-use models and considered
thie reasonable possible changes inthese assurnptions. Thie tmpact of chianging one sensitivity does not have a consequential impact an other consitivitics.

Increase/(decrease) inimpairment

Sensitivity area Sensitivities £m
Discount rate Increase of 2% © 183
Decrease of 2% (105)
Cash flows Increase of 10% ‘ 77
Decrease of 10% 57
Long-term growth rate Increase of 0.5% (30)
Decreaseof 1% 58
Goodwill

Goodwill was separately tested at the year-end as required under IAS 36. Goodwill comprises the following:

2023 2022

£m £€m

Jacksons Stores Limited 18 28
Home Retail Group . 119 119
Sainsbury’s Bank ple . 45 45
Nectar 147 147
Belts ‘Stores Limited 35 9
Other 18 18
352 366

Value in use calculations used to derive the recoverable amount of the CGU to which the respective goodwill has been allocated are based on the following
key-assumptions:

Assumption

Cash flowyears/  Cash flows relating to Home Retail Group, Sainsbury’s Bank plc and Nectar are derived from Board approved cash flow projections for

assumptions four years and then extrapolated into perpetuity with an assumed growth rate of 2.0%.
Cash flows relating to goodwill attributable to stores are consistent with the assumptions detailed above.
Discount rate A post-tax discount rate representing the Retail segment’s WACC, as detailed above, has been used for all goodwill balances, except

Sainsbury’s Bank plc where the post-tax discount rate representing the Financial Services segment’s WACC, as detailed above, has
been used.
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17 Impairment of non-financial assets continued

Jackson Stores Limited and Bells Stores Limited goodwill balances are allocated to individual store CGUs to which they relate, within the Retail segment
detailed.above. Home Retail Group goodwill is allocated to the collective Arges store.and non-stere CGUs. Sainsbury's Bank plc goodwill is allecated to the
Tnancial Services collective CGUs, as noted above. Mectar is a separate CGU.

Goodwill impairments of £14 million were recognised in the year as part of the year-end impairment review, detailed above. This impairment was in relation
to the store CGUs to which Jacksons Stores Limited and Bells Stores Limited goodwill amounts are atlocated to. There was no impairment identified at the
collective CGU level for Argos nor Financial Services, thus there was nil impairment in the Home Retail Group-er Sainsbury’s Bank plc-gooedwill amounts.

No impairments were recognised to Nectar goodwill.

Sensitivity analysis on the impairment tests for each group of cash-generating units to which goadwill has been allocated has heen perfarmed. The
valuations indicate sufficient headroom such that a reasonably possible changae to key assumptions wauld not result in any impairment. of gandwill,

While goodwill impairments of £14 million were noted on certain store CGUs to which Jacksons Stores Limited and Bells Stores Limited goodwill amounts are
allocated to, any reasonable possible changes in assumptions would not lead to changes in this impairment amaunt of more or less than £2 million

The headroom disclosed below for goodwill in Jacksons Stores Limited and Bells Stores Limited relates to all store CGUs to which these goodwill amounts
-are-allocated. Qverall, management-are satisfied that there-are no reasonable possible changes to-assumptions that would lead to furtherimpairments in
Jacksons Stores Limited, or impairments in any other goodwill.

Sensitivities (revised headroom)

Discount rate Cash flows
Carrying Decrease Increase Decrease Increase

amount Headroom of 2% of 2% of 10% of 10%

em £m £m £m £m £m

Jacksons Stores Limited 18 13 20 9 10 15
‘Home Retail Group 119 1,257 2,072 ‘803 1,050 1464
Sainsbury's Bank plc 415 418 525 338 358 477
‘Nectar UK 147 1165 1,692 871 1,031 1,300
Bells Stores Limited 5 1 1 - - 1
‘Other 18 21 41 10 16 27

18 Financial assets at fair value through other comprehensive income

Accounting policies

Financial assets that arc held for both the purpose of collecting contractual cach flows and to sell are classified as fair value thraugh ather comprehensive
income (FVOCI). They arc included in non-current assets unless managemant intends to dispose of the investment within 12 months of the balance sheet
date. Equity investments have been irrevocably designated as fair value through other comprehensive income. Subsequent to initial recognition at fair
value plus transaction costs, these assets are recorded at fair value at each period end with the movements recognised in other comprehensive income until
-derecognition-or impaired.-On-derecognition, the cumulative gain-or loss previously recognised in-other-comprehensive income reserves isfecognised inthe
income statement for debt instruments. Gains and losses on equity instruments are never recycled to the income statement. Dividends on financial assets
at fair value through other comprehensive income are recognicod in the income statemant when the entity's right tn receive payment is pstablished.

Interest on financial assets at fair value through other comprehensive income debt instruments is recognised using the effective interest method.
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2023 2022
tm ‘tm
Non-current
‘Equity
Other financial assets 17 382
Debt
Financial Services related investment securities 498 222
515 ‘604
Current
Equity
Other financial assets 366 -
Debt ‘
Financial Services related investment securities 128 196
494 196
1,009 800

The other financial assets predominantly represents the Group’s beneficial interest in a commercial property investment pool. The fair value of the other
financial asset is based on discounted cash flows assuming a property rental growth rate of 0 per cent (2022: 0 per cent) and a discount rate of nine per cent
(2022: seven per cent). There were no disposals in the current year (2022: nil) and no impairment provisions in either the current or the previous financial year.
Semsitivities are included in note 28. This is recognised as a‘current asset as the proparty investment pool ends in the next 12 months,
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19 Inventories

Accounting policies

nventories comprise goods held for resate and arevalued on a ‘standard cost or weighted average cost basis which approximates to actual cost. and carried
at the lower of cost or net realisable value. Net realisable value represents the estimated selling price less all estimated costs of completion and costs to be
incurred in marketing, selling and distribution. Cost includes all direct expenditure and other appropriate attributable costs incurred in bringing inventories
to their present location and condition. Provision is made for obsolete, slow moving or damaged items where appropriate.

a'march B'March

2023 2022

. £m €m

Gross finished goods 2,026 1930
Inventory provision (127) (133)
Inventory recognised on Group balance sheet 1,899 1,797

The amount of inventories recognised as an expense and charged to cost of sales for the 52 weeks to 4 March 2023 was £25,198 million (2022: £22,499 million).

Inventory losses.and provisions recognised as-an expense for the year were £613 million {2022: £511 million).

20 Trade and other receivables

(@) Trade and other receivables

Atcounting poticies

Trade and other receivables are non-interest bearing and are on commercial terms. They are initially recognised at fair value and subsequently measured at
amortised cost less allowances for expected credit losses, using the simplified approach under IFRS 9, with adjustments for factors specific to each receivable.

2023 2022
£m £m

Non-current

Other receivables ' 28 41

Prepayments . 28 24
56 65

Current

Trade receivables 141 148

Other receivables ' ] 308 363

Accrued income 4 -

Prepayments 174 172

627 683

Trade and other receivables inctude £88 million (2022: £76 million) relating to supplier anén‘gem‘eﬁts‘Wh‘ere there is no right of offset. Refer tonote 8. In
addition, current other receivables of £308 million (2022: £363 million) include £142 million (2022: £171 million) of bank funds in the course of settlement. The
carrying amounts of trade and other receivables are denominated in pound sterling.

(b) Allowance for expected credit losses

The Group’s exposure to credit risk arising from its retail operations is minimal given that the customer base is large and unrelated and that the overwhelming
majority of customer transactions are settled through cash or secure electronic means. New parties wishing to obtain credit terms with the Group are credit
‘checked prior to invoices being raised -and credit limits are-determined-on an individual basis.

Not Oto6months 6to12months Over 1year

. past due pastdue past due past due Yotal

2023 . £m £m £m £m £m

Trade receivables 112 25 7 12 156

Other receivables 336 6 1 8 351

‘Gross-carrying amount - Trade and other receivables 448 31 8 20 507
Allowance for expected credit losses 7) (4] ) (16) (30)

‘Net carrying amount on balance sheet 441 29 3 4 477

Not Oto6months  6to12months Overiyear

pastdue pastdue pastdue pastdue Total

2022 £m £m £m £m £m

Trade receivables 136 15 6 5 162

Other receivables 403 5 2 10 420

Gross carrying amount — Trade and other receivables 539 20 8 15 582
Allowance for expected credit losses (6) 5) 7) 12 {30)

Net carrying amount on balance sheet 533 15 1 3 552

(c) Major counterparties
The Group has four (2022: five) major counterparties totalling £176 million (2022: £124 million). No major counterparty balances are considered overdue
or impaired. .
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21 Amounts due from Financial Services customers and other banks

Accounting policies A

‘Loans and advances are initially vecognised at fair value and subsequently held at amortised cost, usihg the effective interest methiod, less provision for
impairment and recognised on the balance sheet when cash is advanced.

Refer to note 29 for a detailed description of the accounting policies applicable to financial assets and note 28 for the accounting policies applicable to
impairment of financial assets. :

2023 2022
£m £m
Non-current
Loans and advances to customers 1,959 2,069
Impairment of loans and advances to customers (51) (43)
1,908 2,026
Current
Loans and advances to customers .. 3,573 3,202
Loans and.advances to banks ' - . 100 121
Impairment of loans and advances to customers ' (189) (160)
3,484 3163

Eligible personal and mortgage loans with applicable haircuts are used as collateral for the bilateral personal loans securitisation facility and the Bank of
England's Term Funding Scheme with additional incentives for Small and Medium-sized enterprises (TFSME) and Indexed Long-term Repo (ILTR) facilities.

As at-4-March 2023, £494 miltion(2022: £638 million)of Personal'Loans assets, including £80 miltion (£80 million)-of toans indirectly-encumbered via the
Bank's securitisation facilities, and £459 million (2022: £626 million) of Mortgage assets were pledged to the Bank of England facilitating funding of £660
million (2022: £661 million) from the TFSME and £nil (2022: £225 mitlion) from the ILTR.

A further £137 million (2022: £69 million) of Personal Loans assets were pledged lndlrectlg via the Bank's securitisation facilities generating £100 million (2022:
‘€50 million) of funding via ‘sale and repurchase agreemerits and collateral swaps.

Refer to note 28 for further details on Financial Services impairments of loans and advances.

22 Assets held for sale

Accounting policies .

Assets-are.classified.as held for sale if their carrying-amount is to be recovered principally threugh a sale transactionrather than through continuing use. This
condition is regarded as met only when the sale is highty probable within one year.from the date of classification and the assets are available for sale in their
present condition. Assets held for sale are stated at the lower of the carrying amount and fair value less costs to dispose.

2023 2022

£m £m

Opening balance : ' 8 24
‘Classified-asheld for sale intheyear ) 5 -
Sold in the year ) ) 5) (16)
Closing batance : 8 8

For the remaining assets, the sale is still considered probable in the next financial year and so they remain classified as held for sale. The fair value of assets
held for sale'is based on independent market valuations of the assets.
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23 Trade and other payables

Accounting policies

Trade payables are inttially tecognised at fairvalue and subsequently measimed at amartised cost. Armourits are presented net of supplier arrangemerts due
where there is a contractual right of offset.

2023 2022
£m £m
Current )
Trade payables 3,361 2,965
Other payables 596 675
Accruals ' 538 565
Deferred income 332 341
4,837 4,546
Non-current
Other payables - 1
Accruals - 2
Deferred income - 11
- 24
Deferred income
The following table presents-a reconciliation of deferred income during the year:
2023 2022
£m £m
Opening balance 352 406
Revenue deferred ih the year 390 282
Revenue recognised in the year which has previously been deferred (350) (336)
Closing batlance 342 352

The deferred revenue balance includes £315 million (2022: £327 million) in relation to deferred Nectar points.

Foreign currency risk
The Group has net euro.denominated trade payables of £35 million (2022: £53 million} and US dollar denominated trade payables of £86 million {2022:
£119 million).

Supplier financing arrangements

The Group has supply chain finance programmes in place. The programmes act as an alternative source of financing for the suppliers who have the option

to trade their invoices with funding providers in order to receive cash earlier than the invoice due dates. The payment terms offered to suppliers who are party
to the supply chain finance programmes are within standard supplier payment terms and agreed directly between the Group and the supplier.

Balances outstanding under the supplier financing arrangements are classified as trade payables, and cash flows are included in operating cash flows,
since the financing arrangements are agreed between the supplier, the funding providers and the third-party platform providers. The Group does not provide
additional credit enhancement nor obtain any working capital benefit from the arrangements.

Included in trade payables-at 4 March 2023-are amounts-of £607 million (2022: £355 million)-drawn by suppliers who are partyto the supply-chain finance
programmes.

24 Amounts duc to Financial Services customers and banks

Accounting policies
With the exception of fixed rate bonds, amounts due to Financial Services customners are generally repayable on demand and accrue interest at retail
deposit rates.

2023 2022
£m £m
Current

Customer accounts 4,360 4,083
Other deposits 520 361
4,880 4,444

Non-current
Customer accounts 374 152
Other deposits 692 663
1,066 815

Other deposits of £1,212 million (2022: £1,024 million) relate to deposits from wholesale counterparties, including the Bank of England.
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25 Provisions

Accounting policies and key information

Provisions are recognised when the Group has apreserit legal or constructive obligationas avesult of a past evertt, it is probable that an outflow of econormic
recourses will be required to settle the obligation and where the amount can be reliably estimated.

Provisions are measured at managements best estimate of the consideration required to settle the obligation at the reporting date and discounted using
a pre-tax rate that reflects current market assessments where the time value of money is deemed material. An increase in the provision due to the passage
of time is recognised as aninterest expense.

Provisions for onerous contracts are recognised when the Group believes that the unavoidable costs of meeting or novating the contract exceed the economic
benefits expected to be received under it. Where assets are dedicated to the fulfilment of a contract that cannot be redirected to other parts of the Group,
an impairment charge would be recognised to reduce the carrying value of the assets to nil before recognising a separate onerous contract.

A restructuring provision is recognised when the Group has developed a detailed formal plan and has raised a valid expectation in those affected that it will
carry out the restructuring by starting to implement the plan or announcing its main features to those affected by it. The measurement of a restructuring
provision includes only the direct expenditures arising from the restructuring.

Property provisions

Where the Group no longer operates from a leased property, onerous property contract provisions are recognised for the least net cost of exiting from the
contract. The arounts provided are based oh the Grotip’s best estimates of the likely committed outflows and site closure dates. These provisions do'hot
include rent in accordance with IFRS 16, however do include unavoidable costs related to the lease such as service charges and insurance.

Property provisions also include provisions for dilapidations which are recognised where the Group has the obligation to make-good its leased properties,
which is when a decision to exit a lease has been made. This is the point at which a reliable estimate of the expected cost for dilapidations can be made.
These provisions are recognised based on historically settled dilapidations which form the basis of the estimated future cash outflows. Any difference
between amounts expected to be settled and the actual cash outflow will be accounted for in the period when such determination is made.

Where the Group is able to exit lease contracts before the expiry date or agree sublets, this results in the release of any associated property provisions. Such
events are subject to the agreement of landlords, therefore the Group makes no assumptions on the ability to either exit or sublet a property until a position is
agreed. Utilisation of the above amounts is expected to be incurred in conjunction with the profile of the leases to which they relate.

Insurance provisions

The provision relates to the Group’s outstanding insurance claims liabilities in relation to public and employer’s liability claims, and third party motor claims.
Claims provisions are based on assumptions regarding past claims experience and on assessments by an independent actuary and are intended to provide
a best estimate of the most likely or expected outcome.

Restructuring provisions
The current year charge relates to redundancies announced as part of Argos store closures, depot closures, and the exit of operations in Ireland. Utilisation of

TeStrUCtUring Provisionsis expected to be'incdried in Tine with the tlosure date of the site to which the provision relates.
Financial Services related provisions

Financial Services loan commitment provisions reflect expected credit losses modelted in relation to loan commitments not yet recognised on the balance
sheet, including on credit cards and Argos store cards.

Other Financial Services related provisions are primarily in relation to Argos Financial Services customers in respect of potential redress payable arising from
the historic'sales of Payment Protection Insurance (PPI).

The eventual cost is dependent on response rates, uphold rates, complaint rates, redress costs and claim handling costs. The provision represents management’s
best estimate of future costs. These assumptions are inherently uncertain and the ultimate financial impact may differ from the amount provided.

Financial
Services
Property Insurance related Other
P f provist Rostructuring P p Fotal
£m £m £m £m £m fm
At 6 March 2022 140 62 29 26 14 271
Additional provisions 26 30 64 S - 125
Unused amounts reversed (33) @ 3 @ 1) @2)
Utilisation of provision (19) (29) (32) @ - (82)
At 4 March 2023 114 59 58 28 13 272
Current 55 19 30 28 8 140
Non-current 59 40 28 - 5 132
At 7 March 2021 164 67 54 26 38 349
Additional provisions 9 34 44 6 1 94
Unused amounts reversed . 7) (5) B (5)] (3) (24) (S5)
Utilisation of provision (27) (34) (53) (3 ] (118)
Amortisation of discount 1 - - - - 1
At 5 March 2022 140 62 29 26 14 271
Current 16 22 .28 26 8 100

Non-current 124 40 1 - 6 171
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25 Provisions continued

Climate change considerations A
The Group takes into account the potential impact of climate changeon its tegal and constructive obligations, such as potential changes in regulations related
to carbon emissions, environmental liabilities and natural disasters. The Group also considers the potential impact of climate change on the costs of
complying with environmental regulations and the costs of natural disasters. The Group has reviewed its provisions and concluded that no adjustments need
to be made for climate change risks, nor that any new provisions need to be recognised for climate-related matters.

‘Significant estimate —provisions

The Group's provisions are estimates of the actual costs and timing of future cash flows, which are dependent on future events and market conditions. Thus
* thereis inherently an-element of estimation uncertainty within the provisions recognised by the Group. Any-difference between-expectations-and the actual

future liability will be accounted for in the period when such determination is made.

The provisions are most sensitive to estimates of the future cash outflows. The following table summarises the impact that a reasonable possible change in
expenditure required to settle the present obligation at the end of the reporting period would have had on the amounts recognised during the year.

Increase/(decrease) in provisions recognised

‘Property nsurance ‘Other
provisions provisions  Restructuring provisions Total
£m £m £m £m £m
Increase in cash outflow of 5% 6 3 3 1 13
Decrease in cash outflows of 5% 6 3) 3 @ (13

Sensitivities on Financiat Services ECL provisions are included in note 28, therefore not included in the above.

26 Called up share capital, share premium and merger reserve

Accounting policies

Ordinary shares are classified as equity instruments. Incremental costs directly attributable to the issue of new ordinary shares or options are shown in equity
as a deduction, net of tax, from the proceeds.

2023 2022 2023 2022
million million £m £m
Called up share capital
Allotted and fully paid ordinary shares 28 4/7p 2,352 2,336 672 668
Share premium account
Share premium 1,418 1,406
The movements in the called up share capital, share premium and merger reserve are set out below:
Number of Share
ordinary Ordinary premium Merger
shares shares account Teserve
wiMton ‘fm ‘€ ‘£m
At S March 2022 2,336 668 1,406 568
Allotted in respect of share option schemes 16 4 12 -
At 4 March 2023 2,352 672 1,418 568
At 6 March 2021 2231 637 1173 568
Allotted in respect of share option schemes 14 5 17 -
Allotted in respect of Hybrid Convertible bond payment 91 26 216 =
At'5March 2022 2,336 668 1,406 568 .

For the'year-ended 4 March 2023, 15,987:425 Ordinary shares (2021/22: 14,541,968) with a nominal vatue of 28 4/7p-each were issued forconsideration-of
£16 million (2021/22: £22 million) to satisfy awards under the Group's share options schemes.

During theyear-ended 5-March 2022, the Group redeemed the £250 million perpetual convertible bonds, -of which £242 million were-converted to shares.
As such, the Group issued 91,026,265 Ordinary shares to settle its liability, increasing share capital and share premium by £26 million and £216 million
respectively.
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27 Capital redemption and other reserves

W
Movernents in retained eamings during the reported periods are presented within the consolidated statement of changes in equity. Movements within g
individual reserves that are accurnulated and presented as ‘Other Reserves’ within the consolidated statement of changes in equity are as follows: 3‘5
Financial asset_s ?g:
at -~
fair value
Currency through other Capfital
ranslation ‘Owh'Share tomprehhsive ‘Cashflow Total'other ‘Yeauiptioh
Teserve Reserve income hedge reserves reserve
£m £m £m £m £m £m
At 6 March 2022 @) (68) 293 117 341 680
Currency translation differences 49 - - - 4 -
Financial assets at fair value through other comprehensive - - 2 - 2 -
income movements .
Cash flow hedges gains and losses transferred to inventory - - - (139) 139%) - o
Items reclassified from financial assets at fair value through - - 1) - @) - r_<|3
othercomprehensive income reserve §
Cash flow hedges effective portion of fair value movements - - - 93 93 - 2
Tterns veclassified fiorh tash flow hedge Teserve - - o)) a”n (18) - é’
Purchase of own shares - (45) - - (as) - S
Allotted inTespect of share schemes - 23 - - 23 -
Deferred tax - - - 14 14 -
At 4aMarch 2023 4 3 (90) 293 68 274 ‘680
At'7Marth 2021 - (33) 251 84) - 134 '680
Currency translation differences §)] - - - (1) -
Financial assets at fair value through other comprehensive - - 71 - 71 -
income movements 3
‘Cash flowhedgesgains and losses transferred to inventory - - - 28 28 - 5
Items reclassified from financial assets at fair value through - - 4 - 4 - ;g__' .
other.comprehensive income reserve A
Cash flow hedges effective portion of fair value movements - - - 204 204 - %
ltems reclassified from cash flew hedge reserve - - - 7 7 - ‘3
Purchase of own shares - (48) - - (48) - @
Allotted in respect of share schemes - 14 .- - 14 -
Other adjustments - 1 - 16 15 -
Deferred tax - - {33) (54) {87) _
At 5 March 2022 (1) (68) 293 117 341 680

The Group has reclassified the Own Share Reserve of £68 million as at 5 March 2022 and £33 million as at 6 March 2021 from Retained earnings to Capital
redemption and other reserves to provide greater clarity to users over the Group’s accumulated profits and losses as well as to better align the nature of
reserves presented cumulatively within the Statement of changes in equity. Retained earnings and Capital redemption and other reserves have subsequently
been adjusted for the year ended 5 March 2022 from £4,692 million and £1,088 million to £4,760 million and £1,021 million respectively, and at 6 March 2021
from £3,228 miltion and £847 million to £3,261 miltion and £814 million respectively.

Currency translation reserve
The currency translation reserve accumulates foreign exchange differences arising on the translation of net assets in foreign operations which are recognised
in Other Comprehensive Income. The cumulative amount is reclassified to retained earnings when the related investment is disposed.

Own share reserve
The own share reserve represents the cost of shares in the Company held by the ESOT. The number of shares held by the ESOT, outlined in the table below, are
held for potential awards under outstanding employee share award plans.

4 March 2023 S march 2022
Number of Number of
ty '] ‘Market ‘Nominal ‘Ordinary
Value Value shares : Value Value shares
£m £m mitlion £m £m million
Investment in own shares 99 10.7 373 66 76 266
Maximurm number of shares held during the period 83 10.9 38.0 75 77 27.0

Investment in own shares are recorded at cost. net of directly attributable costs for the purchase of issued, or issuance of new shares. Costs related to
-administering the £SOT are recognised within the Incorme Staternent when incurred. The retated-cost is transferred to retained earnings when shares-are
issued by the ESOT to employees to satisfy employee share awards.

During the period, the ESOT acquired 20.0 million of the Company’s Ordinary shares via market purchase for cash consideration of £45 million (2022: 16.3
million shares via market purchase for cash of £48 million). The ESOT subsequently disposed of 9.3 million (2022: 6.9 million) Ordinary shares in the Company
‘bywayof distribution to settle outstandingemployee‘share awards.

The ESOT has waived its right to receive dividends and has agreed to abstain from exercising their right to vote.
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27 Capital redemption and other reserves continued

Financial assets at fair value through other comprehensive income
The financial assets at fair value through other comprehensive income reserve represents the fair value gains and losses on the financial assets at fair value
through other comprehensive income held by the Group.

Cash flow hedge reserve
The cash flow hedge reserve represents the effective portion of gains or losses on derivatives designated and that qualify as cash flow hedges. Amounts are
transferred to the balance sheet and included within the initial cost of the asset in which is being hedged, or to the income statement, as.appropriate.

Capital redemption reserve

The capital redemption reserve represents the aggregated nominal value of shares redeemed and subsequently cancelled by the Group. The balance relates
to the redemption of class B shares following shareholder approval at the Company's Extraordinary General Meeting on 12 July 2004 to return £680 million of
share capital. The final redemption date for B shares was 18 July 2007 and all transactions relating to the B shares have now been-completed.

