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Financial Summary

Waitrose John Lewis Partnership
£m YoY £m YoY £m YoY
change change change
Gross sale? 6,633.2 2.7% 4,741.0 4.0% 11,3742  3.2%
LFL sales? (0.2)% 2.7%
Revenue 6,245.5 2.6% 3,780.7 3.2% 10,026.2 2.8%
Operating profit before PB® 253.5 9.0% 243.2 (2.8)% 478.2 18.9%
and exceptional item§’
Operating profit before PB® 206.2  (11.3)% 231.4 (7.5)% 685.4  29.0%
Profit before PB, tax and 370.4 21.2%
exceptional item&”
Profit before PB and tax? 577.6 32.8%
Profit before tax® 488.2  65.4%
Net debt 250.6 32.7%

Sir Charlie Mayfield, Chairman of John Lewis Partnership, commented:

“Waitrose and John Lewis have achieved growth ilessand market share, and our profits before
exceptionals are up 21.2%. A large part of thisfipiacrease was due to lower pension accounting
charges. After excluding these and our long leaseoanting charges, our profits before exceptionals
increased by 1.9% in spite of trading pressuresrarastment in pay.

There are also a number of exceptional items inresults this year, which reflect the steps wetakeng
to adapt the Partnership for the future. Afterudahg these exceptional items, the operating piofiioth
Waitrose and John Lewis was below last year.

In January, we said Partnership Bonus was likelpeosignificantly lower this year. The Board has
awarded a Bonus of 6%, which is equivalent to nioa® 3 weeks’ pay. Bonus is lower because the Board
has decided to retain more of our annual profiterarer to strengthen our balance sheet. This allssv®
maintain our level of investment in the face of wiva expect to be an increasingly uncertain mattkist
year, while absorbing the costs associated witptagathe Partnership for the future.

We have also continued to put more money into paying the year, the average pay rates for our non-
management Partners rose 5.0%.

This reflects our determination to create bettésjtor better performing Partners on better payiclvis

one of three elements to our strategy. As a pataifwe are changing the nature and shape of withi

the Partnership and we have made a number of anemants to that effect this year. We will also be
accelerating investment in innovation for customegsoss Waitrose and John Lewis. For example, from
May we will begin rolling out technology to ensuPartners have access to more information at their
fingertips to enhance service delivery and, in Vdait, 2017 will see a significant investment inséRrQ
shops.”

(1) Grosssalesincludes sale or return sales and VAT

(2) Waitrose like-for-like sales excludes petrol

(3) Partnership Bonus

(4)  Includes property profits of £0.8min Waitrose and £1.7min John Lewis (2015/16: £1.5min John Lewis)
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Key points

»  Gross sales up 3.2% with increased market sfidi@sboth brands and rising customer numbers
e Profit before Partnership Bonus, tax and exceplii@as up 21.2% to £370.4m

«  Exceptional income of £207.2m mainly includes £@@dincome for a reduction in pension liabilities,
offset by a £42.9m charge for write down of propemd other assets, and related costs, and £20.7m
charge for restructuring and redundancy costs (2@L%1come of £129.3m following the sale of the
Clearings building). See page 4 for further details

e Stronger balance sheet, with net debt 32.7% (£121®wer than January 2016 at £250.6m

e Accounting pension deficit expected to be approxatyaf£lbn at January 2017, higher than the
£940m deficit at January 2016. However, we haveergabd progress and our actuarial pension
deficit at 31 March 2016 was nearly half the défidithe 31 March 2013 valuation

e Pension accounting charges decreased by £64.7mlyndlie to the impact in the year of changes to
our pension scheme agreed in 2015, and lower atingwharges as a result of an improvement in the
real discount rate used to determine the costeabdiginning of the year compared to the beginnfng o
the previous year

e Partnership Bonus of £89.4m; 6% of salary (equivaie more than 3 weeks’ pay for Partners with us
for the whole year)

Chairman’s strategic update
We announced in January that we are acceleratingtaiegy which focuses on three key themes:

The first isstrengthening the appeal of our two well-loved brads. This is our lead objective and is the
basis for an increasing focus on innovation. In year this has primarily focused on developing our
product proposition while continuing to improve genience and service delivery. The launch of the
Waitrose 1 premium range, and our own-brand luxuwomenswear label, modern rarity, and own-brand
contemporary furniture collection, Design ProjeatJohn Lewis were the main stand outs of this pért
our strategy. Waitrose 1 achieved a sales uplifl /%, whilst modern rarity and Design Project
contributed to the strong sales uplifts in Womeravand Furniture.

We will also make material improvements to the o#ad experience in existing shops. This programme
will see us investing in the majority of our Wageo shops over the next three years, including the
extension of successful food service propositioiadléd during the year and the addition of a fr&lshi
offer in 36 shops. In John Lewis we are accelegatieps to equip Partners with better technolodter/
successful trial in Cambridge, we will roll out iBties to Partners, putting more information at their
fingertips to enhance service delivery, startinthv0 of our largest shops in May.

Secondly, we are committed ¢oeating better jobs, for better performing Partners, on better pay Our
approach to better jobs is developing in line vatir customer strategy. We want to ensure Partpays'
remains well above the National Living Wage on ager and in this year's pay review, rates increbged
5.0% on average for our non-management Partnexgndby our performance related pay policy. As a
result, additional annualised pay costs for our-mamagement Partners were £36m greater, whereas had
we simply complied with the National Living Wagepsts would have been only £3m higher than the
previous year. In addition, on average, these Bartwill see an increase in their combined pay and
Partnership Bonus from the previous year. The @eetaourly rate of pay for our non-management
Partners is £8.67, and this will rise further fallog the April 2017 pay review.

In the year ahead, we will move towards making apficeships the cornerstone of progression and
development across the Partnership. We will laumlr apprenticeships in 2017 and 2018, ranging from
hospitality to retail management. Apprenticeshipmbars will rise from 80 apprentices today to
approximately 500 during 2018, with the aim of E&sing to thousands per year by 2020.

(5) Kantar 12 week Grocery data for Waitrose / BRC for John Lewis
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The third area of focus is tstrengthen our financial position both to increase the resilience of our
balance sheet to market shocks and to build oanéial firepower to invest in new growth in theuid.

We have made good progress in the year by continingenerate strong cash flows and by reducing
capital expenditure on new shops. These have botdd to our planned reduction in net debt, whiak h
improved by nearly 33% since last year.

We also made additional one-off and deficit redurcitontributions to our pension scheme in 201617 o
£125m, and over the last 10 years these haveddtakarly £1billion. As a