28 Financial risk management

The principal financial risks faced by the Group relate to liquidity risk, credit risk, market risk (foreign currency risk, interest rate risk and commodltg risk)
and capital risk.

Financial risk management is managed by a central treasury department in accordance with policies and guidelines which are reviewed and approved by
the Board-of Directors. The risk management policies are-designed to minimise potential adverse-effects-on the Group's financial performance by identifying
financial exposures and setting appropriate risk limits and controls. The risk management policies also ensure sufficient liquidity is available to the Group to
meet foreseeable financial obligations and that cash assets are invested safely.

Financial risk management with respect to Financial Services is separately managed within the Financial Services’ governance structure.

Liquidity risk
Liquidity risk is the risl that the Group may be unable to meet its financial obligations as they fall due,

The principal operational cash flow of the Group is largely stable and predictable reflecting the low business risk profile of the food retail sector and the
cyclical profile of the non-food retail sector. Cash flow forecasts are produced to assist management in identifying future Tiquidity requirements. The Group's
liquidity policy sets a minimum funding headroom of £500 million in excess of forecast funding requirements over a rolling 12-month time horizon. The Group
manages its liquidity risk by maintaining a core of long-dated berrewings, pre-funding future cash flew commitments.and helding contingent.committed
credit facilities.

Ttie Group has a £1.575 million unsecured committed Facility which consists of a £1,000 million Revolving Credit Facility and a £575 million Term Loan.

The Revolving Credit Facility is split into two Facilities, a £500 million Facility (A) and a £500 miltion Facility (B). Facility A has a maturity of December 2026
and Facility B-has-a maturity-of December 2027. The Term Loan has-a maturity of March 2026. The Revolving Credit Facility and Term Loan were-undrawn-at
4 March 2023.

A3 detailed in note 23, some suppliers have access to supply chain finance facilities, which allows these suppliers to henefit fram the Group's credit. profile.
The total size of the facility at 4 March 2023 was £1,054 million (2022: £1,101 million) across a number of banks and platforms. The amount utilised was £607
million with headroom-of £447 million. The tevel of utilisation is dependent-on the individual supplier requirements-and varies significantly-over time,
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28 Financial risk management continued

The table below analyses the Group's financial liabilities into relevant maturity groupings based on the remaining period to the contractual maturity date.
The amounts disclosed in the tables are the contractual undiscounted cash flows or an estimate of cash flows in respect of floating interest rate liabilities.

Less than Oneto Two to More than
one year ‘two years Five years five years
At 4 March 2023 £m £m £m £fm
Non-derivative financial liabilities
Secured loans:

Loan due-2031* (79) {82) {272) {289)
Trade and other payables (4,495) - - -
Amounts-due to Financial Servicescustomers-and banks? {5,101 {359) {766) -
Derivative contracts — net settled
Commodity contracts @ 1 - -
Interest rate swaps in hedging relationships*? 28 - 13 4 4q
Other interest rate swaps — Sainsbury's Bank 4 - - -
Derivative contracts — gross settled
Foreign exchange forwards —outflow? {1,560) {222) - -
Foreign exchange forwards - inflow * 1,602 220 - -
Commodity contracts —outflow {16) {28) {59) {169)
Commaodity contracts — inflow 44 58 116 200

Less than One to Twoto More than
one year two years five years five years
AtS March 2022 £m £€m £m £m
Non-derivative financial liabilities
Secured loans:

Loan due 2031! (76) (80) (265) (378)
Unsecured loans

Bank overdraft . (7) - - -
Trade and other payables (4,205) (13) - -
Amounts due to Financial Services customers and banks? (4,444) (109) (708) -
Derivative contracts - net settled
Commodity contracts 22 2 - -
Interest rate swaps in hedging relationships*? 4) 7 4 1
Derivative contracts — gross settled
Foreign exchange forwards — outflow* (1.680) 233 - -
Foreign exchange forwards - inflow* ' 1707 234 - -
Commodity contracts — outflow R )] (25) 62) (56)
Commodity contracts — inflow 82 55 102 109
Assumptions:

1. Cash flows relating to debt and swaps linked to inflation rates have been calculated using a RP1 of 5 per cent for the year ended 4 March 2023. 5.0 per cent for the year ending 2 March 2024 and 5.0 per cent for future
-years{2022-RPI of 1:4 per-centforthe-yearending S March-2022-and 5 per-cent-foryears-2023-andbeyond).

2. Cash flows retating to amounts due to Sainsbury’s Bank customers and banks are calculated using contractual terms and interest rates for fixed rate instruments, Where balances are contractually repayabte on
demand, behavioural assumptions are applied to estimate the interest payable on those balances. These are shown as due within one year.

3. The swap-rate that matches the remaining term of the.interest rate swap as.at 4 March 2023.has been used to calculate the floating rate cash.flows over the life of the interestsate swaps shown.above.(2022: § March 2022).

4. Cash flows in foreign currencies have been transtated using spot rates as 4 March 2023 and 5 March 2022.

Financial services

Liquidity risk is the risk that Sainsbury's Bank and its subsidiaries (the Bank) cannot meet its payment obtigations as they fall due, or can only do so at
excessive-cost. The Bank seeks to-ensure that financial obligations can be met at all times. even-under liquidity stress-conditions.

The annual Internal Liquidity Adequacy Assessment Process (ILAAP) enables the Bank to:

(1) Ideritify and assess its most retevartt tiquidity Tisk drivers;

(2) Quantify its liquidity needs under various stress scenarios; and

(3) Put in place appropriate limits-and-controls to mitigate liquidity risks.

In meeting its internal limits as well as PRA requirements, the Bank maintains a stock of high quality liquid assets that can be readily monetised by outright
sale or repurchase agreement to meet the Bank’s obligations to depositors and other creditors.

The Bank's Liquidity Coverage Ratio {LCR) and Net Stable Funding Ratio (NSFR) are regularly monitored and forecast alongside cash flow.and funding ratios.
Long term and short term forecasts are prepared to assess liquidity requirements, taking into account factors such as ATM cash management, contractual
maturities and customer deposit pattemns (stable or less stable deposits) as well as outflows regarding undrawn commitments. These reports support daily
liquidity management, with early warning indicators reviewed on a daily basis and appropriate triggers for escaiation and action in line with risk appetite,
Liquidity and Funding Policy and Liquidity Contingency Plan. Asset encumbrance ratios and risk indicators for wholesale funding are also regutarly monitored
and reported to the Asset-Liability Committee (ALCO).
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28 Financial risk management continued

Asset encumbrance
2023 2022
Matching Matching
Carrying liabilities, Cartying - liabilities,
value of contingent value of contingent
encumbered liabilities or encumbered liabilities or
assets securities tent assets securities lent
£m £m £m £m
‘Loans and advances to‘custormers 1,116 760 1,365 885
Debt securities - - 157 75
‘Other assets 64 - 40 27
Cash and balances with central banks 15 - 15 -

The primary sources of encumbrance in the Bank relate to margin requirements for derivative transactions and collateral relating to secured funding
transactions. Cash collateral is advanced and received as variation margin on derivative transactions, whilst eligible treasury assets (primarily Gilts and
Treasury bills) are pledged as collateral for initial margin requirements on derivatives which are centrally cleared. Eligible personal loans and mortgages, with
applicable haircuts, are used as collateral for Bank of England funding facilities, the Term Funding Scheme with additional incentives for SMEs (TFSME) and
Indexed Long Term Repo (ILTR) facilities.

Credit risk

a. Retail credit risk management .

Counterparty credit risk is the risk of a financial loss arising from counterparty default or non-performance in respect of the Group's holdings of cash and
cash equivalents, derivative financial assets, deposits with banks, investments in marketable securities, trade and other receivables and loans and advances
to customers.

Specifically within Financial Services, retail credit risk is the possibility of losses arising from a retail customer failing to meet their agreed repayment terms
as they fall due under mortgage, unsecured personal loan, credit card, store card or monthly payment plan arrangements. The Financial Services division
utilise automated scorecards to assess the credit worthiness and affordability criteria of new applicants and ongoing behavioural characteristics of existing
customers. The outcome from all scorecard models is monitored utilising a set of credit quality metrics to ensure actual performance is in line with agreed
expectations. Additional expert underwriting of credit applications is undertaken by a specialist operational team where further consideration is appropriate.

The Retail Credit Risk Committee of Sainsbury’s Bank provide portfolio oversight control over credit strategy to maintain lending in line with the Board
approved risk appetite, with additional oversight and control provided by the Executive Risk Committee and Board Risk Committee. Internal Audit provide
additional assurance by undertaking regular reviews on the adequacy of credit risk policies and procedures.

b. Wholesale and derivative credit risk management

The Gioup {excluding Financial Services) sets counterparty limits for each of its banking and investment counterparties based on their credit ratings.and

credit default swap pricing. The minimum long-term credit rating accepted by the Group is BBB- (Standard & Poor’s and Fitch) or Baa3 (Moody's) or, in the
" case of pound sterling liquidity funds, AAA or Aaa/MR1+ from Moody's. In the event of a split credit rating, the lower rating applies.

The table below analyses the Group’s (including Financial Services) cash and cash equivalents by credit exposure excluding bank balances, store cash, cashin
transit-and-cash-at ATMs.

Group Group

2023 2022

Counterparty Long-term rating £m £m

Financial institutions —Money market funds AAA/Aaa 140 -

Financial institutions — Money market deposits AAA/Aaa 50 -

Financial institutions — Money market deposits AA+/AaltoA/A2 215 25

Deposits at central banks AA+/Aal 345 234
The table below analyses the fair value of the Group’s derivative financial assets by credit exposure, excluding any collateral held.

Group Group

2023 022

Counterparty Long-term rating £m £m

Interest rate swaps AA+/Aalto A/A2 99 35

Inflation rate swaps AA+/Aalto A/A2 2 )

FX forward contracts AA+/Aalto A/A2 49 46

Commodity forward contracts AA+/Aalto A/A2 7 25

The Bank'’s treasury portfolio is held primarily for liquidity management purposes and in the case of derivatives, for the purpose of managing market risk
The liquidity portfolio is invested in eligible investment securities that quatify for the requlatory Liquidity Coverage Ratio {LCR) and internal Operational
Liquidity Poot (OLP). These investments include the Bank of England’s (BoE) reserve account, UK government securities (gilts or Treasury bills), muitilateral
-development bank securities, government-guaranteed agency securities, UK regulated-covered bond programimesand asset backed securities.

Limits are established for all counterparty and asset class exposures based on their respective credit quality and market liquidity. Consideration is also given
to geographical region and the strength of relevant sovereign credit ratings. Derivatives are subject to the same credit risk control procedures as are applied to
other wholesale market instruments and the credit risk arising from mark to market derivative valuations is mitigated by daily margin calls, posting cash
‘collateral to'cover-exposures. Daily monitoring is undertakenby the Bank's Treasury and Financial Risk Teams, including early warning indicators with
appropriate triggers for escalation.
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28 Financial risk management continued

c. Maximum exposure to credit risk
The table below shows the maximum exposure to credit risk for the components of the balance sheet, including derivatives. The maximurm exposure is
shown gross, before the effect of mitigation through the use of collateral agreements.

2023 2022
£m £m
Credit risk exposures relating to on balance sheet items
Loans and advances to customers and other banks 5,392 5,189
‘Cash and balantes with tentral banks 1,319 825
Derivative financial instruments (excludes level 3 instruments) 156 111
Investment securities 626 418
Other assets 477 552
Credit risk exposures relating to off balance sheet items ‘
Loan commitments 11 26
Total credit risk exposures 7,981 7121

The-commitments to tend-disclosed in the above table-do ot include undrawn limits on-credit -cards and store cards-of £8:674 million(2022: £8,777 mnillion).
These are not considered contractual commitments but, because in practice Financial Services does not expect to withdraw these credit limits from
customers, they are within the scope of impairment provisioning.

d. Impairment of financial assets

Accounting policies

Impairments on financial assets are accounted for using a 3-stage forward-looking expected credit loss (ECL) approach inline with IFRS 9. The Group is
required to record an allowance for ECL for all loans and other debt financial assets not held at FVTPL, together with loan commitments and financial
guarantee contracts.

ECLs are based on the difference between the tash flows due i accordance with the contract and all the cash flows that the Group expects toreceive,
discounted at an approximation of the original effective interest rate. The expected cash flows will inctude cash flows from the sale of collateral held or other
credit enhancements that are integral to the contractual terms.

For Financial Services portfolios of loans, such as credit card lending, storecard lending and personal loans, impairment provisions are calculated for groups

of assets, gtherwise impatrriverit is identified at a counterparty specific level. The allowanceis calculated by reference to the estimated probability of default

(PD), exposure at default (EAD) and loss given default (LGD). )

— The probability ‘of default represents the likelihood of a borrower-defaulting within 12 months from the balance sheet date or within the expected lifetime
of the borrower.

— Exposure-at-default represents the-expected amount-due from the borrower-at the point of default by reference to-exposure-at the balance sheet date
adjusted for expected future changes including repayments and utilisation of undrawn facilities.

— Loss.given-default represents the expected percentage loss-at the point of default relative to the EAD. The estimate takes into account utilisation-of any
expected collections and recoveries strategies, debt sale arrangements and collateral.

ECL 3 stage model

— Stage 1 - Impairment allowance on financial assets that have not significantly increased in credit risk since origination, nor are credit impaired, is
«calculated using the probability that-a borrower will-default within 12 months from the batance sheet date. interest income is recognised-on the gross
carrying value of the financial asset.

— Stage 2 — Where a financial asset exhibits a significant increase in credit risk {SICR) but is not yet considered to be credit impaired, the probability of
default considered in the impairment allowance is based upon the lifetime probability of the borrower defaulting. Interest income continues to be
recognised on the gross carrying value of the financial asset.

— Stage 3 — Assets considered to be credit impaired resulting from one or more events that have occurred that has resulted in a detrimental impact on the
estimated future cash flows of the asset. Stage 3 assets will continue to recognise lifetime expected impairment losses (with a 100% probability of default)
and interest income will be recognised on the net carrying amount {i.e. gross amount less impairment allowance).

Significant increases in credit risk
The Group determines whether there has been a Slgnlﬁcant increase in credit risk by reference to quantitative thresholds, qualitative indicators and the
backstop presumption that credit risk has significantly increased if contractual payments are more than 30 days past due.

Quantitative thresholds have been determined that when the lifetime PD of an instrument as at the reporting date has increased to greater than a specified
multiple of the erigination lifetime PD, a significant increase in.credit risk is. deemed to have occurred.

Qualitative tests are based around the Group's credit origination policy rules for Financial Services customers. These rules are in place at account origination
in order to decline accounts that may demonstrate risk factors outside of risk appetite that are not yet reflected in PD measures. At the reporting date, if an
account satisfies any policy decline rules that it had not at the point of origination, it will be considered to have significantly increased in credit risk.

There is no probationary period applied in respect of accounts that cure from stage 2 to stage 1. Transfer criteria have been subject to extensive analysis to
ensure that they appropriately reflect the flow of accounts from origination to default so as to maximise the number of accounts that flow through the
stages and minimise accounts that jump from stage 1 to stage 3, or that fail to enter stage 3 from stage 2.

The Group has-applied the low credit risk exernption in respect of its high quality treasury pertfolio held for liquidity purpoeses. This-exemption permits low
credit risk debt securities (i.e. those considered investment grade) to remain in Stage 1 without an assessment of significant increase in credit risk.
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Definition of default
The Group's definition of default is used in determining those accounts classified as stage 3 (i.e. credit impaired). The Group has chosen not to rebut the
backstop presumption prescribed by IFRS 9 that where an account is 90 days or more past its due date then default has occurred.

The Group'has also defined a number of unlikeliness-to-pay criteria that result in an accounit being deemed to'have defaulted. These include:

— Where operational collections activities have been exhausted on accounts that are less than 90 days past due and the account is subject to
Tetoveriey protesses

— If any forbearance has been granted on the account (see forbearance definition below).

— Where the customer is subject to insolvency proceedings

— Where the customer is deceased

Where an account no longer meets any of the default criteria, such as by bringing payments back up to date, the Group wilt continue to consider the
account as being in default for the probation period (24 months for Loans and Cards. and 12 months for Storecards}) from the date when it last met the
definition of default.

‘Write-off

Loans and advances to customers are written off (either partially or in full) when there is no realistic prospect of recovery. This is generally the case when
the Group determines that the borrower does not have assets or sources of income that could generate sufficient cash flows to repay the amounts subject.
to write-off.

‘Subsequent recoveries of amounts previously written off result in impairment gains recorded in the statement of comprehensive income.

Expected lifetime .
For the purposes of considering the lifetime probability of default, the expected lifetime of a financial asset is the contractual term where this is fixed within
the contract, or in the case of revolving products such as credit cards a behavioural life is determined by reference to historic trends.

Modified financial assets

When the contractual cash flows of a financial asset have been renegotiated or modified and the financial asset was not derecognised, its gross carrying
amount is recalculated as the present value of the modified contractual cash flows, discounted at the original effective interest rate with a gain or loss
recognised in the income statement.
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L
Loans and advances to customers per stage %
The tables below summarise the breakdown of the gross carrying.amount of leans.and advances to customers per stage. Unsecured lending represents s
Sainsbury's Bank credit cards and personal loan lending in addition to Argos storecards and monthly payment plan. Secured lending represents Sainsbury’s =
Bank mortgage lending. §
At 4March 2023 Stage1 Stage2 Stage3 Total
Unsecured lending £m £m £m £m
Impaired
Less than 3-months, but impaired - - 31 31
Over 3months - - 91 91
‘Recoveries - - 81 81
Total gross impaired loans - - 203 203

[
Past due 30 days to 3 months - .23 - ‘23 2
Past due less than30 days 10 26 - 36 3
Not past due 4,302 430 - 4,732 3
Total gross amount due 4,312 479 203 4,994 ;n?

o
Impairment
Impairment on gross balance (45) (51) (1449) (240)
Undrawn commitments impairment {12) @ . - {19)
Total impairment (57) (58) (144) (259)
Coverage 1.3% 12.1% 70.9% 5.2% .

FS

At 4 March 2023 Stage1 Stage 2 Stage3 Totat s
Securedlending . £m £m £m £m 2
Impaired ) 2
L-ess than 3 months, but impaired - : - - 5 5 av"
Over 3 months - - 1 1 g' '
Recoveries ) ) - - - - g
Total gross impaired loans - - 6 6 r"”

Past due 30 days to 3 months - - - -

‘Past-due fess than 30-days - 1 - 1
Not past due 533 41 - 574
Total gross amount due 533 42 6 581
impairment

Impairment on gross balance - - - -
Undrawn commitments impairment - - - -

Total impairment - - - -

Coverage 0.0% 0.1% 10.4% 0.1%
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AtS March 2022 Stagel Stage 2 Stage3 Total

Securedtending £m “fm ‘€m ‘£

Impaired

Less than 3 months, but impaired - - 31 31

Over 3 months - - 75 75

Retoveries - - ‘59 ‘59

Total gross impaired loans - - 165 165

Past due 30 days to 3 months - 20 - 20

‘Past due Tess than 30 days 1 29 - 40

Not past due 3815 465 - 4,280

Total‘gross amount due 3,826 514 165 4,505

Impairment

Impairment on gross balance (34) @7) (120) (201)
Undrawn commitments impairment (10) . (8) (Y (19)
Total impairment (44) (55) (121) (220)
Coverage 1.2% 10.7% 73.3% 4.9%

At5 March 2022 Stage1 Stage2 Stage3 Total

Secured lending £m £m £m £m

Impaired

Less than 3 months, but impaired - - 8 8

Over 3 months - - 1 1

Recoveries - - - -

Total gross impaired loans - - 9 9

Past due 30 days to 3 months - - - -

Past due less than 30 days - 1 - 1

Not past due 713 59 - 772

Total grass.amount due 713 60 9 782

Impairment

Impairment on gross balance - - @ 2
Undrawn commifments impairment - - - -
Total impairment - - (2 (2
Coverage 0.1% 0.7% 23.6% 0.4%
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P
The tables below present the reconciliations of ECL atlowances on loans and advances to customers, and to overail amounts held on the balance sheet: E*
i3
Stage1 Stage 2 Stage3 Total %
At 4 March 2023 £m £m £m £m B
Gross exposure -
Impaired - - 209 209
Past due but not impaired 10 50 ~ 60
Neither past due nor impaired 4,835 471 - 5,306
4,845 521 209 5,575
Allowance for expected credit loss
Opening loss allowance . (39 @7 (122) (203)
Transfers between stages 1) 22 1y - e
Additional provisions less amounts recovered 8) @ 8 @ g
Write-offs - 4 35 39 §
Changes in credit risk during the year 8 (28) (59) (79) .‘x",
Closing loss allowance @s) 1) (149) (400 T
Net exposure 4,800 470 65 5,335
Hedging fair value adjustment (43)
Loans and advances to other banks . 100
Net book value within amounts due from financial services customers on balance sheet 5,392
Stagel Stage 2 Stage3 Total ' -3
AtS March 2022 £m £m £m £m . g
" Gross exposure 2
Impaired - - 174 174 @
Past due but not impaired ' 11 50 - 61 ?.’:
Neither past due nor impaired 4528 524 - 5052 %
4,539 574 174 5,287 é
Allowance for expected credit loss
Openingloss-allowance (40) {63) (160) (263)
Transfers between stages 8 3 5) -
‘Additional provisions less-amoeunts recovered {6) 2 13 9
Write-offs - 1 78 79
Changes in-credit risk-during the year 4 16 48} 28)
Closing loss allowance (34) (47) (122) (203)
Net exposure 4,505 527 52 5,084
Hedging fair value adjustment (16)
Loans and advances to other banks 121
Net book value on balance sheet 5.189

Financial commitments

Sainsbury’s Bank has off-balance sheet commitments to extend credit to customers of £11 million (2022: £26 million). These commitments do not include
undrawn limits on credit cards and store cards of £8,674 million (2022: £8,777 miillion). These are not considered contractual commitments but, because
in practice Financial Services does not expect to withdraw these credit limits from customers, they are within the scope of impairment provisioning.

At the year-end, £20 million of expected credit loss provisions are recognised in respect of off-balance sheet loan commitments and undrawn limits in line
with IFRS 9 (2022: £19 million).
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Credit quality per class of loans and advances

The-Group-defines the following classifications for all toans and advances to-customers: High, Satisfactory, Low and Credit impaired. These are segmented
by 12 month probability of default (PD) under IFRS 9.

IFRS 912 monthPD
High quality: <=3.02%
Satisfactory quality >=3.03% —11.10%
Low quality >=1111%
Credit impaired 100%
Unsecured lending
Stage1 Stage2 Stage3 Total
At 4 March 2023 £m £m £m £m
High-quality 3,593 125 - 3,718
Satisfactory quality 641 215 - 856
Low-quality ' 78 139 = 217
Credit impaired - - 203 203
Total 4,312 479 203 4,994
Stagel Stage2 Stage3 Total
At5 March 2022 . £m £m £m £m
High quality 3401 233 - 3,634
Satisfactory quality 381 181 - 562
Low quality 44 100 - 144
Credit impaired - - 165 165
Total 3,826 514 165 4,505
Secured lending
Stage1 Stage 2 Stage3 Total
At4-March 2023 €m £m £m £m
High quality 533 30 - 563
Satisfactory-quality - 10 - 10
Low quality - 2 - 2
Credit impaired - - 6 6
Total 533 42 6 581
Stage1 Stage2 Stage3 Total
-At5March2022 . £m £m £m £m
High quality 713 59 - 772
Satisfactery-quality -~ 1 - 1
Low quality - - - -
Credit impaired - - 9 9
Total 713 60 9 782

e. Significant estimate — macro-economic scenarios

IFRS 9 requires that the measurement of ECL should reflect an unbiased and probability weighted amount that is determined by evaluating a range of
forward-looking economic assumptions. The Group has engaged an external supplier to provide economic forecasts which are subject to review, challenge
and approval through the Bank's governance processes.

The ECL models utilise 4 scenarios (2022: 4 scenarios) including a ‘base case’ scenario considered to be the most likely outcome together with an upside,
downside scenario and severe downside. The base case has been assigned a probability weighting of 40% with the upside, downside and severe downside
scenarios weighted 30%, 25%. 5% respectively (2022: base scenario 45%; upside, downside and severe downside scenarios weighted 35%, 15%, 5% respectively).
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The key macro-economic assumptions included in the ECL calculation (shown as five-year averages from the reporting date) were:

As at 4 March 2023

Severe

. Base Upside Downside downstide

. % % % %

‘Unemploymerit rate 53 as 6.2 76

Consumer price growth 34 29 38 43
Gbp 08 14 03 ©.3)

Mortgage debt as a percentage of household income 99.9 976 102.0 104.5
Real household disposable income 08 12 0.2 ©3)

Probability weighting (%) 40% 30% 25% 5%

Sensitivity analysis impact on‘impairmenit of 100 per cent weighting £25m £(125)m £12.9m £34.5m

f. Management overlags and post model adjustments (PMASs)

Overlays and PMAs are short-term increases or decreases to the ECL at either a customer or portfolio level to account for items that have not been fully
reflected in the existing models. Consistent with the most recent recommendations of the Taskforce on Disclosures about Expected Credit Losses (DECL), the
Group has defined overlays as adjustments made outside of the granular account level ECL calculation and PMAs as being calculated at granular account
level, most often in respect of known data or model limitations.

Internal governance is in place to regularly monitor management overlays and to reduce the reliance on management overlays through model recalibration
or redevelopment, as appropriate.

Management overlays and PMAs applied in estimating the reported ECL at 4 March 2023 are set out in the following table. The table includes adjustments in
relation to data and model limitations resulting from economic uncertainty related to the cost of living crisis. Tt shows the adjustments applicable to the
scenario weighted ECL numbers.

At 4 March AtS March

2023 2022

£m £m

Economic adjustment @ 10
‘Operational-overlays 1 5
Total (3) 15

The proportion of net overlays and post model adjustments is (1)% of the total ECL provision as at 4 March 2023 (2022: 9%).

Economic overlays are included where management judge the underlying models do not respond adequately to the economic scenarios. During the year, the
historic economic post model adjustment relating to COVID-19 was released, however, a new economic post model adjustment was introduced given the cost
‘of living-crisis and uncertainty around the potential impact the large inflation increase may haveon customer behaviour ‘or change in‘economic outtook.

The majority of the Operational overlays relate to model or data limitations that are manually corrected, whilst a permanent fix is being developed.

g. Collateral relating to loans and advances to customers

‘Mortgages held-over residential properties represent the-only-coltateral held by the ‘Group for retail exposures. The market value-of collateral‘held forimpaired

loans and loans past due but not impaired was £17 million (2022: £23 million).

An analysis by loan-to-value (LTV) ratio of the Group’s residential mortgage lending is presented below. The value of collateral used in determining the LTV
ratios has been estimated based upon the last actual valuation, adjusted to take into account subsequent movements in house prices.

Stage1l Stage 2 Stage3 Totat

At4'March 2023 *m *m m ‘em
Less than 70% 519 a1 S 565
70% 10'80% 14 1 1 . 16
80% to 90 % - . - -
‘90% to 100% - - - -
Greater than 100% - - - -
Total mortgages 533 42 6 581
‘Stage't ‘Stage’2 ‘Stage3 Total

AtS March 2022 £m £m £m £m
Less than70% 607 57 8 672
70% to 80% 102 2 1 105
80% to 50% : 4 1 - 5
90% to 100% - - - -
Greater than 100% - - - -

Total mortgages 713 60 9 782
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h. Forbearance

The Group provides support to customers who are experiencing financial difficulties. Forbearance is defined as relief granted by a lender to assist customers
in financial difficulty, through arrangements which temporarily allow the customer to pay an amount other than the contractual amounts due. These
temporary arrangements may be initiated by the customer or the Group where financial difficulty would prevent repayment within the original terms and
conditions of the contract.

The mainaim of forbearance is to support customers in retuming to.a position where they are able to meet their contractual ebligations.

The Group haswell defined forbearance policies and processes. A number of forbearance options are made available to customers. These include
arrangements to repay arrears over a period of time by making payments above the contractual amount, that ensure the loan is repaid within the original
repayment term and short-term concessions, where the borrower is allowed to make reduced repayments (or in exceptional circumstances, no repayments)
‘on-a temporary basis to-assist with short-term fimancial hardship.

The table below details the values of secured and unsecured advances that are subject to the Group's forbearance programmes:

2023 2022
Gross loans Forb Forb Grossloans and Forb e Forbx ]
and advances as a total of covered by advances as a totat of covered by
subject to loans and impairment subject to loans and impairment
for a provis| forb advances provision
£m % % £m % %
Unsecured 61 12 69.1 52 12 720
Secured 1 0.2 4.5 2 0.3 257
TJotal 62 11 681 54 1 70.1

Market risk

The Group uses forward contracts to hedge foreign exchange and commaodity exposures, and interest rate swap contracts to hedge interest rate exposures.
The use of financial derivatives is governed by Board approved policies which prohibits the use of derivative financial instruments for speculative purposes.

a. Foreign currency risk
‘Currency risk is the risk of increased costs aristng from unexpected movements in-exchange rates impacting the Group's foreign-currency-denominated
supply contracts.

The Group's currency risk policy seeks to limit the impact of fluctuating exchange rates on the Group’s income statement by requiring highly probable foreign
currency cash flows to be hedged. Highly probable foreign currency cash flows, which may be either contracted or uncontracted, are hedged on a layered
basisusing foreign-currency forward-contracts.

The Group has exposure to currency risk on balances held in foreign currency denominated bank accounts, which may arise due to short-term timing
differences on maturing hedges and underlying supplier payments.

TheGroup-considers that a ten per-cent movement in-exchange rates-against pound sterling is-a reasonable measure-of volatility. The impact-of-a ten-per-cent
movemnent in the exchange rate of US dollar and euro versus pound sterling as at the balance sheet date, with all other variables held constant, is summarised
in the table below:

2023 2023 2022 2022
Change in hangein ‘Changei ‘Change+
hange rate hange rate exchangerate exchange rate
impacton {impactoncash impact on impacton cash
post-tax flow hedge post-tax flowhedge
profit reserve profit Teserve
+/-10% +1-10% +/-10% +/-10%
Group £m £m £m £m
USD/GBP 5/(6) (110)/135 3/(3) (115)/141
EUR/GBP 2/(3) (32)/40 3/(3) {29)/36

Financial Services
The Bank is exposed to foreign exchange (FX) risk through its holding of cash denominated in foreign currencies, primarily Euro and US Dollar, within its travel
money bureaux in Sainsbury’s stores and its currency dispensing ATM machines. The FX positions are hedged on a regular basis.

b. Interest rate risk

Interest rate risk is the risk of increased costs or lower income arising from unexpected movements in interest rates and inflation rates impacting the Group's
borrowing and investment portfolios. The Group's interest rate policy seeks to limit the impact of fluctuating interest and inflation rates by maintaining a
diversified mix of fixed rate, floating rate and variable capped rate liabilities.

Interest on financial instruments is classified as fixed rate if interest resets on the borrowings are less frequent than once every 12 months. Interest on
financial instruments is classified as floating rate if interest resets on the borrowings occur every 12 months or more frequently. Floating rate instruments are
considered variable capped rate if the nominal interest rate is subject to a cap.
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w
The mix of the Group's financial assets and liabilities at the balance sheet date wac as follows: %
g.
Variable §
Fixed Floating capped Total 8
£m £m _ &m £m =
Interest bearing financial assets at fair value through other comprehensive income - 25 664 - 689
Amounts-due from Financial Servicescustomers and-other banks 2,690 2,702 - 5,392
Cash and cash equivalents 456 863 - 1,319
Borrowings . (122) - 1539) (661
Amounts due to Financial Services customers and banks 1,477) (4,469) - (5,946)
Derivative effect: .
Interest rate swaps (1,143) 1,143 - I
Inflation linked swaps . (490) - 490 - “
At 4 March 2023 (61) 903 (29) 793 2
&
3
[a)
Variable %
Fixed ‘Floating capped Total g
. £m £m £m £fm Q
Interest bearing financial assets at fair value through othef comprehensive income 121 297 - 418 -
Amounts due from Financial Services customers and other banks 2,799 2,390 - 5189
Cash and cash equivalents 547 278 - 825
Bank Overdrafts . - 7 - (7}
Borrowings 179) - (575) (754)
Amounts due to Financial Services customers and banks (603) (4.656) ~ (5.259)
Derivative effect:
Interest rate swaps (1.952) 1,952 - - _ %“
Inflation linked swaps (490) - 490 - 5
ALS March 2022 43 . 254 (85) a2
. : A
(i) Cash flow sensitivity for floating rate instruments 71% -
The Group considers that a 100 basis point movement in interest rates is a reasonable measure of volatility. Tho sonsitivity of floating rate balances to a ?, .
¢hange of 100 basis points in the riterest rate (or such Tesser armount as would yesult in a zerorate of intarast) at the balance shieet date'is shown bietow: . a nt
2023 2022 N
2023 Impact on 2022 Impact on
Impact on cash flow Impact on cash flow
post-tax hedge post-tax hedge
profit reserve profit reserve
£m £m £m £m
‘Change in floating rate+/-100bps 172 10)70 {5)/9 Q)70

(i) Gash flow sensitivity for variable capped rate liabilities
The Group holds £539 million of capped inflation-linked borrowings (2022: €575 million) of which £490 million (2022: £190 million) have been swappad into
fixed rate borrowings using inflation rate swaps maturing on 19 April 2023.

The Group considers that a 100 basis point movement in the NP1 rate is a reasonable mieasure of volatility. The consitivity of variable capped balances
to-a-change-of 100-basis peints in the RPI rate-at the balance sheet date is shown below: '

2023 2022

2023 Impact on 2022 Impact on
Impact on cash flow Impact on cash flow
post-tax hedge post-tax hedge
profit Teserve profit ‘reserve

£m £m £m £m

Change in floating rate +/-100bps 0/(0) 1/(1) 0)/0 5/(6)
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Financial Services

Interest Rate Risk in the Banking Book (IRRBB) arises from interest rate movements which impact the present value and timing of future cash flows resulting
in changes in the underlying value of a bank’s assets and liabilities and hence its economic value. Interest rates movements also affect a bank’s earnings by
altering interest-sensitive income and expenses, affecting its net interest income.

The main types of interest rate risk faced by the Bank are: .

— REPricing gap visk: the Yisk arising from timing differences in the thterest yate thanges of bank assets and tiabilities (2:g. fixed rate personal loans and
instant access savings accounts).

— Yield-curve risk: the risk arising from-changes in the slope and shape of the yield-curve.

— Basis risk: risk arising from imperfect correlation between different interest rate indices (e.g. administered rate on savings products and treasury assets
linked to SONIA).

— Prepayment risk: the risk arising from the timing of customer prepayments which differ from planning and hedging assumptions.

— Pipeline risk: the risk of a custorer drawing down, or not,a product .at-a rate which is.unfaveurable for the Bank.

— Credit Spread Risk: the risk of adverse effects resulting from a change in credit spreads, arising via the Bank's Treasury portfolio.

Interest risk exposure is actively managed within limits that are aligned with the Bank’s risk appetite by using financial instruments such as interest rate
swaps and by taking into account natural hedges between assets and liabilities with similar repricing characteristics. Hedging strategies are implemented
‘and veviewed to ensure the Bank remains within its limitts.

The Bank’s market risk appetite statements defines limits for the following market risk measures:

— Capital at Risk: an aggregate measure based on assessing each of the IRRBB risks and allocating a capital charge against each risk driver using a series of
plausible but severe interest rate stresses. This includes parallel and non-parallel movements of the yield curve. Where applicable a customer behavioural
repayment profile is applied.

— Annual Earnings at Risk: measures the sensitivity of the Bank’s earmmings over the next 12 months, in response to adverse movements in interest rates.

c. Commodity Risk

Commodity risk is the risk of increased costs arising from unexpected movements in-commeodity prices impacting the Group's own use consumption-of
electricity, gas and diesel. The Group hedges own use consumption of electricity and gas with forward purchases under flexible purchasing arrangements
with its suppliers as well as power purchase agreements for electricity. The Group uses a combination of purchasing agreements and financial derivatives
to hedge fuel exposures on a layered basis using contracts for difference. See note 30 for derivative disclosures.

‘Capital risk management
The Group defines capital as total equity plus net debt.

The Board's capital objective is to maintain a strong and efficient capital base to support the Group’s strategic objectives, provide optimal returns for
shareholders and safeguard the Group’s status as a going concern. There has been no change to capital risk management policies during the year.

The Board monitors a broad range of financial metrics including return on capital employed, balance sheet gearing and fixed charge cover.

The Board can manage the Group's capital structure by diversifying the debt portfolio, adjusting the size and timing of dividends paid to shareholders,
recycling capital through sale and leaseback transactions, issuing new shares or repurchasing shares in the open market and flexing capital expenditure.

From time-to-time. the ESOT may purchase shares in the Company from the open market for the purpose of satisfying awards under the Group’s employee
share plans however the Group does not currently operate a defined share buy-back plan.

The Revolving Credit Facility and Term Loan have a single repeating financial covenant. Part of the Group’'s capital risk management is to ensure compliance
with both the financial and general covenants included within the Group's borrowing facilities. Examples of general covenanis include restrictions on ‘the
permitted value of asset disposals and incremental indebtedness. In addition to there being no breaches of financial and general covenants in the financial
year ended 4.March 2023, there is healthy headroom within.all covenants as at 4 March.2023.

Financial Services capital resources (unaudited)

The following table analyses the regulatory capital resources under CRD IV. From a prudential perspective, Sainsbury's Bank is monitored and supervised on
a consolidated basis with its subsidiary, Home Retail Group Card Services Limited, from the point of acquisition of Argos Financial Services in September 2016.
The Bank has-obtained an individual consolidation waiver from the PRA, which-allows the Bank to monitor its-capital position-on-a-consolidated basis-only.
Therefore, the capital position shown below is on a regulatory consolidated basis.

The Bank implemented IFRS 9, effective 1 March 2018. The following table analyses the regulatory capital resources under CRD 1V and aligns to the phase-in
approach of IFRS 9 impacts on capital, over a five-year period.

T Full§ itional Full impact
2023 2023 2022 2022
TFR5D TFR59 TFRS9 TFRS9
£m £m £m £m

Common Equity Tier 1(CET 1) capital:
Ordinary share capital 701 701 701 701
Allowable reserves 165 165 126 126
Regulatory adjustments (144) (167) (142) (180)
Tier 1 capital 722 699 685 647
Tier 2 capital (loan notes - listed) 113 113 109 109

Total capital 835 812 794 756
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Regulatory capital is calculated under the Capital Requirements Regulations and Capital Requirements Directive {collectively known as CRD 1V) and aligns to

the phase-in approach of IFRS 9.impacts on capital, over.a 5-year period from 1.March 2018, -as enacted in the UK. Common Equity Tier 1{CET 1) capitalincludes

ordinary share capital, other reserves, losses and regulatory deductions.

“The movement of CET 1 capital during the financial year is analysed as Tollows:

Fransitional Fullimpact Transitional ‘Fullimpact

2023 2023 2022 2022

IFRS 9 IFRS 9 IFRS 9 IFRS9

£m £m £m £m

At 1March 2022 and 1 March 2021 685 647 791 726
Verified profits-attributable to shareholders 38 38 2 22
Foreseeable dividend - - . {(50) (50)
Transitional adjustments {15) - (27) -
Other reserve movements 1 1 v 2
Movement in-additienal value-adjustments ¢! 1) 1 1
Movement in intangible assets 15 15 (50) (50)
‘Moverent in-Nen Perferming Exposures insufficient coverage LE!] @ - ~
At 28 February 2023 and 28 February 2022 722 699 685 647

Leverage ratio (unaudited)

The leverage ratio is defined as the ratio of Tier 1 capital to adjusted assets, which is measured below on a regulatory consolidated basis. The denominator
represents the total non-risk weighted assets of the regulatory group (Bank and Home Retail Group Card Services Limited) adjusted for certain off balance
sheet exposures assets and regulatory deductions and provides a non-risk-weighted ‘backstop’ capital measure. The leverage ratio is calculated below as
at 28 February 2023 onthe UK basis which allows certral bank assets to beexcluded fromthe leverage exposures. The Bank's teverage ratio of 9:6% exceeds

the minimum Basel leverage ratio of 3%.

Transitional Full impact Transitional Fullimpact
2023 2023 2022 2022
IFRS9 JFRS 9 IFRS9 1FRS9
£m £m £m £m

Components of the leverage ratio
Total assets as per published financial statements (Sainsbury's Bank plc consolidated group)* 7,209 7,209 6,516 6,516
Movement on consolidation of subsidiary undertakings' (6) ) - -
Exposure value for derivatives and securities financing transactions . 32 32 37 37
Off balance sheet exposures: unconditionally cancellable (10%) 867 867 878 878
Off balance sheet: other (100%) 2 2 5 5
Other adjustments (242) (265) (169) (207)
Central Bank Claims (331) (331) (219) (219)
7,531 7,508 7048 7010
Tier 1 capital 722 699 685 647
Leverage ratio 9.6% 9.3% 9.7% 9.2%

1. Asaresuit of Sainsbury’s Bank moving to prepare consolidated accounts, the prior year comparatives have been restated to use the total assets of the Consolidated Financial Services sector. A deconsotlidation

adjustment is then applied to get the total assets of the prudential requlated group.

Capital management

The Bank manages its capital structure and makes adjustments to it in light of changes in economic conditions and the risk characteristics of its activities.
Capital adequacy is monitored on an ongoing basis by senior management, the ALCO, the Executive Risk Committee and the Board Risk Committee.
Our submissions to the PRA in the year have shown that the Bank has complied with all extemally imposed capital requirements.

The Bank will disclose Pillar 3 |nformatlon as required by the Capital Requirements Regulations and PRA prudential sourcebook on the J Sainsbury plc

external website.

Jiodasy Mibarens
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29 Financial instruments

Accounting policies
a) Finantial assets

The Group classifies all of its financial assets as either amortised cost, fair value through other comprehensive income (FVOCI) or fair value through profit
or loss (FVTPL).

The Group's non-derivative financial assets comprise:

— ‘Cash and cash equivalents {note 31)

— Trade and other receivables, excluding prepayments and accrued income (note 20)
— Amounts due from Financial Services customers and other banks (note 21)

~ Financial assets at FVOCI (note 18)

To determine their classification and measurement category, IFRS 9 requires all financial assets, except equity instruments and derivatives, to be assessed
based on.a combination of the entity's business.model for managing the assets and the instruments’ contractual cash flow characteristics.

In‘order for a financial asset to be classified and measured at amortised cost or fair value through OCI, it needs to give rise to cash flows that are“solely payments
of principal and interest (SPPY’ on the principal amourit outstanding. This assessment is referved to as the SPPI test and is performed at an instrumenit tevel.

The business model assessment reflects how the Group manages the risks relating to the underlying financial assets, including whether the Group’s principal
objective is to collect the contractual cash flows arising from the instruments (amortised cost), to sell the financial instruments (FVTPL) or a combination
thereof (FVOCI).

Financial instruments at amortised cost . .

Financial assets that are principally held for the collection of contractual cash flows.and which pass the SPPI test are classified as amortised cost. For the
Group this includes cash, receivables and amounts due from Financial Services customers and other banks. The Group has no intention of trading these
assets. With the exception of trade receivables that do not contain a significant financing component, the Group initially measures these financiat assets at
fair value plus transaction costs. Subsequently these assets are carried at amortised cost less impairment using the effective interest rate method. Income
from these financial assets is calculated on an effective interest rate basis and is recognised in the income statement.

Financial assets at fair value through other comprehensive income
Accounting policies are detailed in note 18.

Financial assets at fair value through profit and loss
The Group's derivatives are classified as fair value through profit-or loss. They-are carried in the statement of financial position-at fair value with net-changes
in fair value recognised in the income statement.

Financial assets are derecognised when the contractual cash flows from the asset have expired or have been transferred, usually by sale, and with them
either substantially all the risks and rewards of the asset or significant risks and rewards, along with the unconditional ability to sell or pledge the asset.

b) Financial liabilities

The Group recognises all of its financial liabilities at amortised cost and all derivative financial liabilities are classified as FVTPL. Financial liabilities costs,
including premiums payable on settlement or redemption and direct issue costs, are accounted for on an accrual basis in the income statement using the
effective interest rate method and are added to the carrying amount of the instrument to the extent that they are not settled in the period in which they arise.

The Group's non-derivative financial liabilities comprise:
— Borrowings (note 33)
— Trade and other payables, excluding deferred income, other taxes and social security costs payable, and other accruals (note 23)

~ Amounts-due to Financial Servicescustomers and banks (note 24)
— Lease liabilities (note 15)

Interest-bearing bank loans, overdrafts, other deposits and amounts due to Sainsbury’s Bank customers are recorded initially at fair value, which is generally
the proceeds received, net of direct issue costs. Subsequently, these liabilities are held at amortised cost using the effective interest rate method.

Financial liabilities are derecognised when the obligation under the liability is discharged, cancelled, or expires.

Financial assets and liabilities by category
The carrying amount of the Group's financial assets, financial liabilities and derivative financial instruments as at the balance sheet date are as follows:

Falrvalue
Amortised Fairvalue through profit
cost through OCI orloss Total
£m £m . £m £m
Cash-and-cash-equivalents 1,319 - - 1,319
Trade and other receivables ’ 477 - - 477
-Amounts-due from Financial Services-customers and -other barnks 5,392 - - 5,392
Financial assets at FVOCI - 1,009 - 1,009
Trade-and other payables 14,495) - - {4,495)
Borrowings (656) - - (656)
Amounts due to Financial Services customers and banks {5,946) - - {5,946)
Derivative financial instruments - - 213 213
Lease liabilities {6,489) - - {6,489)

At 4 March 2023 (10,398) 1,009 213 (9,176)
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Fair value
Amortised Falrvilite “thvoughpyafit
cost through 0Ct or loss Total
£m £m £m £m
Cash and cash equivalents 825 - - 825
Trade and other receivables 552 - - 552
Amounts due from Financial Services customers and other banks 5.189 - - 5,189
Financiat assets at FVOCI - 800 - 800
Trade and other payables (4,218) - - (4,218)
Borrowings (761) - - (761)
Amounts due to Financial Services customers and banks (5,259) - - (5.259)
Derivative financial instruments - - 259 259
Lease liabilities (6,621) - - 6,621)
At 5 March 2022 (10,293) 800 259 (9.234)

) Fair value estimation

‘Set'out below is a comiparison of the carrying arourit and the fair value of financial instrumients thiat are carried inthe financial staternents at a value other
than fair value. The fair values of financial assets and liabilities are based on prices available from the market on which the instruments are traded. Where
market values are not available, the fair values of financial assets and liabilities-have been calculated by discounting expected future cash flows at prevailing
interest rates. The fair values of short-term deposits, trade receivables, other receivables, overdrafts and payables and lease liabilities are assumed to

approximate to their book values.

Canying

Group faiy
amount value
At 4 March 2023 £m £m
Financdial assets
Amounts due from Financial Services customers! 5,392 5,340
Financial liabilities
Loans due 2031 (539) (639)
Tier 2 capital due 2028 (122) (131)
Amounts due to Financial Services customers and other banks (5,946) (5,954)
“Camrying ‘Groupfatr
amount value
.AtS March 2022 £m £m
Financial assets
Amounts due from Financial Services customers! 5,189 5,216
Financial liabilities
Loans due 2031 (575) (717)
Tier 2 capital due 2023 (179 (180)
Amounts due to Financial Services customers and other banks (5,259) (5,260)

1. Included within a portfalio fair value hedging relationship with £3.033 million {2022: £3.235 million) of interest rate swaps.

The fair value of financial liabilities have been calculated by discounting cash flows at prevailing interest rates and are within Level 2 of the fair value hierarchy,

with the-exception of the Tier 2 Capital, where the fair value is.calculated using prevailing market prices.and is therefore Level 1.
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29 Financial instruments continued

Fair value measurements recognised in the balance sheet

The following table provides an analysis of financial instruments that are recognised at fair value, grouped into Levels 1to 3 based on the degree to which the
fair value is observable:

— Level 1 fair value measurements are derived from quoted market prices (unadjusted) in active markets for identical assets or liabilities at the balance
sheet date. This level includes listed equity securities and debt instrument on public exchanges;

— Level 2 fair value measurements are derived from inputs other than quoted prices included within Level 1 that are observable for the asset or liability,
either directly (i.c. as prices) or indirectly (i.e. derived from prices), The fair value of financial instruments is determined hy discounting expected cash
flows at prevailing interest rates; and

— Level 3 fair value méasurements are derived from valuation techniques that include inputs for the asset or liability that are not based on observable
market data (unobservable inputs). .

Level1l Levet2 Level 3 Total
£m £m £m £m
At 4March 2023
Financial instruments at fair value through other comprehensive income
Other financial assets - 383 - 383
Investment securities 626 - - 626
Derivative financial assets - 156 131 287
Derivative financial liabilities - (74) - (749)
At 5 March 2022
Financial instraments at fair value through other comprehensive income
Other financial assets - 15 367 382
Tnvestrnent securities 418 - - 418
Perivative financial assets - 111 180 291
Derivative financial liabilities - (32) - (32)
Reconciliation of Level 3 fair value measurements of financial assets and liabilities:
Commodity
derivatives Total
£m £m
At 6 March 2022 ’ 180 180
In cost of sales.in the Group income statement {30) 30)
In other comprehensive income (19) 19)
At 4 March 2023 131 131
Finandial
instruments at Commodity
Fvrocl derivatives Total
£m £m £m
At 7 March 2021 291 6 297
‘mcost of sales in the Group income-statement - 76 76
In other comprehensive income 76 98 174

At'5'March 2022 : 367 180 547
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29 Financial instruments continued

Level 3 other financial assets

Other financial assets categorised.as Level 3.in the prior year.of £367 million relate to the Group’s beneficial interest in.a property investment pool. Given the
Group has reached an agrecment on an acquisition price for the propertics within this investment pool during the period {see note 15 for further details),
these financial assets have been reclassified to Level 2.

Level 3derivative financial assets — power purchase agreement

The Group has-entered into several iong-term fixed price Power Purchase-agreements with independent producers. included within derivative financial-assets
is £131 million (2022: £180 million) relating to these agreements. The Group has entered into a new Power Purchase Agreement during the year, and this has
been designated as a cash flow hedge.

The Group valucs its Power Purchase agreements as the net present value of the estimated future usage at the contracted fixed price less the market implied
forward energy price-discounted-at the prevailing swap rate. The Group-also makes-an-assumption regarding-expected-energy-output-based-on the-historicat
performance and the producer’s estimate of expected electricity output: The sensitivity of this balance to changes of 20 por cent in the assumed rate of
cnergy output and 20 per cent in the implied forward energy prices holding other assumptions constant is shown below:

Not in a hedge relationship

2023
Changein 2022
2023 electiicity ‘2022 Change'in
Changein forward Change in electricity
volume pricing volume forward pricing
h20.0% *20:0% +1-20:0% +1-20:0%
£m £m £m £m
Derivative financial instruments 20/(20) 11/(11) 23/(23) 16/(16)
Designated in a cash flow hedge relationship
2023 X
Change in 2022
2023 electricity 2022 Change in
Change in forward Change in electricity
volume pricing volume forward pricing
+1-20.0% +/-20.0% +/-20.0% +1-20.0%
£m £m £m £m
Derivative financial instruments 431(44) 157(16) 32/(32) 20/(20)
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29 Financial instruments continued

d) Offsetting financial instruments

Financial assets and liabilities are offset, and the net amount reported in the balance sheet when there is a legally enforceable right to offset the recognised
amounts and there is an intention to settle on a net basis or realise the asset and settle the liability simuitaneously. The legally enforceable right must not be
contingent on future events and must be enforceable in the normal course of business and in the event of default, insolvency or bankruptcy of the Company
or the counterparty.

The following table sets out the Group’s financial assets.and financial liabilities that are subject to counterparty offsetting or.a master netting-agreement.
The master netting agreements regulate settlement amounts in the event a party defaults on their obligations.

Amounts not
Amounts Net amounts offsetin
Gross amounts offset recognised  patance sheet
of recognised ‘in'the inthe
financial assets balance balance  Cashcollateral
and liabilities sheet sheet pledged Net amounts
‘Em £ ‘£in ‘£m ‘Eth
Assets
Derivative financial assets 287 - 287 149) 238
Trade and other receivables 624 (147) 477 - 477
‘Cash and tash equivalents 4 1,319 - 1,319 - 1,319
Total assets at 4 March 2023 2,230 (147) 2,083 (49) 2,034
Liabilities . :
Derivative financial liabilities @) - ) 52 (44
Trade and other payables (4,642) 147 (4,495) - (4,495)
Jotal Tiabilities at 2 March 2023 @,716) 147 (a,569) 52 @as17)
Assets
Derivative financial assets 291 - 291 (20) 271
“Trade and other receivables ’ 643 [&))) 552 - 552
Cash and cash equivalents 825 - 825 - 825
Total assets at 5 March 2022 1759 ) 1,668 {20) 1648
Liabilities
Derivative financial liabilities (32) - (32 20 (12)
Trade and other payables (4.309) 91 {4.218) - (4.218)
Total liabilities at 5 March 2022 (4,34)) 91 (4.250) 20 (4.230)

The Group holds certain financial derivatives which are subject to credit support agreements. Under these agreements cash collateral is posted by one party
to the-other party should the fair value of the financial-derivative exceed-a pre-agreed level. Asat-4 March 2023, the Group-held nocollateral-against these
financial derivative assets (2022: £nil).

Financial Services has derivatives that are governed by the International Swaps and Derivatives Association and their associated credit support annex bilateral
agreements where if the fair value exceeds a pre-agreed level, cash collateral is posted. As at 4 March 2023, Financial Services and its subsidiary had pledged /
posted-collateral-of £49 million (2022: provided-collateral of £20 mitlion) against the-derivatives and received-collateral-of £52 million(2022: £20 million).

The Group also operates a cash pooling arrangement and collective net overdraft facility with its main clearing bank. As at 4 March 2023 the Group had a net
overdraft of £nil (2022: £7 million) under this facility.

30 Derivative financial instruments and hedge accounting

Accounting policies

The Group uses derivative financial instruments to hedge its exposure to foreign exchange, interest rate and commodity risks. All derivative financial
instruments are initially measured at fair value on the contract date and are also measured at fair value at subsequent reporting dates. Where derivatives do
not qualify for hedge accounting, any changes in the fair value of the derivative financial instrument are recognised in the income statement as they arise.

To-qualify for hedge accounting, the Group-documents, at the inception of the hedge, the hedging risk management strategy, the relationship between the
hedging instrument and the hedged item or transaction, the nature of the risks being hedged and an assessment of the effectiveness of the hedging
relationship to ensure it is highly effective on an ongoing basis.

Where a derivative does qualify for hedge accounting, any changes in fair value are recognised depehding on the nature of the hedge relationship and the
itern being hedged as follows:

i) Cash flow hedges

Hedge relationships are classified as cash flow hedges where the derivative financial instruments hedge the Group’s exposure to variability in cash flows
resulting from a highly probable forecasted transaction. These include the exchange rate risk of inventory purchases denominated in foreign currency,
interest rate risk-and-commodity risk on purchases of power-and fuel. Changes in the fair value of derivative financial instruments that -are-designated-and
effective as hedges of future cash flows are recognised directly in other comprehensive income and the ineffective portion is recognised immediately in the
income statement.
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30 Derivative financial instruments and hedge accounting continued

.
If a cash flow hedge is hedging a firm commitment or forecast transaction that results in the recognition of a non-financial asset or liability, then, at the time =
the asset or liability is recognised, the associated gains or losses on the derivative that had previously been recognised in other comprehensive income are &
included in the initial measurement of the asset or liability. This applies to the Group’s foreign currency hedges in relation to inventory purchases. é?
[=]
1) Fair value hedges . -
The Group designates certain derivatives as fair value hedges where the derivative financial instrument hedges the change in fair value of the particular risks
inherent in recognised assets-or liabilities {fair value hedges).
The Group has adopted IFRS 9 hedge accounting requirements for its fair value hedges of investment securities and its one-for-one hedge on Tier 2 Debt
issuance within Sainsbury's Bank. The Group continues to adopt IAS 39 for its macro portfolio fair value hedges of fixed rate personal loans and residential
mortgages, as it is permitted to do so under IFRS 9 and until the point that the new macro hedge accounting standard is finalised and adopted.
Fair value hedging matches the change in fair value of designated hedged items against the corresponding change in value of the hedging derivative. The
designated hedged item can be a recognised asset or liability, a firm commitment, or an identified portion of an asset.
o
The effective part of any gain or loss on the hedged item adjusts the balance of the hedged item and is recognised in the income statement, offsetting the %
-gain-or loss.on the hedging-derivative. Should circumstances-arise where the-hedge relationship subsequently proves ineffective, is-early settled, oris g
terminated the adjustment to the balance of the hedged item is amortised over the remaining life of the hedged item and to the income statement. (RD
el
Micro fair value hedging - IFRS 9 3
The Group has purchased a number of fixed rate debt investment securities and has issued fixed rate subordinated debt within Sainsbury’s Bank. These 8

instruments-are ‘hedged via plain vanilla interest rate swaps, with the-critical economic terms-of both the hedging instrument-and hedged item matching.
The notional amount, fixed interest legs and maturity dates are economically matched.

Portfolio fair value hedging — 1AS 39

The Group uses portfolio fair value hedging as a risk management tool for hedging interest rate risk on the Personal Loans and Mortgage portfolios. Portfolio
fair value hedging allows thedesignation‘of the'whole‘or part of a portfolioof assets-or liabilities with similar risk-exposures. The hedged item‘canbe
designated based on expected maturities to match the hedging derivative maturity. Hedge effectiveness is considered to have been met where the change in
fair value of the hedged item offsets the change in fair value of hedging instruments, within the 80 to 125 per cent ratio corridor.

il

The effects of hedge accounting on the Group’s financial position and performance é' )
The fair value of derivative finantial instruments has been distlosed in the balance sheet as follows: 5
2.
2023 2023 2022 2022 v
Asset Liability Asset Liability 2
£m £m £m £m ) (Sb
Non-current 217 (58) 213 ‘(3) B
P
Current 70 (16) 78 (29) n

Total 287 73) 291 3?2

The table below provides-a breakdewn of the type-of derivatives in fair value-and-cash flow hedges-as well as-derivatives not in-a formal hedge accounting
relationship. .

2023 2022
Rsset Liabllity Asset Liability
Falrvalue Notional Fairvalue Notional Fair value Notional Fairvalue Notional
£m £m £m £m £m £m £m £m
Fair value hedges
Interest rate swaps 99 2,149 (52) 675 35 2,249 (19) 986
Cash flow hedges
Inflation rate swaps - 490 - - 5 490 - -
Foreign exchange forward contracts 49 1,049 17) 482 46 1153 13 323
Commodity contracts 7 21 5) 45 25 33 - -
Power Purchase contracts 79 15 - - 98 6 - -
Derivatives not in a formal hedging relationship
Interest rate swaps 1 209 - - - 9 - -
Cross currency swaps . . = - = 44 - 69
Foreign exchange forward contracts - 14 - - - - - -
Power Purchase contracts 52 11 - - 82 11 - -

Total 287 3,958 (74) 1,202 291 3,995 (32) 1,378
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Cash flow hedges

J Sainsbury plc Annual Report 2023

There is an economic relationship between the hedged items and the hedging instruments as the terms of the interest rate swaps, foreign exchange and
commodity forward contracts match the terms of the expected highly probable forecast transactions (i.e., notional amount and expected payment date).
The Group has established a hedge ratio of 1:1 for the hedging relationships as the underlying risk of the foreign exchange and commodity forward contracts
are identical to the hedged risk components. To test the hedge effectiveness, the Group uses the hypothetical derivative method and compares the changes

in the fair value of the hedging instruments against the changes in fair value of the hedged items attributable to the hedged risks.

Hedge ineffectiveness can arise from:

— Differences in the timing of the cash flows of the hedged items and the hedging instruments
— Different indexes {and accordingly different curves) linked to the hedged risk of the hedged items and hedging instruments

— The-counterparties’credit risk differently impacting the fair value moverments-of the hedging instrument compared to the hedged items

~— Changes to the forecasted cash flows of hedged items

At 4 March 2023 the maturity profile and average price/rate of the hedging instruments used in the Group’s non-dynamic hedging strategies were as follows:

Maturity

Less than 3monthsto One to five More than five

Atd-March 2023 1month  1to3months 1gear years ‘geavs
Cash flow hedges
Interest rate visk

Notional amount - 490 - - -

Average interest receive — 500% - - -

Maturity

Lessthan 3 months to Onetofive  More than five

AtS March 2022 1month 1to3 months 1year years years
Cash flow hedges
Interest rate risk

Notional amount - - - 490 -

Average interest receive - - - 1.37% -

Theimpact of the'hedged items on the Group's financial statemenits is as follows:
Change {n value of Changein value
hedged ftem for of hedgingt [« Ave tmp

calculating hedge  for calculating hedge on cash flow

ineffectiveness ineffectiveness hedge reserve

At 4 March 2023 £m £m £m
Cash flow hedges

Foreign exchange forward contracts (123) 123 9

Commodity contracts 11 11 2

Power Purchase Agreements 19 (19) 79

Change invalue of Change in value Cumulative

hedged item for of hedging instrument impact

calculating hedge ‘for calculating hedge oncashflow

ineffectiveness ineffectiveness hedge reserve

At5 March 2022 £m £m £m
Cash flow hedges

Inflation rate swaps ) 8 S

Foreign exchange forward contracts? 73) 73 25

Commodity contracts (25) 25 25

Power Purchase Agreements (98) 98 98

1. Includes £16 million reclassified to retained earnings during the year.

There are no amounts remaining in the hedging reserves for which hedge accounting is no longer applied.
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30 Derivative financial instruments and hedge accounting continued

LA

The fallowing table presents a reconciliation by risk category of the cash flow hedge reserve and aralysis uf otler cornprehensive Incorrie in relation n,.f:"

hedge accounting: . by

. . 2

Fair value movements 8‘

recognisedin other Amounts [ad

P ] prehensive { lassified Closing
At 4 March 2023 £m £m £m £m Reclassification recognised tn
Inflation rate swaps 5 - (5] - Finance costs
Foreign exchange forward contracts 25 123 (139) 9 Inventory
Commodity contracts 25 1) (12) 2 Cost of sales
Power purchase agreements 98 19) - 79 Cost of sales
Tax (36) 14 - @2)
117 107 (156) 68

o

Q

<

g

Faiirvalue Thovements 2

~ recognised in other Amounts 2

Opening comprehensive income reclassified Closing ®

‘At 5:March2022 £m £€m €m €m lassificati gnised: =

el

Interest rate swaps W] - 1 - Finance costs 3
Inflation rate swaps 13) 8 10 S ‘Finance-costs
Foreign exchange forward contracts! 92) 73 44 25 Inventory/retained eémings
‘Commodity‘contracts 4 25 4) 25 ‘Costof sales
Power purchase agreements - 98 - 98 Cost of sales

Tax 18 (54) - (36)
(84) 150 51 117

1. Inctudes £16 millionrectassified toretained earningsduring the'year.
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Fair value hedges .
Within the Financial Services business, interest rate swaps are executed to hedge interest rate risk arising from fixed rate exposures in its retail personal loan
and retail mortgage books, and certain fixed rate treasury investment securities, which are predominantly funded by variable rate linked liabilities.

The cash flows under the hedging instruments (interest rate swap derivatives) substantially match the cash flow profile of the hedged items (personal loans,
mortgages, treasury investment securities and borrowings). The changes in fair value of the derivatives offset changes in the fair value of the hedged items
through the income statement, with any ineffective portion also being recognised in the income statement.

The main source-of ineffectiveness within the micro hedge relationships relates to the fleatingleq valuation-charges inherent within -the-h‘edging-ins-trument
that do not exist within the hedged item. Ineffectiveness on portfolio hedges can also arise as a result of mismatch in cash flow maturities between the
hedged item and hedging instrument and basis risk between cash flows discounted using different benchmark rates. )
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30 Derivative financial instruments and hedge accounting continued

At 4 March 2023 the maturity profile and average price/rate of the hedging instruments used in the Group’s non-dyramic hedging strategies weie as fullows:

Maturity
Less than 3monthsto Onetofive More than five
i1month 1to3months 1year years years
At 4March 2023
Fair value hedges
Interest rate risk
Interest rate swaps
Notional amount 125 589 748 1,362
Average net interest receive 0.73% 0.71% 1.17% 3.50%
At S March 2022
Fair value hedges
Interest rate risk
Interest rate swaps
Notional amount 138 584 1,246 1,267
Average net interest receive (0.08)% (0.20)% (0.28)% 0.06%

The impact of the hedged items on Croup's financial statements is as follows:

Change in falr value Accumulated amount of fair
used for measuring value hedge adjustments
Carrying amount ineffectiveness included in the carrying
of the hedged item for the pertod amount of the hedged item
Assets  Liabilities TAssets ‘Liabilitles
At 4 March 2023 £m £m £m £m £m Line {tem in financial statements
Fair value hedges
Interest rate swaps 2,615 - (27) (43) - Amounts due from Financial Services customers
Interest rate.swaps - - 3 - - Financial assets.at FVGCI
Interest rate swaps - (122) 5 - 3 Borrowings
2,615 122) (19) {43) 3
— —__
Change’infair value ‘Accumulated amount of fair
used for measuring value hedge adjustments
Carrying amount ineffectiveness included in the carrying
‘of the'hedgeditem fortheperiod -amount'of the'hedgeditem
Assets Liabilities Assets Liabilities
AtS March 2022 £m £m £m £m £m Line item in financial statements
Fair value hedges
Interest rate swaps 2725 - (38) {16) - Amounts due from Financial Services customers
Interest rate swaps 197 - @) (3 - Financial assets at FVOCI
Interest rate swaps - (179) 1 - 2 Borrowings
2,922 (179) 41) (19) (2
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30 Derivative financial instruments and hedge accounting continued

The impact of the hedging instruments on the financial statements is as follows:

Camrying amount
Change in fair value for measuring
amount Asset Liabllity {neffectiveness for the period
At 4 March 2023 £m - fm £m fm Line item {n financlal statements
Fair value hedges
Interest rate swaps (loans and mortgages) 2,704 99 (52) 35 Derivative financial assets/
liabilities
Interest rate swaps (Tier 2 capital) 120 - - 1 Derivative financial liabilities
Interest rate swaps (investment securities) - - - (5) Derivative financial assets
2,824 99 (52) 31
Carryingamount
Notional Change in fair value for measuring
-amount ‘Asset 1iability ‘ineffectiveness forthe period
At S March 2022 £m £m £m £m Line item in financial statements
Fair value hedges .
Interest rate swaps (loans and mortgages) 3,164 30 (18) 40 Derivative financial liabilities
Interest rate swaps (Tier 2 capital) - - 1 (i} Derivative financial assets
Interest rate swaps (investment securities) 71 5 - 5 Derivative financial liabilities
3,235 35 (19) 44
Fair value hedge relationships impacted profit or loss as follows:
2023 2022
Hedge ineffectl gnised {n cost of sales £m £m
Change in value of hedged items for calculating hedge ineffectiveness 19) 41)
Change in value-of hedging instruments for calculating hedge ineffectiveness 31 44
Hedge ineffectiveness recognised in cost of sales 12 3

Derivatives not in a hedge relationship

Seme of the Greup's derivative contracts.do not.qualify for hedge .accounting and are therefore not.designated in a hedging relationship. In.addition, where
gains or losses on a derivative contract economically offset the losses or gains on an underlying transaction, the derivative is not designated as being in a
hedging relationship.

The Group has several long-term fixed price Power Purchase agreements with independent producers as detailed in note 29. Included within derivative
financial-assetss £131million (2022: £180 million) relating to these-agreements, of which £53 million (2022: £82 million) is not within-a-hedging relationship.
Fair value losses of £29 million (2022: gain of £76 million) have been recognised in the income statement during the year for these arrangements.
Sainsbury's Bank and its subsidiaries has a £9 million portfolio of interest rate swaps hedging mortgage pipeline offers that cannot be entered into a hedge
accounting relationship (2022: £9 million) with fair value fluctuations fully accounted for in the P&L, with no effective offset. Additionally. Sainsbury’s Bank
‘had -a £200-miltion interest rate swap (2022: £nil) intended to'economically hedge certain Treasury-positions.

The fair value fluctuations crediting the income statement for interest rate derivatives not in a hedge accounting relationship was £1 million (2022: £nil).
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31 Cash and cash equivalents

Accounting policies

‘Cash and cash equivatents .
Cash and bank balances comprise cash in hand and at bank, deposits at central banks, investments in money market funds and deposits and other
short-term highly liquid investments.

To be classified as cash and cash equivalents, an asset must:

— Be readily convertible into cash;

— Have an insignificant risk of changes in value; and

— Have a maturity period of typically three months or less at acquisition.

Bank overdrafts that are repayable-on-demand-and form-an integral part of the Group’s cash managernent are included as-a-cemponent-of cash-and-cash
equivalents for the purposes of the cash flow statement.

Cash flow statement
The Group presents its cash flow statement using the indirect method. whereby profit is reconciled to net cash from operating activities by adjusting profit
and loss for non~cash items.

Interest, dividends and taxes
The Group has chosen to present interest received on bank deposits and other financial assets as well as dividends received as cash flows from investing
activities because they are returns on the Group’s investments.

Dividends paid are presented as financing cash flows as they are considered a cost of obtaining financial resources.

Interest paid on borrowings is presented within cash flows from operating activities as they are held for cash management purposes.
Lease payments and receipts

Lease payments are presented as follows in the Group cash flow statement:

~— Cash payments for the principal element of the lease liabilities are presented as cash flows from financing activities

— Cash payments for the interest element of lease liabilities are presented as interest paid within cash flows from operating activities consistent with
presentation of interest payments

— Short-term lease payments, payments for leases of low-value assets and variable lease payments that are not included in the measurement of the lease
liabilities as cash flows from operating activities

— Cash receipts in relation to sub-leases (both operating and finance leases) are included within operating cash flows

For the purposes of the cash flow statement. cash and cash equivalerits comprise the following:

2023 2022

£m £m
Cash in hand and bank balances 569 566
Money market funds 255 | 25
Money market deposits 150 -
Deposits at central banks . 345 234
Cash and bank balances as reported in the Group balance sheet 1,319 825
Bank overdrafts - 7)
Net cash and cash equivalents as reported in the Group cash flow statement 1,319 818

Of the above balance, £28 million was restricted at the balance sheet date (2022: £18 million). The balance includes £15 million (2022: £15 million} held as a
reserve deposit with the Bank of England in accordance with statutory requirements is not available for use in day-to-day operations, £10 million (2022: £nil)
‘held within the ESOT, and ‘€3 miillion (2022: €3 miillion) is restricted for insurance purposes.
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31 Cash and cash equivalents continued
Reconciliation of cash flow items
Working capital
Amounts due
Amounts due ‘toFinancial
Financial from Services
assets at fair Trade and Financial Trade and customers
‘vatue through ‘other ‘Seivices ‘othey ‘ahd othier
Inventories ocE bl payabl deposi
£m £m £m £m £m £m £fm
At 4 March 2023 1,899 1,009 683 5,392 (4,837) (5,946) (272)
At 5 March 2022 1,797 800 748 5,189 (4.570) (5.259) (271)
Balance sheet movement (102) (209) 65 (203) 267 687 1
Fair value movements - 2 - 27) - - -
Hedge adjustments 3 - - - 2 - -
Interest in working capital - - - - 9 - -
Reclassification to other lines in the cash flow statement - - 3 - 11 - -
Financial Services ECL impairments - - - (76) - - -
Movement in capital accruals - - - - ) - -
Other - - - (] 3 - [0)]
Movement shown in cash flow statement (105) (207) 68 (307) 280 687 -
Amounts due
Financial Amounts due to Financial
assets atfair ‘from Financial ‘Services
value through Trade and other Services Tradeandother customers and
Inventories oct receivabl - s p other dep sions
‘€t £m £m “€m “£m ‘om m
At 5 March 2022 1,797 800 748 5189 (4.570) (5,259) 271)
At'6'March 2021 1,625 ‘844 775 5,407 4,508) '(6,289) (349)
Balance sheet movement 172) 44 27 218 62 (1,030) (78)
Fairvalue rnovemerits - 71 - 38 - - -
Hedge adjustments ) - - - - - -
Tnterest i working capital - - - - (G)] - -
Transfer of SaaS spend to prepayments - - 9 - - - -
Reclassification to other lines in'the cash flow statement - - - - 128 - -
Financial Services ECL impairments - - - (19) - - -
‘Movement in capital accruals - - - - 1 - -
Amortisation of discount - - - - - - 8)]
‘Other - - (€] - (&Y - [0)
Movement shown in cash flow statement (179 115 33 161 28 (1,030) (80)
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31 Cash and cash equivalents continued

3 Sainsbury plc Annual Report 2023

Other
- Movement
Movement in shown in cash
2023 Note - £m £m
Purchase of property, plant and equipment 14 8 (525)
Purchase of intangible assets 16 - (213)
Movement shown
Movementin incash flow
capital accruals statement
2022 Note £m £m
‘Purchaseof property, plant and-equipment 14 @ {416)
Purchase of intangible assets 16 - (278)
Profit on the sale of properties and early termination of leases in the cash flow statement is reconciled as follows.
$2 weeks to 52 weeks to
4 March SMarch
2023 2022
£m £m
Loss/(Profit) on disposal of properties (note 5) 3 7)
Non-underlying gain on early termination of leases (note 5) '@ ©
Profit on disposal of propertics within restructuring programmes (note 5) (11) (12)
Non-underlying Saa$ adjustment (note 5) - 21
Underlying gain on early termination of leases @ (3)
(Profit)/loss on disposal of intangible assets ) 4
Profit on sale of non-current assets and early termination of leases (15) 6)

32 Analysis of net debt

The Group's definition of net debt includes the following:
~Cash

— Borrowings and overdrafts

— Lease liabilittes

— Perpetual securities

--- Debt related financial assets at fair vatue through ‘othercomprehensive income

— Derivatives used in hedging borrowings

Met debt includes the capital injections to Sainsbury’s Banl, but excludes the net debt of Sainsbury’s Bank and its subsidiaries (Tinancial Services).

Financial Services' net debt balances are excluded because they are required as part of the business as usual operations of a bank, as opposed to specific

‘forms of financing for the Group.

Derivatives exclude those not used to hedge borrowings, and borrowings exclude banlc overdrafts as they are disclosed separately.
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32 Analysis of net debt continued

W
A raconciliation of opening to closing net debt is included below. Balances and movements for the total Group and Financial Services are shiown In addition to %
Retail to enable reconciliation .betwgen the Group batance sheet-and Group cash flow statement. %
Cashmovements Non-cash movements g
Cashflows Net interest Other -
6 March excluding (veceived)y/ Accrued non-cash Changes in -4 March
2022 4nterost patd 4nterest movements fatrvatue 2023
£m £m £m £m £m £m £m
Retail
Net derivative financial instruments 5 - (5) 5 (5) - -
Borrowings {excluding overdrafts) (575) 410 45 (a0) © - (539)
Lease liabilities (6,618) 512 267 (267) (382) - (6,488)
Arising from financing activities (7,188) 552 307 (302) (396) - (7,027)
g
Financial assets at fair value through other - - - - - - - _;,‘%’
comprehensive income %
Cash and cash equivalents . 436 247 - - - - 683 ;,
Bank overdrafts 7) 7 - - - - - §
Retail net debt (6,759) 806 - 307 (302) (396) - (6,344) =
Financial Services . '
Net derivative financial instruments 4q - - - - @) -
Borrowings (excluding overdrafts) 179) 55 9 (12) - 5 (122)
Lease liabilities ' 3) 2 - - - - o))
Arising from financing activities (178) 57 9 12) - 1 (123)
Financial assets at fair value through other 418 207 - - - 1 626 8"
comprehensive income B
Cash and cash equivalents 389 247 - - - - 636 il
Financial Services net debt 629 511 9 T (12) - 2 1,139 g -
3.
Group ) : . ::_x';'_f
Net derivative financial instruments 9 - ) 5 {5 @ - 2
Borrowings (excluding overdrafts) (759) 95 54 (52) ) 5 (661)
Lease liabilities (6,621) 514 267 (267) (382) - (6,489)
Arising from financing activities (7,366) 609 316 (319) (396) 1 (7,150)
Financial assets at fair value through other 418 207 - - - 1 626
comprehensive income ’ ‘
Cash and cash equivalents 825 494 - - - - 1,319
Bank overdrafts ) 7 - - - - -
Group net debt ' (6,130) 1,317 316 (319) (396) 2 (5,205)
Retail net debt (6,759) 806 307 (302) (396) - (6,344)
Of which:
Leases . (6,618) (6,488)
Net debt excluding lease liabilities (141) 144

Other non-cash movemnents relate to interest accruals, new leases and foreign exchange.
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32 Analysis of net debt continued

Cashmovements Non-cash movements
Cash flows ’
7March excluding Netinterest Accrued Othernon-cash Changesin S March
021 interest  (received)/paid interest movements fair value 2022
£m £m £m £m £m £m £m
Retail
Net derivative financial instruments (14) - 10 (10) 11 8 5
Borrowings (excluding overdrafts) (826) 248 28 (25) - - (575)
Lease liabilities (5.829) 491 281 (281) (1,280) - (6.618)
Arising from financing activities 6,669) 739 319 (316) (1,269) 8 (7188)
Financial assets at fair value through other 1 - - c - -~ 0 -
comprehensive income
Cash and cash equivalents 546 (110) - - - - 436
Bank overdrafts ’ . {99) 92 - - ‘ - : - 7)
Retail net debt (excluding perpetual securities) (6,221) 721 319 (316) (1.269) 7 {6.759)
Financial Services
Net derivative financial instruments - - - . - - 4 4
Borrowings (excluding overdrafts) (179 - 10 (11) -~ 1 179
Lease liabilities ©) 2 - - - - Q)
Arising from financing activities (184) 2 10 11) - 5 (178)
Financial assets at fair value through other 537 (115) - - - @) 418
comprehensive income _
Cash and cash equivalents 1,029 640) - - - - 389
Financial Services net debt 1,382 (753) 10 ’ 11) - 1 629
Group
Net derivative financial instruments ’ (14) ‘ - 10 (10) 1 12 9
Borrowings (excluding overdrafts) (1,005) 248 38 (36) - 1 (754)
Lease liabilities (5.834) 493 281 (281) (1,280) - 6,621)
Arising from financing activities 6,853) 741 329 327) (1,269) 13 (7.366)
Financial assets at fair value through other 538 (115) - - - (5) 418
comprehensive income .
Cash and cash equivalents 1575 {750) - - - - 825
Bank overdrafts (99) 92 - - - - (7)
Group net debt (excluding perpetual securities) {4,839) (32 329 (327) (1.269) 8 {6.130)
Retail net debt (excluding perpetual securities) (6.221) 721 319 (316) (1,269) 7 - (6.759)
Perpetual convertible bonds (248) 8 - - 240 - -
Retail net debt (including perpetual securities) (6.469) 729 319 (316) (1.029) 7 (6.759)
Of which:
Leases (5,829) (6,618)

Net debt excluding lease liabilities (640) (141)
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32 Analysis of net debt continued
Reconciliation of net cash flow to movement in net debt
=
52 weeks to 52 weeks to
4 March S March
2023 2022
£m £m
Opening net debt (6,759) (6.469)
Cash flow movements
Net increase/(decrease) in cash and cash cquivalents (including overdrafts) 301 (G58)
Elimination of Financial Services movement in cash and cash equivalents (247) 040
Repayment of perpetual capital securities - 8
Decrease in Retail borrowings 410 248
Decrease in Retail lease obligations 512 491
Net interest paid on components of Retail net debt 307 319
Changes in net debt resulting from cash flow 1,113 1,048
Non-cash movements
Accrued interest (302) (316)
Retail fair value.and other non-cash movements {396) (1.022)
Changes in net debt resulting from non-cash movements (698) (1.338)
Movement in net debt 415 (290)
Closing net debt (6,3449) (6,759)
33 Borrowings
2023 o 2022
Current Non=current Fotal ‘Current ‘Non-current Total
£m £m £m £m £m £m
Loan due 2031 48 491 539 44 531 575
Bank overdrafts - - - 7 - 7
Transaction costs ) @ 5) - - -
Sainsbury's Bank Tier 2 Capital 6 116 122 3 176 179
53 603 656 54 707 761

a) Loan due 2031

The loan is secured against 48 (2022: 18) supermarket properties (notc 14). This is an inflation linked amortising loan from the finance company Longstone
Finance plc with an outstanding principal value of £527 million (2022: £566 million) fixcd at a real rate of 2.36 per cent where principal and interest rate
are-uplifted armuatly by RPI subject to a‘cap at five per-cent and a floor at nil per-cent. The carrying value-of the loan is £539 million (2022: £575 million) with

a final repayment date of April 2031.

The Group has entered into inflation swaps to convert 5490'million (2022: £490 mitlion) of the £527 million (2022: £566 million) loan from R linked interest
to fixed rate interest untit April 2023. These transactions have been designated as cash flow hedges (note 30).

The principal activity of Longstone Finance plc is the issuance of commercial mortgage-bacled sccuritics and applying the proceeds towards the secured

loans due 2031 with the Group as summarised above.

Intertrust Gorporate Services Limited holds all the issued share capital of Longstenc inance | loldings Limited on trust for charitable purposes. Longstone
Finance Holdings Limited beneficiallyowns all the issued share capital of Longstone Finance plc. As the Group has no interest, power-or bears any risk-over

these entities they are not included in the Group consolidation.

b) Bank overdrafts

Bank overdrafts are repayable on demand and bear interest at a spread above Bank of England base rate.

©) Sainsbury’s Bank Tier 2 Capital due 2033

The Banlissued £120 million of fixed rate reset callable subordinated Tier 2 notes in September 2022. These notes pay interest on the principal amount

at a rate of 10.5 per cent per annum, payable in equal instalments semi-annually in arrears, until March 2028 at which time the interest rate will reset. This
was issued in conjunction with a tender to repurchase and extinguish £120 million of the existing £175 million subordinated Tier 2 notes that were issued
nNovember 2017, The Bank subscquently redeermed the rermatning €55 miltion of the existing £175 million issued i Novermber 2022.

d) Short term borrowings

The Group refinanced its Revolving Credit Macility in December 2022. The new Revolving Credit Facility i3 unsecured and is split into two Facilities, a £500
million Facility (A) and a £500 million Facility (B). Facility A has a maturity of December 2026 and Facility B has a maturity of December 2027. At 4 Maich 2023,

‘the Revolving Credit Fatility was undrawn (2022: andrawn).

The Revolving Credit Facility incurs commitment fees at marleet rates and drawdowns bear interest at a margin above SONIA.

The Group maintains uncommitted facilitics to provide additional capacity to fund short-term working capital requiremants. Drawdowns on thiese

uncommitted facilities bear mterest at a margin. The uncommitted facilities were undrawn at 4 March 2023 (2022: undrawn).
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33 Borrowings continued

e) Term loan
The Group issued a £575 million unsecured term loan in December.2022, with maturity of March 2026. This new term loan refinanced the £575 million Bridge
Loan Facility arranged in October 2022 with maturity of Movember 2024:

At 4 March 2023, the term loan was undrawn.

f) Transaction costs
TeansacHon costs aie amaitised on a straightline basis over the life of the facility they relate to.

34 Employee costs .
2023 2022
£m £m
‘Employee costs for the Group during the year amounted to:
Wages and salaries, including bonus and termination benefits 3,088 3119
Social'security-costs 240 240
Pension costs — defined contribution schemes . 191 183
Share-based payments-expense 59 58
3,578 3,600
2023 2022
‘000 ‘000
The average number of employees, including directors; during the year was:
Full-time 63 65
- Part-time 99 116
162 181
Full-time equivalent 107 117

Details of key management compensation can be found in note 39 and within the Directors’ Remuneration Report on pages 96 to 113.

35 Retirement benefit obligations

Accounting policies — defined contribution pension schemes
The Group contributions to defined contribution pension schemes are charged to the incomne statement as incurred. Any contributions unpaid at the balance
sheet date are included as an accrual as at that date. The Group has no further payment obligations once the contributions have been paid.

Accounting policies — defined benefit pension scheme (Sainsbury’s Pension Scheme)

The surplus or dcficit recognised in the balance sheet for defined benefit schemes represents the difference between the fair value of the plan assets and the
present value of the defined benefit obligation at the balance sheet date. The defined benefit obligation is actuarially calculated on an annual basis using the
‘projected unit'credit method.

Actuarial gains and losses are reported in the statement of other comprehensive incorne as incurred, and comprise both the effects of changes in actuarial
assumptions and cxperience adjustments arising because of differences between the previous actuarial assumptions and what has actually occurred.

The income statement charge-consists-of a financing-charge, which is the ret of interest.cost-on-pension scheme liabilities-and interest income-on-plan-assets
and defined benefit pension scheme expenses.

The financing charge is determined by applying the discount rate used to measure the defined benefit obligation to the pension scheme liabilitics and plan
assets at the beginning of the financial year.

Background

The retirement benefit obligations relate to the Sainsbury's Pension Scheme plus three unfunded pension liabilities for former senior employees.of
Sainsbury’s and Home Retail Group.

The Sainsbury’s Nension Scheme has two sections, the Sainsbury's Section which holtds the assets and liabilitics of the original Sainsbury's Pension Scheme,
and the Argos Section which holds the assets and liabilities of the Home Retail Croup Pension Scheme. Bach section’s assets are segregated by deed and ring
fenced for the benefit-of the mermnbers-of that section. The Scheme is Tun by-a-corporate trustee with nine-directors.

The Scheime is also used to pay life assurance benefits to current (including new) colleagues.
The retireiment benefit obligations at the year-end have been calculated by Isio, the actuarial advisers to the Group, using the projected unil credit method

-and based-on-adjusting the pesition.at the date of the previous triennial valuation for known events.and changes in market conditions.as-allowed under 1AS
19 ‘Employee Benefits'.
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35 Retirement benefit obligations continued

Sainsbury’s section

The scction was closed to new employees on 31 January 2002 and doesed to future accrual on 28 September.2013. There-are three benefit categories: final
salary, career average and cash balance. Tinal salary and career average benefits are determined by service and satary. Cash balance benefits are determined
by the accrued retirement account credits.

‘Argos section

The section was closed to new employees in 2003 and to future accrual in January 2013. Pension bencfits are based on service and final salary when leaving
the Scheme.

Triennial valuation

The Trustee’s triennial valuation is used to determine the contributions required for the Scheme to pay all the benefits due, now and in the future. The Trustee
must allow for a level of prudence and so these assumptions therefore place a relatively high value on the Scheme’s liabilities. By contrast, IAS 18 ‘Employce
Benefits requires alt companics to value the liabilities on a *best estimate’ basis which places a lower value on the liabilities and therefore a more favourable
financial position. As such, the accounting value is different to the result obtained using the Trustee's triennial valuation basis.

The Trustee completed a tricnnial valuation as at 30 September 2022, resulting in an actuarial surplus of £130 million (comprising a surplus of £231 million in
the Sainsbury's section and a £101 million deficit in the Argos section) on a technical provisions basis, from a deficit of £538 million in 2018. The asset backed
contributions structure (ABC) established by Sainsbury's in July 2019 continues to deliver as planncd.

Under the ABG; propertics with a valuation of £1,350 million were transferred into a newly formed property holding company  Sainsbury’s NMroperty 1loldings
Lirnited (Propco) from the Sainsbury’s Property Scottish Partnership and other Sainsbury's Group Companies. The Propco is-a wholly owned subsidiary of the
Group and leases the transferred propertics to other Group companies. Rental receipts facilitate pagyments of interest and capital on loan notes issued to the
Partnership, in which the Scheme holds an interest.

The Partnership is controlled by Sainsbury’s and its results are consolidated by the Group. The Scheme's investment in the Martnership does not qualify as
a plar assel for the purposes of bie Group'scutiseldated financldl statements-and {s therefore notincluded within the falr value of plan-assets.

The value of the properties transferred to the Propco remains in the Group's property, plant and equipment on the balance sheet, and the Group retains full
operational flexibility to extend, develop and substitute them.

The Scheme's interest in the Partnership entitled it to.annual distributions over up to.20 years initially through three payment streams.

1) Payments to the Sainsbury’s section (€15 miltion per year) which stopped from December 2021

2) Payments tothe Argos section (£20 million per year)

3) Switching payment stream, paid to either the Sainsbury’s section or Argos section (initialty £23 million per year, increasing to £33 million by 2038)

Mo other cash contributions were paid during the year (2022: cash contributions of £10 million).

The paymenits to the Sainsbury's and Argos sections (streams 1 and 2) would stop in'2030, or when the relevant section reached its funding targct, if carlicr.
The Sainsbury’s section reached its funding target on 31 December 2021 and so the first payment stream was permanently switched off, cven though the
subsequent updating of assumptions under the 2021 triennial valuation resulted in a.small deficit on this funding basis.

The switching stream (stream 3) was initially paid to the Sainsbury's section until it reached the funding target, when it switched to the Argos scction.
Payments continue uriti’ 2038 or until both sections have reached their funding targets, if carlier.

level improves, as the riskcof a Group insolvency to the Scheme reduces. Once a section reaches a specific funding target for three consccutive quarters, the
leval of security that the Scheme can access raduces at the following 31 March inline with the Residual Security Amount (RSA) cape sot out in the ABC
framework. The security is currently provided by properties in the ABC which are valued annually. If the value of the security is outside a corridor either side
of the RSA, the Cornpany must top up if the value is less, or can chose to remove properly frorm the Propeo if the value is higher, however if a delaull event
were to-occur, the Scheme would only have rights-over the security to the value-of the RSA=-any-excess value would remain in the Propco-and fevert to

the Company.

IFRIC 14

Under IFRIC 14; a company is required to measure any economic benefits available to it in the form of refunds or reductions to future contributions at the
maximum amount that is consistent with the terms and conditions of the pension scheme. These are regarded as available to a company if it has an
unconditional right to realise them at some point during the life of the pension scheme or when all benefits are finally settled. Such an unconditional right
would not-exist when the-availability of the refund-or the reductionin future-contribution would be contingent upen factors beyond the-company's control.

Management is of the view that it has an unconditional right to a refund of surplus under IFRIC 11. As such no adjustment has been made for potential
additional liabilities.

In forming this-conclusion management has considered whether the Group can-control the run~off of the Scheme until there are-no liabilities left, consistent
with [FRIC 14. For exampie, if the Trustee has a unilateral power to wind up the Scheme while there are liabilities remaining, then it is viewed that the Group
cannot access surplus through this route. For both sections, management have assessed that the Group can control run-off until no liabilitics remain by
complying with its obligations under the Scheme rules and pensions legislation, and there will therefore be a gradual settlement of the planned liabilities over
the life of each section.

The Scheme rules list certain situations under which the Trustee can wind up the Scheme; however, whilst there is graduat settlement of the Scheme’s
liabilities, these are concluded to be within the control of the Group. As a result, it is concluded that the Trustee does not have a unilatcral power to wind up
the Scheme nor augment benefits while the Scheme is ongoing.
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35 Retirement benefit obligations continued

Unfunded pension liabilities
The unfunded pension tiabilitics are unwound when-each-employee reaches retirement and takes their-pension from the-Group payroll or is-crystallised in the
evant of an employcee leaving or retiring and choosing to talce the provision as a onc off cash payment.

a) Income statement
The amounts recognised in the income statement are as follows:

s 2023 2022
€m £m

Excluded from underlying profit before tax: .
‘nterest cost ‘on pension liabilities! ' 1221) (197}
Interest income on plan assets 277 212
Total thcladed infinance income 56 15
Defined benefit pension scheme expenses 6) 7)
‘Past service-credit/(cost) - 3
Settlement gains? 8 -
Total excluded from underlying profit before tax 58 11
Total income statement income 58 11

1. ‘Includesinterest-of €1'mittionfor the'unfunded pension'scheme (2022:€1million).
2. Asettlement credit of €8 million has been recognised relating to a gain on payments made to members exiting the scheme refative to the liabitities.

b) Other comprehensive income
Remeasurements of the retirement benefit obligations have been recognised as follows:

2023 2022
£m £m
Return on plan assets, excluding amounts included in interest " (4,739) 739
Actuarial gains/(losses) arising from changes in:
Finance assumptions' 3,518 334
Demograpi’lic assumptions? 38 133
Experience® (215) 251
Total actuarial gains . 3,341 718
Total remeasurements (1,398) 1,457
1. Includes £13 million for the unfunded pension scheme (2022: €1 million}. )
2. Includes €1 million for the unfunded pension scheme (2022: £1 million).
3. Includes a charge of £{1) million for the unfunded pension scheme (2022: £nil).
c) Balance sheet
The amounts recognised in the balance sheet are as follows:
2023 2022
Sainsbury’s Argos Group Sainsbury’s Arqgos Group
£m £m £m £m £m £m
‘Present valtue of funded obligations (5,128) 793) G921 8:060) 1.313) 19.373)
Fair value of plan assets 6,007 927 6,934 10,158 1,535 11,693
Retirement benefit surplus 879 132 1,013 2098 222 2,320
Present value of unfunded obligations (12) (12) (29) (20) (17) (37)
Retirement benefit surplus 867 122 989 2078 205 2,283

The retirement benefit surplus and the associated deferred income tax balance are shown within-different tine items-on the face of the balance sheet.
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35 Retirement benefit obligations continued

The movements in the Group’s net defined benefit obligations are as follows:

2023 2022
) £m £€m
As at the beginning of the year 2,283 744
Net interest income 56 15
Remeasurement (losses)/gains . . (1,398) 1457
Pension scheme expenses @©) 1G]
Contributions by employer a4 71
Benefits paid 2 -
Past service credit - 3
Settlement gains ) 8 -
As at the end of the year 989 2,283
The movemenits in the retirement benefit obligations {including unfunded obligations) are as follows:
2023 2022
£m £m
As at the beginning of the year (9,410) (10,256)
Interest cost ‘ (221) (197)
Remeasurement gains ) 3,341 718
Benefits paid 308 322
Past service credit : - 3
Settlement gains 37 —-
As at the end of the year (5,945) (9.410)
Analysed as:
Retirement benefit obligations (5,921) (9,373)
Unfunded obligations (29) (37)
The movements in the fair value of plan assets are as follows:
2023 2022
£m £m
As at the beginning of the year 11,693 11,000
Interest income on plan assets 277 212
Pension scheme expenses 6) 7)
Remeasurement (losses)/gains (4,739) 739
Contributions by employer 44 71
Benefits paid , (306) - (322
Settlement gains (29) -
As at the end of the year ' 6,934 11,693

Significant estimate — pension scheme assets

The Scheme holds some private market assets as they are expected to deliver a more favourable risk/return profile than public market equivalents. These
‘assets are velatively illiquid (likely to be realised over €5 years) but the Schierne hiolds sufficient liquid assets (cash, gilts and other liquid securities) to be
confident that it can meet its pension and collateral obligations over time.

The valuation of these assets is based on the audited accounts of the funds, where available, and net asset value statements from the investment managers

where recent accounts are not available. For many of these investments, the valuations provided are at 30 September. The Group therefore performs a
roll-forward for these vatuations, adjusting forcash received or paid and applying the changes seen in retevant tiquid tndices as follows:

Retumns from

30-Sep-22to

Asset Class ’ 4-Mar-23
‘Global equrity USD retum i 16:58%
Global High Yield Debt USD return 6.73%
‘US loahs USD vetuih '6:07%
UK REITS GBP return 9.96%

The roll-forward has increased the valuation of illiquid assets by £95 million. A 1 per cent increase/decrease in the indices used would have caused a £16 million
increase/decrease in the adjustment.

Investment strategy and risks associated with the Group’s defined benefit pension scheme

The investrment strategy of the Scheme is determined by the Trustee. The Trustee considers that its.primary responsibility in respect of investments is to
ensure. for the duration of the Scheme, that funds will be available to meet the benefit payment obligations as they fall due. Following the completion of the
2021 triennial valuation and updated actuarial assumptions which resulted in a surptus on the statutory basis and the volatility following the mini budget in
September 2022 which also had an impact on the Scheme’s funding, the Trustee continues to target being funded on a gilts +0.5% p.a. basis, while limiting
the downside risk associated with investment policy wherever possible. The investment objectives target a 50% or better chance of fully funded on this basis
by the'end of 2024 for the Argos ‘section and the'end of 2028 for the Sainsbury's'section.
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35 Retirement benefit obligations continued

Before the political events in late 2022 and associated significant and rapid market movements, both sections of the Scheme were almost fully hedged

- .against interest rate and inflation changes. However, to best manage the ongoing situation and protect the Scheme by maintaining liquidity levels to settle
collateral calls in the event of further significant interest rate volatility, the Trustee decided to reduce the interest rate hedging and the Company also made

a short-term loan facility of £500 million available. The timing of the changes that were imptemented for the Sainsbury’s section coincided with in a fall in

gilt yields which reduced the ongoing funding level. There was only a slight impact on the Argos section as the reduction in hedging was implemented later.
The Trustee did not draw on the short-term loan facility, which was withdrawn, as agreed, in January 2023. As the 2021 triennial valuation was already signed,
there was no-change to the-contributions to the Scheme,and the Company does not currently anticipate-anyimpact on the 2024 triennial valuation
contribution requirements.

The Trustee has since taken action to partially reinstate the interest rate hedging ratios. The Trustee has also reviewed the collateral sufficiency framework

which ensures sufficient high quality liquid assets are maintained to meet liquidity requirements, even in times of market stress and volatility. The level of
collateral that the Scheme can call on at any time is well above the limits suggested recently by the Pensions Regulator.

The risks associated with achieving the above strategy are as follows:

Risk Description Mitigation

Investment Underperformance of the investment strategy The Scheme adopts a liability driven investment framework to generate

Strategy Risk relative to the changes in the Scheme’s liabilities  excess asset returns with reference to its liabilities by largely removing its
teduces the future resources available to meet interest and inflation uncertainties.
pension obligations.

Investment Poor execution including investment managers”  Investment mandates are closely monitored against their portfolio

Implementation underperformance relative to their targets leads ~ benchmarks and risk allowances set out in investment guidelines. The

Risks to lower funding levels. Investment Committee can terminate consistently underperforming

mandates.

Custody Risks Inadequate controls lead to inaccurate record The top tier global custodian Northern Trust oversees the Scheme's assets.
‘keeping and loss of assets through investment The Trustee also uses an independent third party consultant to periodically
fraud. review Northern Trust’s performance and compare it to its peers.

‘Sustatnabitity, Investmertt nanagers donot have appropriate The Scheme tncarparates ESG, stewardship and other related risks into

including ESG policies and procedures in place to identify and its Statement of Investment Principles (SIP) and publishes an annual

and climate risks assess ESG risks and opportunities. Implementation Statement and a TCFD report. Investment managers are

requested to confirm whether they operate in line with the Trustee’s policies.
The approach that the Trustee has adopted as part of its ongoing process
to deliver a Net Zero goal by 2050 includes investment decisions based

on new climate governance and reporting standards, engagement with
corporates and government, maintaining outcomes focused on climate
objectives in investments, and the role of the Scheme’s investment
managers in signing up to the UN Principles of Responsible Investment
and having Net Zero targets.

ESG risks encompass a broad range of risks across the Environmentat,
Social and Governance activities of the entities in which the Scheme
ultimately invests. Examples of ESG risks could inctude risks associated
with exposure to climate transition (e.g. exposure to fossil fuels), risks
associated with a lack of diversity, equity and inclusion, or risks associated
with poor corporate governance.

Investment Insufficient training and awareness of regulatory  The Trustee has top tier advisers and is advised by Eversheds Sutherland

Regulatory Risk requirements results in non-compliance with and CMS Cameron McKenna on legal and regulatory matters, and closely
regulations. follows changes in regulatory requirements and developments for pensions

and investments.
Periodic training is provided to the Investment Committee, advisers, and
if necessary, the full Board by relevant experts.

Investment Insufficient liquidity to meet ongoing or The Scheme adopts a collateral sufficiency framnework which ensures

Liquidity Risks unexpected cash flow requirements in respect sufficient high quality liquid assets are maintained in order to meet liquidity
of member benefit payments, aswell as reguirements, even in times of market stress. The Investment Adviser
collateral top up requests to manage the liaises with the Scheme Actuary and the Pensions Department to understand
Scheme’s derivative positions. current and future cash flow requirements.

Investment Financial losses may be incurred due to failure Asset Managers manage credit limits for all their derivative counterparty

Counterparty Risks of counterparties or inability to roll-over exposures and monitor positions over derivative roll dates.
derivative positions.

Longevity Risks The Scheme pays benefits longer than expected ~ Longevity risk is managed as part of the Scheme’s integrated risk
due to members'’ increasing life expectancy. management framework. The Trustee monitors longevity risk and aims

to achieve sufficient funding levels by meeting prudent milestone targets
which take account of the potential for increased life expectancy.

Currency Risks The Scheme's unhedged foreign currency The Trustee monitors foreign currency exposure and uses hedging
exposure leads to additional volatility for programmes to efficiently control foreign currency risk at reasonable cost.
non-sterling denominated assets’ returns as
all benefits are denominated in pound sterling.

Geopolitical Risk The Scheme’s asset returns are negatively The Trustee adopts a top-down risk management framework and their

impacted by unpredictable geopolitical events.

advisors and asset managers closely monitor all positions impacted by
geopolitical events.
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35 Retirement benefit obligations continued

The major categories of plan assets are as follows:

Quoted Unquoted® Quoted Unquoted!
2023 2023 2022 2022
£m - £m £m £m
Liability matching assets 3,092 1,629 7.096 2,167
Growth assets
Equity
‘Private - 429 - 393
Derivatives? - 4 - 7
Fixed Income Securities
Emerging Market Bonds - - 139 4
Alternatives
Real Estate - 397 - 593
Private Debt - 726 - 733
Diversified Growth - 303 - 301
Cash and Cash equivalents 354 - 260 -
3,446 3,488 7495 4,198

1. Certainunquoted fixed interest securities, private equity and debt investments and property investments are stated at fair value, These fair values may differ from their realisable values due to the absence of liquid
markets in these investments.
2. Swap contract derivatives outstanding at the year-end are stated at the net present value of future discounted cash flows of each leg of the swap.

For the comparative period, quoted and unquotced assct balances have been reclassified from £7.793 million and £3,900 niillion to £7.495 miillivin aid £4,198
million to reflect an asset manager’s categorisation of somce investments held.

neluded within liability matching assets are Govermment Bonds totalting ‘€4,083m (2022:'£10:938r), ‘Corporate Bonds totalling'£1,9881i (2022:'£5,5497), anid
Fixed income derivatives totalling £356m (2022. £487m), offset by repurchase agreements totalling £(1,706)rn (2022: £(7,711)11). Citca 94% uf the Scherne's
corporate bonds are invested in investment grade credit. The remainder are either unrated or below investment grade.
The Sainsbury’s Nension Scheme adopts a liability driven investment (LDI) framework to manage it3 funding risk and reduce volatility by largely removing

. the'interest rate and inflation Tate irmpacts of its liabilities. As atesult, the value of the Stherhe’s a3sets thanges in the similarway to its liabilities, whith helps
maintain its ability to pay benefits and therefore member security over the long term.

Of the above assets, £3,506 million are denominated in pound sterling and £3,427 million are denominated in overseas currencies.

4) Assumptions
The principal actuarial assumptions used at the balance sheet date are as follows:
2023 2022
% %
Discount rate 5.00 240
Inflation rate ~ RPI ' 3.25 3.60
inflation rate — CPI 2.55 290
Future pension increases 1.90-295 230-345

Discount rate

The discount rate for the Scheme is derived from the expected yields on high quality corporate bonds over the duration of the Gioup's pension scheine and
extrapolated in line with gilts with no theoretical growth assumptions. High quality corporate bonds are those for which at least one of the main ratings
agencies considers to be at least AA (or equivalent).

Inflation

On 25 Movember 2022; the Government and UK Statistics Authority’s joint consultation responsc on RPI reform was published. This confirrmed their intention
to amend the RPI calculation methodology to be aligned to that already in use for the calculation of the CPI (including housiing) with effecl frorri 2030. As a
result, the Group reduced the post 2030 gap between RPI and CP! to nil in the prior year, effectively assuming RPI will be aligned with CPI post 2030, resulting
nasingleweightod aviarage RP1'CPIgap of 0.70% p.a. for thie 4 March 2023 year ‘end. This approach has been applied consistently i thecurerit year.

Jioday Jibarens

11008y 2ouBUINCY

o
=]
o
bl
8
v
e
[
§
o
=
g
m:




200 Financial Statements J Sainsbury plc Annuat Report 2023

35 Retirement benefit obligations continued

Mortality .

The base mortality assumptions are based on the SAPS $2 tables, with adjustments to reflect the Scheme's population. Following the cornpletion of the 2021
triennial valuation and consideration of the previous three ycars of mortality experience both in the Scheme and the UK as a wlhiule, the Cornpany has
decided to update the actuarial mortality base tables that determine the life expectancy assumptions to reflect a best-estimate adjustment derived from
analysis carried out for the vaiuation. Future mortality improvements for the 2023 year-end are CMI 2021 projections with a long term rate of improvement of
1.25 per cent p.a. Future'mortality improvements for the 2023 year-end are CMI 2021 projections with a long term rate of improvement of 1.25 per cent p.a.
Future mortality improvements for the 2022 yearend were CMI 2021 projections with a long term rate-of improvement-of 1.25 per-cent p:a.

While COVID-19 had an impact on mortality in 2020, the impact on future mortality trends is currently unknown. All IAS 19 calculations use the CMI model,
which measures potential changes to future mortality trends. The Group’s policy is to use the available version as at the year-end which is still CM] 2021 which
was released on 9 March 2022.

As aresult of the significant change to mortality in the CMI 2020 model, the CMI modified the calibration process for CMI 2020 to allow choice on the
weighting placed on an individual year's data. For the Core version of CMI 2020, a weight of zero per cent was applied to 2020 data and weightings of 100 per
cent for other years, so the potentially exceptional 2020 experience was ignored when modelling future improvements. This approach was maintained for
CMI 2021, with zero per cent weighting applied to 2020 and 2021 data.

A 10 per cent weighting has therefore been applied again to the 2020 and 2021 mortality data, broadly reflecting that the effects of the pandemic were
significantly reduced going forwards with mortality rates for 2022 immediately returning to those in 2019. Thereafter, mortality improvements are in line with
the CMI 2021 Core model. The impact of different weightings on the Scheme liabilities is included in the sensitivities section within this note.

The life expectancy for members aged-65years at the balance'sheet date is as follows:

Satnsbury's Sainsbury’s
Sainsbury’s section Sainsbury’s section
section Executive Argos section Executive Argos
Main Sch ch cti ‘Main Scheme Scheme section
2023 2023 2023 - 2022 2022 2022
Years Years Years Years Years Years
‘Male pensioner ] 19.5 227 203 19:6 238 213
Female pensioner 23.3 24.0 23.4 23.5 25.0 239

The life expectancy at age 65 for members aged 45 years at the balance sheet date is as follows:

Sainsbury's Sainsbury’s
Salnsbury’s section Sainsbury’s section
section Executive Argos section Executive Argos
Main Sch Sch { Main Scheme Scheme section
2023 2023 2023 2022 2022 2022
Years Years Years Years Years Years
Male pensioner 20.7 24.0 216 20.8 25.0 225
Femnale pensioner 24.9 25.5 248 25.0 26.5 25.4

e) Sensitivities

The present value of the Scheme’s liabilitics recognised at the balance sheet date and the net financing chiarge recognised in Uhe income statement dare
dependent on the discount rate. Other key assumptions within this calcutation are based on market conditions or estimates of future events, including
mortality rates. The-carrying value of the retirement benefit-obligations is impacted by changes to any of the assumptions used, however ismost sensitive
to changes in the discount rate.

The sensitivities are calculated using the same methodology used to calculate the retirement benefit obligation, by considering the impact for a given change
in assurnption. The net retirement benefit obligation is the difference between the retirement benefit obligation and the fair value of plan assets. Changes in
the assumptions may occur at thie'same time as changes in the fairvatue of plan assets. Thiere has been 1o thange inthe calcutation methodology since the
prior period.

it A —
Sainsbury’s Argos Total
£m - €m £m
Financial sensitivities
Anincrease of 0.5% in the discount rate would decrease the present value of funded obligations by 348 61 407
A decrease of 0.5% in the discount rate would increase the present value of funded obligations by 389 68 457
Anincrease of 0.5% in the inflation rate would increase the present value of funded obligations by 180 44 224
A decrease of 0.5% in the inflation rate would decrease the present vaiue of funded obligations by 175 42 217
An increase of 0.5% in the inflation rate for future pension increases would increase the present value of funded obligations by 87 23 1
A decrease of 0.5% in the inflation rate for future pension increases would reduce the present value of funded obligations by 87 22 108
Demographic sensitivities
An increase of one year to the life expectancy would increase the present value of funded obligations by 160 24 183
Changing the 2020 and 2021 weighting parameters in CMI 2021 to 0% would increase the present value of funded obligations by 99 8 107
Changing the 2020 and 2021 weighting parameters in CMI 2021 to 25% would decrease the present value of funded " 54 8 62

obligations by
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35 Retirement benefit obligations continued

vy
f) Future benefit payments =
Details of future committed payments are included in the Background section at the beginning of this note. Expected cash contributions in FY23/24 are &
approximately £45 million. _g
o
The duration of the plan Tiabilities is around 15 years for the Sainsbury’s section and 17 years for the Argos section. The following table provides information -
on the timing of benefit payments (amounts undiscounted):
2023 2022
£m £m
Within the next 12 months (next annual reporting period) 237 240
Between 2 and 5 years . 1,104 1,003
Between 6 and 15 years 3,779 3,644
Between 16 and 25 years 3,974 4,176
Beyond 25 years 5,345 6,362 o
<
Total expected payments 14,439 15,425 g
2
o
36 Share-based payments )
=}
Accounting policies g

The Group provides benefits to-employees (including Directors) of the Group in the form-of equity-settied and cash-settled share-based payment
transactions, whereby employees render services in exchange for shares, rights over shares or the value of those shares in cash terms.

For equity-settled share-based payments, the fair vatue of the employee services rendered is determined by reference to the fair value of the shares awarded
or options granted, excluding the impact of any non-market vesting conditions. All share options are valued using an option-pricing model (Black-Schotes).
This fair value s charged to the thcome staternent over the vesting period of the share-based payment scheme with a corresponding increase in‘equity.

For cash-settled share-based payments, the fair value of the employee services rendered is determined at each balance sheet date and the charge

recognised through the income statement over the vesting period of the share-based payment scheme, with a corresponding increase in accruals.

The value of the-charge is adjusted in the income statement ‘over the temainder-of the vesting period to reflect .expected and actual tevels-of options vesting,
with the corresponding adjustments made in equity and accruals.

The grant by the Company of options over its equity instruments to the employees of subsidiary undertakings in the Group is treated as a capitai
contribution. The fair value of employee services received, measured by reference to the grant date fair value, is recognised over the vesting period as an
increase to investment i subsidiary undertakings, with a corresponding credit toequity. ‘
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The Group recognised £59 million (2022: £58 million) of employee costs (note 34) related to share-based payment transactions made during the financial year.
The Group operates several share-based payment schemes as set out below:

a) Savings-Related Share Option Scheme (Sharesave)

The Group operates a Savings-Related Share Option Scheme, which is open to all UK employees with more than three months’ continuous service. This is an
approved HMRC scheme and was established in 1980. Under Sharesave, participants remaining in the Group’s employment at the end of the three-year (and
historically also five-year) savings period are entitled to use their savings to purchase shares in the Company at a pre-stated exercise price.

Employees leaving for certain reasons can use their savings to purchase shares within six months of their leaving.

A reconciliation of Sharesave option movements is shown below:

2023 2022

2023 Welghted 2022 Weighted

Number of average Number of average

r;mlon p:m:e m”ﬂlion p;r:iz

Outstanding at beginning of year 58.3 186 64.1 179
Granted 237 167 138 228
Lapsed / forfeited (14.0) 206 (10.0) 179
Exercised (8.6) 167 (9.6) 204
Outstanding at end of year 59.4 177 58.3 186
Exercisable at end of year 71 166 47 238
Exercisable Range 161 to 260 161 to 260

The weighted average share price for options exercised over the year was 258 pence (2022: 259 pence). The weighted average remaining contractuat life of
options outstanding at 4 March 2023 was 1.9 years (2022: 1.8 years).
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36 Share-based payments continued

Options granted during the year were valued using the Black-Scholes option-pricing model. No performance conditions were included in the fair value
calculations. The fair value per option granted during the year and the assumptions used in the calculation are as follows:

2023 2022
Share price at grant date (pence) ' 226 277
Exercise price (pence) 167 228
Expected volatility -3 Year Period (%) 28.9 308
Option life -3 Year Period (years) 3.2 32
Expected dividends (expressed as dividend yield %) 5.6 4.0
Risk-free interest rate . —3 Year Period (%) 3.0 01
Fair value per option —3 Year Period (pence) 57 59

The expected volatility is based on the standard deviation of the Group's share price for the period immediately prior to the date of grant of award, over the
period identical to the vesting period of the award, adjusted for management's view of future volatility of the share price.

b) Long-Term Incentive Plan
Under the Long-Term Incentive Plan, shares are conditionally awarded to Senior Managers of the Company. The core awards are calculated as a percentage
of the participants’ salaries and scaled according to grades.

Performance is measured at the end of the three-year performance period. If the required performance conditions. which are financial and non-financial
non-market conditions, have been met, the awards vest and theé participants are able to exercise 100% of the awards received. For 2020 awards and prior,

recipients were only able to receive 50% of their awards after 3 years and 50% of their awards after 4 years. Options granted will expire five years from the
grant date. '

For Executive Directors, awards will normally be subject to-a two-year holding period following the end-of the three-year performance period. Options
granted to acquire the award of shares will expire six years from the date of grant.

Dividends will accrue on the shares that vest in the form of additional shares.

The core award can grow by up to four times, dependent on the level of performance. Straight-line vesting will apply if performance falls between two points.
Awards are structured as nil cost options.

A reconciliation of the number of shares conditionally allocated is shownbelow:

2023 2022
Million Miltion
Outstanding at beginning of year . 18.5 122
Conditionally allocated 9.7 129
Released to participants (74) (5.0)
Lapsed (1.8) (1.6)
Outstanding at end of year A 4 19.0 185
The weighted average remaining contractual life of share options outstanding at 4 March 2023 was 0.9 years (2022: 1.5 years).
Details of shares conditionally allocated at 4 March 2023 are set out below:
) 2023 2022
Date of conditional award Million Million
11 May 2017 (2017 Future Builder) - 11
11 May 2018 (2018 Future Builder) 0.7 2.8
09 May 2019 (2019 Future Builder) 44 29
07 May 2020 (2020 Future Builder) 3.0 33
06 Jun 2021 (2021 Win in Food Plan) 7.6 84
01 Jun 2022 (2022 Leaders’ Share Award) ‘ 33 -
19.0 185

The 2021 Win'in Food Plan was opened up to a larger population of managers, which was a one-off increase specifically for this plan.
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©w
Mo performance conditions were included in the fair value calculations. The fair value per option granted during the year and the assumptions uised in the %
calculation are as follows: &
- £
- Rl
2023 2022 =
Share price at grant date (pence) ) . 230 267
Option life (years) 3 3
Fair value per option (pence) 230 267
During the year, a total number of 7.4 million shares were exercised (2022: 5.0 million chares). The weighted average share price during the year for aptions
exercised was 232 pence (2022: 248 pence).
c) Deferred Share Award
This plan is closed to.new participants, the last awards made under this plan were in 2020/21. The Deferred Share Award targets a diverse range of financial
and strategic scorecard measures. These are intended to reward the Directors in the Company, including Executive Directors, for driving the shart-term -—S
objcctives that will directly lead to building the sustainable, long term growth of the Company. Awards are structured as nil cost aptions. :5."
<1
Share -based awards are made to participants subject to performance against a basket of measures. At least 50 per cent of the awards are hased on the ?T)
delivery of financial performance and returns to sharehelders. The balance is based.on measures which will assess the Company’s perfermance relative to its =z
competitors as well as key strategic goals. E

Performance against the target is measured over one financial year. Any shares awarded are deferred for a further twn years tn ensure that managemant's
interests continue to be aligned with those of sharcholders. The shares are subjact to forfeiture if the participant resigns or is dismissed. Dividends accrye on
the shares that vest in the form-of-additional shares.

A reconciliation of the number of shares granted over the year is shown below:

2023 2022
Miltion Million ‘
Outstanding at beginning of year ‘ 1.7 36 g
Granted! - 01 , 02 5.
Lapsed - 0.1 %
Exercised AN (2:0) ,E,".‘
Outstanding at end of year 0.1 17 &
‘L. The awards granted in‘the curvent and comparative'period relate to dividend shares awarded. é
-
The number of shares allocated at the end of the year is set out below: ’
2023 2022
Million Million
09 May 2019 - 01
07 May 2020 0.1 16
0.1 17

The weighted average remaining contractual life of share options outstanding at 4 March 2023 was nil years (2022: nil years). The weighted average share
price during the year for options exercised was 236 pence (2022: 241 pence).

d) Bonus Share Award

Senior Managers and supermarket managers receive 60 por-eent of their bonus in-cash and 40 percent of the award in shares. Dirertor level managers receive
50 per cent of their bonus in cash and 50 per cent of the award in shares. Before 2021 awards had a three-year deferral period, however awards granted from
2021 now have a deferral period of two years (except for certain colleagues who are subject to a deferral period due to financial services regulations).

Dividends accrue on these shares and are relcased at the end of the deforral period.

A rcconciliation of the number of shares granted over the year is shown balow:

2023 2022

Million Million

Outstanding at beginming of year 4 17.2 106
Granted 144 126
Exercised ththeperiod 59) @.3)
Lapsed 1.3) (L7)

‘Outstanding atend of year 234 172
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The number of shares allocated at the end of the year is set out below:

2023 2022

Million Million

09 May 2019 : - 5.1
07 May 2020 ) 1.0 11
07 May 2021 10.3 110
01 June 2022 131 -
24.4 17.2

The weighted average remaining contractual life of share options outstanding at 4 March 2023 was 0.6 years (2022:0.7 years). The weighted average share
price during the year for options exercised was 251 pence (2022: 242 pence).

37 Capital commitments
At 4 March 2023, capital cormmiitinents contracted, but hot provided for by the Grodp, amotnted to ‘€159 million (5 Maich 2022: ‘€108 tillion).

In addition, the Group is committed to payments totalling £101 million (2022: £nil) in relation to leases that have been signed but not yet commenced.

38 Contingent liabilities

The Group has a number of contingent liabilities in respect of historic lease guarantees, particularly in relation to the disposal of assets, which if the current
tenant and their ultimate parents become insolvent, may expose the Group to a material liability. This liability decreases over time as the leases expire. The
Group has considered a number of factors, including past history of default as well as the profitability and cash generation of the current leasehotders, and
has concluded that the likelihood of pay out is remote. )

Along with other retailers, the Group is currently subject to claims from current and ex-employees in the Employment Tribunal for equal pay under the
Equality Act 2010 and/or the Equal Pay Act 1970. There are currently circa 13,000 equal pay claims from circa 8,100 claimants and the Group believes that
furthar claims may be served. The claimants are alleging that their work within Sainsbury’s stores ts Ui wes of equal value tu thal of colleagues working in
Sainsbury's distribution centres, and that differences in terms and conditions relating to pay are not objectively justifiable. The claimants are seeking the
differential back paybased on the higher wages in distribution depots, and the equalisation of wages and terrns and conditions on an ongaing basis.

There are three stages in the tribunal procedure for equal value claims of this nature and the claimants will need to succeed in all three. The first stage is
whgther stére claimants have the legal right to make the compariscn with depot woikers. Following European and Supreme Court décisions in other
litigation, Sainsbury's has conceded this point. The second stage is the lengthy process to determine whether any of the claimants’ roles are of equal value to
their chosen comparators. In the event that any of the claimants succeed at the second stage, there will be a third stage comprising further hearings, in the
following years, to consider Sainsbury’s material factor defences, relating to non-discriminatory reasons for any pay differential. Completion of these two
stages is ltkely to take many-years which may involve hearings-and appeals. It-is-not possible to predict a final date with-amy-certainty.

If the Group is unsuccessful at the end of the litigation the liability could be material but due to the complexity and multitudinous factual and legal
uncertainties we are not in a position to predict an outcome, quantum or impact at this stage.

There are substantial factual-and tegal -defences to these claims-and the Group intends to-defend them vigorously.

‘
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39 Related party transactions

a) Key management personnel :

The key management personnel of the Group comprise members of the J Sainsbury plc Board of Directors and the Operating Board. The key management
personnel compensation is as follows:

2023 2022
. £m £m
Shiort-term employee benefits 15 12
Post-employment employee benefits 1
Share-based payrerits ' . ] L) 6
) 22 19

Five key management personnel had credit card balances with Financial Services (2022. three). These arose in the nuirmal course of business and weie
immaterial to the Group and the individuals. Two key management personnel held saving depuosit accounts with Financiat Services (2022: one). These
balances arose in the normal course of business and were immaterial te the Group and the individuals.

b) Joint ventures and associates

Transactions with joint ventures and associates

For the 52 weeks to 4 March.2023, the Group entered into various transactions with joint ventures and associates as set out below. All transactions with joint
ventures and associates are at arims-length. .

2023 2022
£m £m
‘Dividends and distributions received 1 2
Rental expenses paid 6) (8)
Year-end balances arising from transactions with joint ventures and associates
2023 2022
£m £m
Other payables @ m

T) Retirement benefit obligations
As discussed in note 35, the Group has entered into an arrangement with the Pension Scheme Trustee as part of the funding plan for the actuarial deficit in
the Scheme. Full details of this arrangement are set out in note 35 to these financial statements.

40 Post balance sheet events

Subsequent to the Group’s balance sheet date, on 14 March 2023 the Group exchanged contracts for the purchase of Supermarket Income REIT's beneficial
interest in a commercial property investment pool, in which the Group already held a beneficial interest, refer to note 29. The purchase has been implemented
through the acquisition of Cornerford Limited, Homdrift Limited, Avenell Property PLC and Hobart Property PLC.

The transaction'completed on 17 March 2023 for a total consideration of £431 million {excuding tosts), which is beingpaid in three tranches. £279 miillion
was paid on 17 March 2023 and £117 million will be paid on 10 July 2023, whilst the third tranche of £35 million is conditional on the sale of five stores from
the property pool by the Group. Additionally, the Group will fully fund the bond redemptions attached to the property pool, of which £170.5 million was paid
on 20 March 2023 and £130.4 miltion will be paid on 13 July 2023.

The'total consideration and bond redermiptions dreto be funded by utilising the 'Gl:lep'S cashesuanTes did also by diawing under the cornmiltted unsecured
term facility, from which the Group drew £200 million on 14 March 2023.
As this transaction took place subsequent to the Group's balance sheet date, no adjustments are required to be made to the Group's financial staterments.

As the transaction exchanged and completed after the balance sheet date, control of the entities acquired only passed to the Group after the balance sheet
date and therefore the initial accounting for this transaction has not yet been completed.
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All companies listed below are owned by the Group and all interests are in ordinary share capital, except where otherwise indicated. All subsidiaries have

been consolidated.

a) Subsidiary undertakings

The Group holds-a majority-of the veting rights of the following undertakings:

Entity Country of incorporation Interest Holding Registered office address*
ARG Personal Loans Limited UK 100% Indirect Avebury

Argos Business Solutions Limited UK 100% Indirect -  Avebury

Argos Card Transactions Lirited UK 100% Indirect 33 Holborn

Argos Direct Limited UK 100% Indirect 33 Holborn

Argos Distributors (Ireland) Limited Ireland 100% Indirect Unit 7, Ashbourne Retail Park
Argos Holdings Limited UK 100% Indirect Avebury

Argos Limited UK 100% Indirect Avebury

Argos (N.1) Ltd UK 100% Indirect Forestside Shopping Centre
Argos Surbs Investments Limited UK 100% Indirect Avebury

Avenell Property plc UK 100% Indirect 33 Holborn

Barleygold Limited UK 100% Indirect 50 Bedford Street

Bells Stores Limited UK 100% Direct 33 Holborn

BLSSP (PHC 7) Limited UK 100% Indirect  33Holborn

Braemar Castle Limited** UK 100% Direct 33 Holborn
Brand-Leader's Limited UK 100% Indirect 33 Holborn

Chad Valley Limited UK 100% Indirect 33 Holborn

Clearance Bargains Limited UK 100% Indirect 33 Holborn

Cliffrange Limited UK 100% Indirect 33 Holbomn

Coolidge Investments Limited UK 100% Indirect 33 Holborn
Cornerford Limited**** UK 100% Indirect 33 Holborn

Financial Recovery Services Limited UK 100% Indirect Avebury

First Stop Stores Limited UK 100% Indirect 33 Holborn

Flint Castle Limited** UK 100% Direct 33 Holborn

Global (Guernsey) Limited Guernsey 100% Indirect PO Box 33, Dorey Court
Habitat Retail Limited UK 100% Indirect Avebury

Holborn UK Investments Limited UK 100% Direct 33 Holborn

Home Retail Group Limited UK 100% Indirect Avebury

Home Retail Group (Cyprus) Limited Cyprus 100% Indirect 5.Anastasios Leventis Street
Home Retail Group (Finance) LLP UK 100% Indirect Avebury

‘Home Retail Group (Guernsey) LP Guernsey 100% Indirect PO Box 33, Dorey Court
Home Retail Group (Jersey) Limited Jersey 100% Indirect 44 Esplanade

Home Retail Group (UK) Limited UK 100% Indirect Avebury

Home Retail Group Card Services Limited UK 100% Indirect Avebury

Home Retail Group Holdings {Overseas) Limited UK 100% Indirect 33 Holborn

Home Retail Group Insurance Services Limited UK 100% Indirect Avebury

Home Retail Group Nominees Limited UK 100% Indirect 33 Holborn

Home Retail Group UK Service Company Limited UK 100% Indirect 33 Holborn

Horndrift Limited**** UK 100% Indirect 33 Holborn

J Sainsbury Common Investment Fund Limited UK 100% Indirect 33 Holborn

J Sainsbury Distribution Limited UK 100% Direct 33 Holborn

] Sainsbury Pension Scheme Trustees Limited UK 100% Direct 33 Holborn

J Sainsbury Trustees Limited UK 100% Indirect 33 Holborn

Jacksons Stores Limited UK 100% Direct 33 Holborn

Jacksons Stores 2002 Limited UK 100% Indirect 33 Holborn

1S Information Systems Limited UK 100% Direct 33 Holborn

JS Insurance Limited Isle of Man 100% Direct Third Floor, St George's Court
35D (London) Limited UK 100% Indirect 33 Holborn

Jungle Online UK 100% Indirect 33 Holborn

Jungle.com Limited UK 100% Indirect 33 Holborn
Jungle.com Holdings Limited UK 100% Indirect 33 Holborn

*  Seefull addresses on page 209.
** Dissolved on 28 March 2023.

*** Anapplication has been made to strike off this company from the Companies Register.

***¢ Acquired subsequent to year-end.
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Entity Country of incorporation Interest Holding Registered office address*®
Nash Court (Kenton) Limited UK 100% Indirect 33 Holborn

Nectar 360 Limited UK 100% Indirect 33 Holborn

Nectar 360 Services LLP UK 100% Indirect 33 Holborn

Nectar EMEA Limited UK 100% Indirect 33 Holborn

Nectar Loyalty Holding Limited UK 100% Direct 33 Holborn
Ramheath Properties Limited UK 100% Direct 33 Holborn
Sainsbury Bridgeco Holdco Limited UK 100% Direct 33 Hotborn
Sainsbury Holdco A Limited UK 100% Direct 33 Hotborn
Sainsbury Holdco B Limited UK 100% Direct 33 Holborn '
Sainsbury Propco A Limited UK 100% Indirect 33 Holborn
Sainsbury Propco B Limited UK 100% Indirect 33 Holborn
Sainsbury Propco C Limited UK 100% Direct 33 Holborn
Sainsbury Propco D Limited UK 100% Direct 33 Holborn
Sainsbury Property Investments Limited UK 100% Direct 33 Holborn
Sainsbury's Argos Asia Limited Hong Kong 100% Indirect Unit 904, 9/F, Tower 2
Sainsbury's Argos Asia Commercial Limited Hong Kong 100% Indirect Unit 904, 9/F, Tower 2
Sainsbury’s Argos Asia Sourcing Limited Hong Kong 100% Indirect Unit 904, 9/F, Tower 2
Sainsbury's Argos Asia Technical Limited Hong Kong 100% Indirect Unit 904, 9/F, Tower 2
Sainsbury's Argos Commercial Consulting (Shanghai) Limited China 100% Indirect 26/F, Tower 1
Sainsbury's Bank plc UK 100% Direct 33 Holborn
Sainsburys Corporate Director Limited UK 100% Direct 33 Holborn
Sainsbury's Corporate Healthcare Trustee Limited UK 100% Indirect 33 Holborn
Sainsbury's Corporate Secretary Limited UK 100% Direct 33 Holborn
Sainsbury’s Group Holdings Limited UK 100% Direct 33 Holborn
Sainsbury's Heather GP Limited UK 100% Indirect 3 Lochside Avenue
Sainsbury's Intermediate Holdings Limited UK 100% Direct 33 Holborn
Sainsbury's Manor GP Limited UK 100% Direct 3 Lochside Avenue
Sainsbury's Manor 1l Property Limited UK 100% Direct 3Lochside Avenue
Sainsbury's Manor Property Limited UK 100% Direct 3 Lochside Avenue
Sainsburys (N1) Ltd UK 100% Indirect Forestside Shopping Centre
Sainsbury's Rose LP Limited UK 100% Indirect 33 Holborn
Sainsbury's SL Limited UK 100% Indirect 33 Holborn
Sainsbury's Supermarkets Ltd UK 100% Direct 33 Holborn
Sainsbury's Thistle Scottish Limited Partnership UK 100% Indirect 3.Lochside Avenue
Sainsbury's Tyne Property Holdings Limited UK 100% Indirect 33 Holborn

Software Warehouse Holdings Limited UK 100% Indirect 33 Holborn

Stamford House Investments Limited UK 100% Direct 33 Holborn

Stamford Properties One Limited UK 100% Direct 33 Holborn

Stamford Properties Three Limited UK 100% Direct 33 Holborn

Stamford Properties Two Limited UK 100% Direct 33 Holtborn

Stanhope Finance Limited UK 100% Indirect 33 Holborn

Tintagel Castle Limited*** UK 100% Direct 33 Holborn

Town Centre Retail (Bicester) Limited UK 100% Indirect 33 Holborn

*  Seefull addresses onpage 209.

+* Dissolved on 28 March 2023.

**+ Anapplication has been made to strike off this company from the Companies Register.
++4++ Acquired subsequent Lo year-end.
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41 Details of related undertakings continued

f) Fullregi d office add

Address

Full address

3 Lochside Avenue

5 Anastasios Leventis Street
SSt.John's Lane

Unit 904, 9/F, Tower 2

26/F, Tower 1

33 Holbom

44 Esplanade

50 Bedford Street

100 Victoria Street

Avebury

Forestside Shopping Centre
Level 10, Simpletree Anarkali
PO Box 33, Dorey Court

Third Floor, St George’s Court
Unit 7, Ashbourne Retail Park
Unit No. 1, 1st Floor, Ambience Corporate Tower Il

York House

3 Lochside Avenue, Edinburgh, EH12 9DJ, United Kingdom
5 Anastasios Leventis Street, Leventis Gallery Tower, 8th Floor, 1097 Nicosia, Cyprus

5.St.John’s Lane, London, ECIM 4BH, United Kingdom

Unit 904, 9/F, Tower 2, The Quayside. 77 Hoi Bun Road, Kwun Tong. Kowloon, Hong Kong

26/F, Tower 1, Kerry Everbright City Phase 111-Enterprise nm::w No0.128, West Tian Mu Road,

Shanghai 200070, People’s Republic of China

33 Holborn, London, ECIN 2HT, United Kingdom

44 Esplanade, St Heliet, Jérsey, JE4 SWG, Channel Islands

50 Bedford Street. Belfast, BT2 7FN, United Kingdom

100 Victoria Street, London, SWIE 51L, United Kirigdorm

Avebury, 489-499 Avebury Boulevard, Milton Keynes. MK9 2NW, United Kingdom
Foréstside Shopping Centre, Upper Galwally, Belfast, BT8 6FX. United Kingdom
Level 10, Simpletree Anarkali, 83 Guishan Avenue Plot 03, Block — CWS(A), Dhaka ~1212 mw_._@_mamm:
PO Box 33, Dorey Court, Admiral Park, St Peter Port, Guernsey, GY14AT

Third Floor, St George's Court, Upper Church Street, Douglas, IM1 1EE, Isle of Man
Unit 7, Ashbourne Retail Park, Ballybin Road, Ashbourne; Co: Meath, Ireland

Unit No. 1, 1st Floor, Ambience Corporate Tower II, Ambience Island, NH-8, Gurgaon —
122011, Haryana, India

York House, 45 Seymour Street, London, W1H 7LX, United Kingdom
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Company balance sheet
At 4 March 2023 and 5 March 2022

2023 2022
Note £m £€m
Non-current assets
Investments in subsidiaries, joint ventures and associates 2 7,678 7.668
Trade and other receivables 3 72. 149
7,750 7817
Current assets
Trade and other receivables 3 1,192 2,080
Derivative financial assets .2 7
Cash and cash equivalents 299 14
1,493 2,101
Total assets 9,243 9,918
Current liabilities
Trade and other payables 4 (2,919) (3.499)
Derivative financial liabilities 3] {7)
Taxes payable 3) -
(2,929) {3.506)
Net Ciirrent liabilities (1,431) (1405
Non-current liabilities
Deferred income tax liability 5 16) (16)
Provisions 1) (1)
a7 A7)
Total liabilities (2,941) (3.523)
Net assets 6,302 6.395
Equity
Called up share capital 6 672 668
Share premium 6 1,418 1,406
Merger reserve 6 568 568
Capital redemption reserve . 6 680 680
Other reserves 6 2 2
Retained earnings 7 2,962 3,071
Total equity 6,302 6395

The profit after tax for the Compariy for the year was £152 miltion (2022: toss of £(68) million). The notes on pages 212 to 215 form an integral part of these

financial statements.
The financial statements on pages 210 to 215 were approved by the Board of Directors on 26 April 2023, and are signed on its behalf by:

Simon Roberts Blathnaid Bergin
Chief Executive Chief Financiat Officer

The Company's registered number is 001856 47.
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e °
Company statement of changes in equity 2
=3
. 523
for the 52 weeks to 4 March 2023 Q.
&
°
Capital Jotalequity S .
Calted up Share redemption before Perpetual
share premium Merger and other Retained perpetual convertible Total
capital account reserve reserves earnings securities bonds equity
Note £m £m £m £€m £m £m £€m £m
At 6 March 2022 668 1,406 568 682 3,071 6,395 - 6,395
Profit for the year 7 - - - - 152 152 - 152
Total comprehensive income for the year ended - - - - 152 152 - 152
4 March 2023
Transactions with owners:
Dividends . 7 - - - - (319) (319) - (319)- e
Allotted in respect of share option schemes 6.7 4 12 - - 58 74 - 74 3
At 4 March 2023 672 1,418 568 682 2,962 6,302 - 6,302 §
[m]
. ®
At 7 March 2021 637 1173 568 683 3,320 6,381 248 = 6,629 g
Loss for the year 7 - - - - (68) (68} - (68) -~
Other comprehensive l0ss - - - (1) - ()] - (1))
Total comprehensive expense for the year ended - - - (¥} (68) (69) - 69)
5'March2022
Transactions with owners:
‘Dividends 7 - - - - {238) (238) - (238)
Allotted in respect of share option schemes 6,7 5 17 - - 59 81 - 81
Conversion of perpetual convertible bonds 26 216 ~ - ) 240 (240) -
Repayment of perpetual convertible bonds - - - - - - (8) 8)
At 5'March 2022 ' . 668 1,406 568 682 3,071 6,395 - 6,395

The notes‘on pages 212 to 215 form an integral part-of these financial statements.
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Notes to the Company financial statements

1 Basis of preparation

The parent company's financial statements are prepared in accordance with Linited Kingdom Generally Accepted Accounting Practice (United Kingdom
Accounting Standards and applicable law), including Financial Reporting Standard 101 Reduced Disclosure Framawnrk (FRS 101} and the Companies Act 2006.
RS 101 sets out a reduced disclosure frameworld for a ‘qualifying ontity’ as defined in the Standard, which addresses the financial reporting requirements and
disclosure exemptions in the individual financial statemente of qualifying antities that otherwise apply the recagnition measurement and disclosure
requirements of UK-adopted international accounting standards.

The financial year represents the 52 weeks to 4 March 2023 (prior financial year 52 weeks to 5 March 2022).

The disclosurce exemptions adopted by the Company in accordance with FRS 101 are ag follows:
— The requirements of 1AS 7 to present a cash flow statement

~~~~~ The requirements of paragraph 17 of IAS 24 Nelated Party Transactiong’, to discloce information related to ke management personnel, and the
requirements of TA5 24 to disclose related party transactions between two or more members of a group for wholly owned subsidiaries -

— The requirements of paragraphs 30 and 31 of IAS & to disclose information assessing the possible impact of new standards issued but which are not yet
effective
----- The requircments of IFRS 7 and IFRS 13 for disclosurce of financial instruments and fair values
- The requirements of IFRS 2, to disclose information related to share-based payment arrangements
- The requirements of 1AS 1to present comparative information in respect of certain assets and the disclosure infarmation related fo capital management.

The financial statements are presented in pound sterling, rounded to the nearest £million unless otherwise stated. They have been prepared on the going
concern basis under the historical cost convention, except for derivative financial instruments and financial assets at fair value through other comprehensive
income that have been measured at fair value.

Amendments to published standards

The Company has considered the following amendments to published standards that are effactive for the Company for the financial year heginning & March
2022 and concluded that they dre efther not relevant to the Cormpany orthat they donot have a significant tmpact on‘the Company's finaneial statements
other than disclosures.

— Amendments to 1FRS 3 ‘Business:Combinations’ - Reference to the ‘Conceptual Framework

— Amendments to IAS 16 ‘Property, Plant and Equipment’ ~ Proceeds before Intended Use

— Amendmenits to 1AS 37 Provisions, Contingent Assets and Contingent Liabilities’ — Onerous Contracts — Costs of Fulfilling a Contract

-~ Amendments to ITRS 1 ‘First-time Adoption of International Financial Reporting Standards’ — Suhsidiary as a first-time adopter

- Amendments to IFRS 9 ‘Financial Instruments’ - Fees in the '10 per cont” test for derecognition of financiat liabilities

— Amendments to [AS 41 ‘Agriculture’ — Taxation in fair value measurements

The accounting policies have remained unchanged from those disclosed in the Annual Report for the year ended 5 March 2022.

Standards and revisions effective for future periods:
The following standards and revisions will be effective for future periods:

— Amendments to 1AS 1 ‘Presentation of Financial Statements’ on the classification of liabilities as current or non-current

— Amendments to 1AS 1 ‘Presentation of Financial Staternents’ and IFRS Practice Statement 2 ‘Making Materiality Judgements’ on the disclnsure
of accounting policies

— Amendments to IAS 8 ‘Accounting Policies, Changes in Accounting Estimates and Errors’ on the definition of accounting estimates
— Amendments to IAS 12 ‘Income Taxes’ on Deferred Tax Related to Assets and Liabilities Arising from a Single Transaction

— IFRS 17 ‘Insurance Contracts’

— Amendments to IFRS 16 ‘Leases’ on Lease Liability in a Sale and Leaseback

— Amendments to IAS 1 ‘Presentation of Financial Statements’ on Non-current Liabilities with Covenants

The Company has considered the impact of the remaining above standards and revisions and have concluded that they will not have a significant impact
'on the’Company’s financial statements.

The Dircctors have talen advantage of the exemption available under Sactien 408 of the Companies Art 2006 and nat presented an income statement
nor a statement of comprehensive income for the Company alone.
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2 Investments in subsidiaries, joint ventures and associates w
N s 2 a
Accounting policies 3
Tnvestments in subsididrie’s, joint ventures and associates are carried at cost Tess any impairment o355 in‘the financial statererits of the Company. ';
[}
o
At cach reporting period; the Company assesses the carrying amounts of its investments to determine whether there is any indication of impairment. Where g
such an indication cxists, the Company makes an estimate of the recoverable amount. If the recoverable amount of the investment is less than its carrying
amount, the investment is written down to its recoverable amount. Any impairment loss is immediately recognised in the income statement.
Significant estimate - impairment of investments in subsidiaries
The Company considers impairment of its investment in subsidiaries by estimating the recoverable amounts of the investments, which are based on either
the net assets of the subsidiary, or value-in-use calculations. Where a value -in-use calculation is used, discounted cash flows have been derived from Board
approved cash flow projections for four years and then extrapolated into perpetuity with an assumed growth rate of 2.0%, discounted at a pre-tax rate of
8% to 15%.
2023 2022
£€m €£m g‘
Subsidiaries E
. . o
At the beginning of the year . 7,667 7,609 ﬁ
Additions . 60 58 S
Other (50) - 8
At the end of the year 7,677 7667 -
Joint ventures and associates 1 1
Subsidiaries, joint ventures and associates 7,678 7668

Other movements relates to a dividend of £50 million paid by Sainsbury's Bank plc to ] Sainsbury plc.

The Directors acknowledged that as at 4 March 2023 the market capitalisation of J Sainsbury plcwas fess than the net assets of the‘Company, which primarily
consists of investments in subsidiarics. This was considered an indicator of impairment and an impairment test over the investment in subsidiaries was
performed. Mo impairments were identified. Where value-in-use calculations have been used to estimate the recoverable amounts of the investments,
sensitivity analysis has been performed. The analysis indicates that there is sufficient headroom such that a reasonably possible change to key assumptions
would not result in any impairment in any of the Company’s investrments in subsidiarics.
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3 Trade and other receivables

Accounting policies
Receivables are recognised initially at fair value, and subscquently at amortised cost using the effective interest rate method, less provision for impairment.

i

2023 2022
£m £m

Non-current .
Ambountsowed by Group companies 68 149

_ Prepayments and accrued income 4 -
72 149

Current
Amounts owed by Group companies 1,191 2,080
Prepaymients and accrued income 1 -
1,192 2,080

Receivable batances with other Group entities are reviewed for potential impairment based on the ability of the counterparty to meet its obligations.

This is assessed by considering the net asset position of the entity and whether the amounts owed to the Company are covered. Where this is not the case,
the estimated future cash flows of the counterparty are considered in linc with the methodology detailed in note 2. Mo impairment losses were recognised
in the year.

4 Trade and other payables

Accounting policies
Payables are recognised initially at fair value, and subsequently at amortised cost using the effeetive interest rate method.

- _
2023 2022
£m £m

Current
Armounts-owed to-Group-entities 2,916 3496
Other payables 3 3

2,919 3499




214 Financial Statements J Sainsbury plc Annual Report 2023

5 Taxation

Accounting policies
Deferred tax is accourted for on the basis of ternporary differences arising from differences between the tax base and accoumting base-of assets and liabilities.

Deferred tax is recognised for all temporary differences, except to the extent where it arises from the initial recognition of an asset or a liability in a transaction
that is not a business combination and, at the time of transaction, affects neither accouriting profit nor taxable profit. Tt is determined using tax rates (and
laws) that have been enacted or substantively enacted by the balance sheet date and are expected to apply when the related deferred income tax asset is
realised or the deferred income tax liability is settled.

Deferred tax assets are recognised to the extent that it is probable that future taxable profits will be available against which the temporary differences can be
utilised. Deferred tax is charged or credited to the income statement, except when it relates to items charged or credited directly to equity or other
comprehensive income.

Deferred tax is provided on temporary differences associated with investments in subsidiaries, branches and joint ventures except where the Company is able
to control the timing of the reversal of the temporary difference and it is probable that the temporary difference will not reverse in the foreseeable future.

Rolted
over capital
Capitallosses gains Total
. £m £m £m
At 4 March 2023 and 5 March 2022 . R . 186 32) (16)

6 Share capital and reserves

Accounting policies
Ordinary shares are classified as equity instruments. Incremental costs directly attributable to the issue of new ordinary shares or options are shown in equity
as a deduction, net of tax, from the proceeds. -

Share capital, share premium and merger reserve

2023 2022 2023 2022
million million £m £m
Called up share capital
Allotted and fully paid ordinary shares 28*/p i 2,352 2.336 672 668
Share premium account
Share premium ! 1,418 1,406
The movements in the called up share capital, share premium and merger reserve accounts are set out below:
‘Rumiber of Bhare
dinary dinary P! i Merger
shares shares account reserve
‘mittion m £m em
At 5 March 2022 2,336 668 1,406 568
Allotted inTespect 'of share option schemes 16 4 12 -
At 4 March 2023 2,352 672 1,418 568
At 6 March 2021 2,231 637 1173 568
Allotted in respect of share‘option‘schemes 14 5 17 -
Allotted in respect of Hybrid Convertible bond payment 91 26 216 ~

At'SMarch 2022 2,336 668 1,406 568
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6 Share capital and reserves continued

w
Capital redemption and other reserves E:'
!(:"'
Financlal assets §
at fair value 8
through vther capitat =3
comprehensive Total other redemption
income reserves reserve
£m £m £m
At 4 March 2023 and 5 March 2022 2 2 680
The financial assets at fair value through other comprehensive income reserve represents the fair value gains and logses on the financial assets at fair value
through other comprehensive income held by the Company.
The capital redemption reserve arose on the redemption of B shares. Sharcholders approved a £680 million return of share capital, by way of a B share
scheme, at the'Company's Extraordinary General Meeting on 12 July 2004. The final redemptiondate for B shares was 18 July 2007 and all transactions o
relating to the B shares have now been completed. %
. 3
B . P . * . o
7 Retained earnings 2
&
2023 2022 8
£m £m =3
Beginning of the year 3,071 3,320
Profit/(loss) for the year 152 68)
Dividends paid (319) (238)
Allotted in respect of share option schemes 58 59
Conversion of perpetual convertible bonds - (2)
End of the year 2,962 3071

8 Contingent liabilities

Through the normal course of business, the Company has issued guarantees covering various commitments of its subsidiaries. The Company has also
provided a guarantee to the Banicof England (BoE) in respect of any borrowings by Sainsbury’s Bank plc under the terms of the Sterling Monetary Framewaork.
Mo fiability has been recognised in the Company's accounts for this guarantece as it is considered remote that the guarantee will be called on. Please rafer to
note 41 of the Group financial statements for details on subsidiary undertakings exempt from audit.
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Additional shareholder information

Financial calendar

Ex-dividend date of final dividend 8 June 2023
Record date of final dividend 9June 2023

Q1 trading statement 4 uly 2023
Annual General Meeting 6 July-2023
Payment date of final dividend " 14 July 2023
Interim (half-year) results announcement 2 November 2023
Q3 trading statement January 2024*
Preliminary (full-year) results announcement April 2024*

* provisional dates

Shareholders
Shareholder information as at 4 March 2023.

2023 2022
Number of shareholders 100,490 103,337
Number of shares in issue 2,352,338,052  2.336,350,627

Annual General Meeting (AGM)
The AGM will be held at 33 Holborn, London, ECIN 2HT at 10.00am on Thursday, 6 July 2023 with facilities to attend virtually. The Notice of Meeting and proxy
card for the meeting are enclosed with this report and further details will be available at www.about.sainsburys.co.uk.

Registrars

For information about the AGM, shareholdings and dividends, or to report changes to personal details, shareholders shouid contact:
Equiniti

Aspect House

Spencer Road

Lancing

BN99 6DA

Telephone: 0333 207 6557* (fromUK) or +44(0) 333 207-6557* (outside UK)

“lines are open 8.30am to 5.30pm (UK time). Monday to Friday (excluding public holidays in England and Wales).

Shareholders with speech or hearing difficulties can also contact Equiniti using Relay UK. More information can be found by visiting www.relayuk.bt.com.
Please remember to tell Equiniti if you change your residential address or bank details, or if there is any other change to your account information.

You can view and manage your shareholding online at www.shareview.co.uk. You will require your 11-digit Shareholder Reference Number to log in; this
can befound on your share certificate and dividend confirmation.
Dividends

To receive dividends and any other money payable to you in connection with your J Sainsbury plc ordinary shares, you will need to provide your bank or building
society account details. Payments will be made directly to your nominated account by direct credit. Please visit www.shareview.co.uk for further details.

Dividend Reinvestment Plan (DRIP) .

Sainsbury's'offers-a DRIP, which is a simple way to buy additional Sainsbury's shares. Shareholders-can reinvest their cash-dividends in the:Company’s shares
bought in the market through a specially arranged share deating service. No new shares are allotted under this DRIP and approximately 23,000 shareholders
participate in it. Full details of the DRIP and its charges, together with mandate forms, are available from Equiniti. Alternatively, you can elect to join the DRIP
by registering at www.shareview.co.uk.

Shareholder communications website

More information about J Sainsbury plc, including the latest results and reports, can be found on our website at www.about.sainsburys.co.uk. As well as
providing share price data and financial history, the site also provides information on management, our business.strategy and corporate governance. It also
contains information for investars, our sustainability report, requlatory and news releases, and current issues.

Electronic shareholder communications

The Company encourages all shareholders to receive their shareholder communications electronically to reduce our impact on the environment and has set
-up a facility for shareholders to'do so. The service allows you to:

— View the Annual Report and Financial Statements on the day it is published

— Receive electronic notification of the availability of future shareholtder information (you must register your email address for this service)

— Check the balance and current value of your shareholding and view your dividend history

— Submit your vote online prior to a general meeting

Toregister, visit www.shareview.couk. You will need your 11-digit Shareholder Reference Number, which can be found onyour share certificate and
dividend confirmation. For each shareholder registration, a donation will be made to the Woodland Trust, the UK's leading woodland conservation charity.
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Share dealing services

To buy or sell your J Sainsbury plc ordinary shares, please visit your stockbroler or your bank whe will usually be able to assist you, Alternatively, ynimayy
consider using Equiniti. Equiniti offers a telephone and online facility, which gives shareholders the opportunity to trade at a known price. The telephone
service is available from 8.00am to 4:30pm, Monday to Friday. excluding bank holidays. on 03456 037 037. The online share dealing service gives shareholders
the option to submit instructions to trade online and more information can be found by visiting www.shareview.co.uk.

ShireGift

If you have a small number of shares which would cost more for you te sell than they are worth, you may wich te consider donating them to the charity
ShareGift (Registered Charity 1052686) which specialises in accepting such shares as donations. The relevant stock transfer form may be obtained from
Equiniti. There are no implications for Capital Gains Tax purposes (no gain or loss) on gifts of shares to charity. If you are a LIK taxpayer, it is also possible to
‘obtain thcome tcrelief. Further information about ShareGift thay be obtained by alling 020 7930 3737, smailing help@sharegift.org or by visiting
www.sharegift.org.

Shareholder security
Investment scams are designed to loolc lilke genuine investments and fraudsters use persuasive; high pressure tactics to scam investors.

Spot the warning signs

Have you been: ‘

— Contacted out of the blue and told theé investment is safe;

~— Called repeatedly; or

— Told the offer is only available for a limited time?

Report-a Scam .

R&poTt any suspected investmeént 5€am to the FCA at www.fea.org.uk/consumers/roport-scam-us Or call thé FCA Congumar Halpline on
0800 111 6768.

Avoid investment fraud

— Reject-cold-calls

- Check the FCA Warning List of firms and individuals who the FCA know are operating without their authorisation

— ‘Get impartial advice

If you have lost any money to investment fraud. you should report it to Action Fraud on 0300 123 2040 or at www.actionfraud.police.uk.

Find ot more at www.fca.org.uk/scarmsmart.
To understand how Sainsbury's processes charcholder data; please visit www.about.sainsburys.co.uk/site-services/privacy-policy.

ProSearch
Sainsbury's has instructed ProSearch, a specialist tracing company, to identify and communicate with shareheldars who may be owed dividends ar shares in
Sainsbury’s. If you have received a communication from ProSearch and think you may be due dividends or shares in Sainsbury's, please contact ProSearch

directly for more information. You can call them on 0371384 2735* or vicit www.presearchassots.com.
* Lines are open 9.00am to 5.00pm Monday to Friday {exctuding UK public holidays).

American Depository Receipts (ADRs)
The Company has a sponsored Level 1 ADR programme for which the Bank of New York Mellon acts as depocitory. The ADRs are traded on the over-the-
counter (OTC) marlket in the US under the symbol JSALY, where one ADR is equal to four ordinary shares. All enquiries relating to ADRs should he addressed to:

Bank-of New York-Mellon
Shareholder Correspondence
PO Box 505000

Louisville

KY 40233-5000

" Toll Free Telephone number for US domestic callers: 1-888-269-2377
International callers-can-call: +1-201-680-6825
Website: www.mybnymdr.com
‘Email: shrrelattions@bnymetton.com
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Key contacts and advisers

Registered office
JSainsburyplc

33 Holborn

London ECIN 2HT
Registered number 185647

Investor Relations

James Collins

Director of Investor Relations and Financial Planning
J Sainsbury pic

33 Holbom

London ECIN 2HT
InvestorRelations2@sainsburys.co.uk

Registrars

Equiniti

Aspect House

Spencer Road

‘Lancing BN99 6DA
www.shareview.co.uk
Auditors

Ernst & Young LLP

1 More London Place
tondon SE1 2AF

Solicitors
Linklaters LLP
One Silk Street
London EC2Y 8HQ

Stockbrokers
UBS

5 Broadgate
London EC2M 2QS

Stockbrokers
ShoreCapital
Cassini House

57 St James’s Street
tondon SW1A 1LD

‘General contact details
For any customer enquiries, please visit our websites: -

— Sainsbury's https://help.sainsburys.co.uk/help

— Argos www.argos.co.uk/help/contact-us

— Habitat www.habitat.co.uk/help/contact-us

— Nectar www.nectar.com/help

— Sainsbury’s Bank www.sainsburysbank.co.uk/insuring/support/customer_support_zone

Cautionary statement

Certain statements included in this Annual Report are forward-looking. Such statements are based on current expectations and are subject to a number of
risks and uncertainties that could cause actual everits or results to differ materially from any expected future everits or results referred to in these forward-
looking statements. They appear in a number of places throughout this Annual Report and include statements regarding our intentions, beliefs or current
expectations-and those of our officers, Directors and employees concerning, amongst other things, our results of eperations, financial condition. liquidity,
prospécts. growth, strategiés and the busiriess we operate. Unless othérwise required by applicable law, fegulation or accounting Standard, we do not
undertake any obligation to update or revise any forward-looking statements, whether as a result of new information, future developments or otherwise.
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[ ]
Alternative performance measures (APMs) %
T
o,
a)
&
In the reporting of financial information, the Directors use various APMs which they believe provide additional useful information for understanding the ‘9‘
financial performance and financial health of the Group. These APMs should be considered in addition to, and are not intended to be a substitute for TFRS -
measurements. As they are not defined by International Financial Reporting Standards, they may not be directly comparable with other companies who
wuse similar measures.
All of the following APMs relate to the current period’s results and comparative periods where provided.
Closest equivalent
APM 1FRS measure Definition Purpose Reconciliation
Income statement - Revenue
Retail sales Revenue Group sales less Financial Shows the annual rate ‘A reconciliation of the measure is provided innote 6of the o
Services revenue. of growth in the Group’s  financial statements. e
) Retail business sales. ‘3"
Like-for- No direct Year-on-year growth insales  The measure is used The reported retail like-for-like sales increase of 2.6 per cent is %
like sales equivalent including VAT, excluding fuel ~ widely in the retail based on a combination of Sainsbury’s like-for-like sales and %
and Financial Services, for industry as an indicator  Argos like-for-like sales for 2023. See movements below: 3
stores that have been open for of current trading =
more thanoneyear. performance and is 2023 20z
The relocation of Argos stores useful when comparing Retail like-for-like 26% (2%
) ) ) rowth between (exc. Fuel, inc. VAT)
into Sainsbury's supermarkets 9 , .
are classified as new space, retailers that have Underlying net new space impact (0.6)% 0.3)%
while the host supermarket is  different profiles of Retail sales growth 20% (26%
classified like-for-like. expansion, disposals (exc. Fuel, inc. VAT)
d closures. . i
Within the comparative and closur Fuel impact : 3.2% 6.0%
period, the impact on sales of Total retail sales growth 5.2% 3.4% _"‘
stores which were temporarily (inc. Fuel, inc. VAT) g
closed due to COVID-19 have VAT impact ©H%  (04% 3
been included within LFL Total retail sales growth per note 6 5.1% 3.0% )
sales. Only permanently w
closed sites and those %
temporarily closed for non 3
COVID-19 related reasons are 3
treated as non-LFL. «n
'lncameststemenl_‘Proﬁt ) .
Retail Profit Underlying earnings befare This is the lowest 2023 2022
underlying  before tax interest, tax, Financial Services levelat which the £m e
operating operating profit and retail segment can Group PBT (note 7) 327 854
profit Sainsbury’s underlying share  be viewed from Add back/(less) Group non-underlying 363 (124)
of post-tax profit from joint amanagement items (note 5)
ventures and associates. fpﬁ:ﬁspézctivset, with Group UPBT 690 730
\ance costs - X " - -
managed for the Fmapaal Services underlying operating (46) (38)
. profit
Group as.a whole. n
Retail underlying profit before tax 644 692
Net underlying finance costs 282 309
Retail underlying operating profit 926 1,001
Retail sales (note 6) 30,960 29,463
Retail underlying operating margin 2.99% 3.40%
Underlying Profit ‘Underlying results-exclude In-order to provide Underlying profit before tax is bridged to statutery profit before
profit before tax items recognised inreported  shareholders with taxin the income statement and note 5 of the financial
before tax profit or loss before tax which, additional insightinto  statements.
ifincluded, could distort the year-on-year The adjusted items are as described in note 5 of the financial
comparability between performance of the statements.
periods. In determining which  business, this adjusted
items to exclude from measure of profit is
underlying profit, the Group  provided to supplement
considers items which are the reparted IFRS

significant either by virtue of ~ numbers and reflects

their size and/or nature, or that how the business

are non-recurring. measures performance
internally.
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Altermnative performance measures (APMs) continued

Closest equivalent

APM TFRS theasiure

‘Definition

Purpbse

Retohtiliatioh

Income statement - Profit

Underlying Basit
basic earnings earnings

Edrmings pershare
using underlying profit

Thisisa key'measure
to evaluate the

Areconciliation of the measure is provided inhote 12 of the

financial statements.

non:=underlying items.

per share per share as described above. performance of the
business and returns
generated for investors.

-Retail No.direct Retail underlying operating EBITDA is used to 2023 2022
underlying  equivalent  profit as above, before . Teview the retail £m £
‘EBITDA underlying depreciation, segrent’s profit Retail underlying ‘operating profit 926 1,001

and amortisation. generation and the Add: Retail depreciation and 1,175 1197
sustainability of amortisation.expense
ongoing capital Less: Non-underlying depreciation @) (53)
reinvestment and and amortisation
finance costs. Retail underlying EBITDA 2,080 2145
Retail sales (note 6) 30,960 29463
Retail underlying EBITDA margin 6.65% 7.28%
Underlying Finance Net finance costs beforeany  This provides A reconciliation of this measure is included in note 10 of the
netfinance  incomedless  woh-underlying items as ‘shareholders with financial staterments.
costs finance costs  defined above that are additional insightinto  The adjusted items are as follows:
recognised within finance the underlying net . . . . e
incomelexpenses. findnce costs of the — Non-underlying finance .moyements.— these lpclude fglr va!ue
Group by excluding remeasurgments on d_envgtwes not in a'hedglng .relatlo.nshlp
non-recurring -and lease interest-on impaired non~trading sites, including site
- closures. The fair value movements are driven by external
one-off items. o
market factors and can significantly fluctuate year-on-year.
They are therefore excluded to ensure consistency between
periods. Lease interest on impaired, non-trading sites is
excluded as thiey do not contribute to the operating activities
of the Group.

— TAS 19 pension interest — Although a recurring item, the‘Group
has chosen to exclude net retirement benefit income and costs
from underlying profit as, following closure of the defined
benefit scheme to future accrual, it is not part of the ongoing
operating activities of the Group and its exclusion is consistent
with how the Directors assess the performance of the business.

Underlying Effective Tax on underlying items, Provides an indication ~ The tax on non-underlying items is included in note S of the
tax rate taxrate divided by underlying profit  of the taxrate across  financial statements.
before tax. the Group before
the impact of
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Altemative performance measures (APMs) continued
Closest equivalent

AE'M TFRSMRasure ‘Detiniltioh Purpose ‘Re'Co?iCﬂiEﬁ_lm

Cash flows and net debt

Retail tash No direct n/a To help the reader ‘amarch ‘SMavch

flow items equivalent understand cash Ref 2?,:.‘ 222"2.

in Financial flows of the business - .

Review a summarised cash Net interest paid a (307) (323)
flow statement is Capital repayment of b (512) (491)
included within the lease liabflities
Financial Review. Repayment of borrowings C (40) (256)
As part of thisa Other d 32 @7
number of lineitems  pividends and distributions 51 2
‘have beencombined.  received
The cash flow in note 7
of the financial
statements includes
areference to show
‘what hasbeen
combined in these
line items.

Retail free Net cash Net cash generated fromretail This measures cash 4March 5March

cash flow generated operations, after cash capital  generation, working 112,: Z(Z:

from . expenditure and including capital efficiency and - -
operating payments of lease obligations, capital expenditure Cash generated from retail operations 2,216 1940
activities cashflows fromijoirtventares  of theetail business.  Net interest paid (ref (a) above) 307) (3
and associates and Corporation tax (99) (23)
Sainsbury’s Bank capital Retail purchaseof property, plant and 1523) 416)
injections. equipment
Retail purchase of intangible assets {199) 229)
Retail proceeds from disposal of property. 29 46
plant and equipment
Initial direct costs on right-of-use assets (16) (3)
Capital repayment of lease liabilities (512) (491)
Dividends and distributions received 51 2
Retail free cash flow 645 503

Adjusted Cash This presents retail operating  This enables 4March 5March

net cash generated  cash flows adjusted for managerment to assess it az

generated from movements in working the cash generated - -

from retail operations capital, less net interest paid  from its core retail Retail cash generated from operating 1,810 1,598

?pe"?rhla-'gxoa’r?]sc al (including distributions on operations. activities (note 7)

’5 eview) perpetual securities) and Perpetual security coupons - @

pension cash contributions. Adjusted net cash generated from 1,810 1,594
operating activities

Core retail No direct Capital expenditure excluding  This allows 2023 2022

capital equivalent  Sainsbury’s Bank. management to assess £ il

expenditire core retail capital Purchase of property, plant and equipment (523) 416)
expenditure in the Purchase of intangibles (1949) (229)
period inorder to Cash capital expenditure

(717)  (645)
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Altemative performance measures (APMs) continued

Closest equivatent

movements

AM _ TPRSeasere  Definttiom 0 Papose Reconcilation s e
Underlying No direct Removes working capital To provide a 4March 5March
wqfl_cing equivalent -and-cash movernents relating  reconciliationof 2?,: 222..2.
capital to non-underlying items. the working capital
movements movement in the Retail working capital movements 185 (306)
Financial statements percashlow (note7)
to the underlying
‘working capital Adjustments for:
movement in the Retail non-underlying impairment charges 315 8
Financial review. {note 7)
Non-underlying restructuring and (387) (92)
impairment charges (note 5)
Bank non-underlying restructuring and - 7
impairment charges
Accelerated depreciation (note 5) 20 33
Gains on early termination of leases (note 5) @) 9
Profit on disposal of properties within 11) (12
restructuring programme (note 5)
ATM income (note 5) 3 2
. Income recognised in relation to legal 30 180
disputes (note 5)
Property related transactions (note 5) )] -
Other 7 1
Non-underlying working capital (39 118
‘hovements before cash ihovements
Non-underlying cash movements:
Restructuring (note 5) 50 114
Bank restructuring - @)
ATM income (note 5) 3) (14)
Income recognised in relation to legat 30) .(93)
disputes (note 5)
‘Property related transactions (note 5) ‘6 -~
Retail non-underlying operating 23 3
cash flows (excluding pensions)
Total adjustments for non- @y 12
underlying working capitat
Underlying workirig capital 174 (185)
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Altemative performance measures (APMs) continued

223

Closest equivalent

APM _ TFRSTMRasure ‘Definitioh _ Purpose Reconciliation .

Net debt Borrowings,  Net debt includes the capital  This shows the overall A reconciliation of the measure is provided in note 32 of the
‘c‘asf\. ) injections into Sainsbury's strength-of the balance  financial statements. in addition, to aid comparison to the
derivatives,  pank, but excludes the net sheet alongside the balance sheet, reconciliations between financiat assets at
ﬁnar;aql debt of Sainsbury's Bankand  liquidity and its FVTOCI and derivatives per the balance sheet and Group net debt
?\Sléreoélatlease its subsidiaries. indebtedness and {i.e. including Financial Services} is included below:
liabilities It is calculated as: financial whether t!'}e G’OL"D aMarch $March

assets at fair value through ~ Can cover its debt 2023 2‘;22
other comprehensive income ~ Commitments. m i
{excluding equity investrments) Financial instruments-at FVTOC] 1,009 800
+ net derivatives to hedge per balance sheet
borrowings + net cash and Less: equity-related securities (383) (382)
cashequivalents + loans + Financial instruments at FVTOCI 626 418
lease obligations. included in net debt
Net derivatives per balance sheet 213 259
Less: derivatives not used to hedge (213) (250)
borrowings
Derivatives included in net debt - 9

Other

‘Net debt/ ‘Nodirect ‘Net debt divided by Group Thishelps management ‘Net debt as provided in note 32. Group underlying EBITDA is

underlying equivatent underlying EBITDA. measure the ratio of the reconciled within the fixed charge cover analysis below.

EBITDA business’s debt to

operational cash flow.

Return on No direct Returnon capitalemployed  This represents the S2weeks  S2weeksto

capital equivalent s calculated as return divided  total capital that the .'“M:;;: s M:;;g

employed by average capital employed. ~ Group has utilised £m £m

Return is defined as 52week  fhorder togenerdte Underlying profit before tax 690 730
rolling underlying profit before PTofits. Management ;. Underlying net interest 282 309
interest-and tax. use this to assess

) - the performance of Return 972 1039
Capital employed is defined the business ] . ]
as Group et assets excluding - Capital employed is reconciled as follows:

. — 52weeks S52weeksto
pension deficit/surplus, less to 4March 5 March
net debt (excluding perpetual 2023 2022
securities). The average is £m £m
calculated on a 14-point basis. Group net assets 7,253 8423
The 14-point basis uses the Less: Pension surplus {note 35) (989) (2.283)
average of 14 datapoints — Deferred tax on pension surplus (note 11) 330 640
the prior year closing capital Less: net debt (ex-perpetual securities) 6,344 6.759
employed, the current year (note 32)
closing capitat employed and et e e At acS e . o
12 intra-year periods as this Effect of in-gear averaging (101) (1.127)
more closely aligns to the Capital employed 12,837 12,412
recognition of amounits in the
income statement. Return on capital employed 7.6% 8.4%

Fixed charge  Nodirect Group underlying EBITDA This helps assess S2weeks 52weeksto

cover equivalent  divided by rent (representing  the Group's ability tod M;;;: 5 M;;;:

capital and interest to satisfy fixed £m £m

repagmgnts on lgases) and financing expenses Group underlying operating profit 972 1039

underlying net finance'costs,  from performance ad o o

where interest on perpetual of the business. Add: Group depreciation and amortisation 1,208 1,220

securities is treated as an expense

underlying finance cost. Less: Non-underlying depreciation and @) (53)

All items are calculated on amortisation expense

a'52 weekrdlling basis. Group underlying EBITDA 2,139 2,206
Repayment of capital element of lease (519) (493)
obligations
Underlying finance income 18 3
Underlying finance tosts (300) (312)
Fixed charges (796) (802)
Fixed charge cover 27 28
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Glossary -

Annual General Meeting (AGM) — This year the AGM will be held on
6 July 2023 at our registered office 33 Holborn, London ECIN 2HT at 10.00am.

Argos Financial Services (AFS) — ARG Personal Loans Limited;
‘Horne Retail'GroupCard Services Limited; and Home Retail Group nsurance
Services Limited.

bps — Basis points.
by Sainsbury’s—Core'own-label brand.
CDP - Carbon Disclosure Project.

Click & Collect — Service which allows customers to place general
rmerchandise-and-grocery-erders-online for-collection in-store.

Corporate Responsibility and Sustainability (CR&S) — The need
to act responsibly in managing our impact on a range of stakeholders:
customers, colleagues, investors, suppliers, the community and the
-environment.

CPI - Consumer Price Index.

Earnings Per Share (EPS) — Earnings attributable to ordinary
sharehelders-of the parent divided by the weighted average number
of ordinary shares in issue during the year, excluding those held by
ESOP Trusts, which are treated as cancelled.

Fair value — The amount for which an asset could be exchanged,
or a liability settled, between knowledgeable, willing parties in an arm’s
length transaction.

FVTPL - Fair value through profit or loss. Method of valuing a financial
instrument where changes in fair value are recognised directly in the
ncome staternent.

FVTOCI - Fair value through other comprehensive income. Method of
valuing financial instruments where changes in fair value are recognised
through other comprehensive income.

GDPR - General Data Protection Regulations.

Greenhouse Gas (GHG) — Gases in the atmosphere which absorbs infrared
radiation emitted from Earth’s surface creating a ‘greenhouse effect’.

3 Sainsbury plc Annual Report 2023

Group - The Company and its subsidiaries.

GSCOP — Grocery Supply Code of Practice.

HFSS - High fat sugar-and salt.

IFRIC - International Financial Reporting Interpretations Committee.
IFRSs — International Financial Reporting Standard(s).

Joint venture (IV) — A business jointly owned by two or more parties.

Kantar Worldpanel (Kantar)/Nielsenh Global Solutions (Nielsen)
—Independent third parties providing data on the UK Grocery Market.

Live Well for Less = Sainsbury's customer commitment to continue to
help people live the life they want to live, with quality products at fair prices.

LTIP - Long-Term Incentive Plan.

Nectar — One of the most popular loyalty schemes in the UK.

Net Zero —our'commitment tobecoming Net Zeroin‘our-ownoperations
by 2035 through reducing our GHG emissions as much as possible and not
adding to the amount of GHG in the atmosphere.

Paris Agreement — an agreement within the United Nations Framework
‘Convention on ‘Climate ‘Change. The Agreerment sets a‘goal for companies
to limit global warming to 1.5°C above pre-industrial levels.

PCI - Payment card industry.

PRA - Prudential Regulation Authority.

RPI - Retail Price Index.

Taste the Difference — Sainsbury’s premium own-brand range
of products.

Total Shareholder Retum (TSR) — The growth in value of a shareholding
over a specified period, assuming that dividends are reinvested to purchase
additional units of the stock.

Tu - Sainsbury’s own-label clothing range.
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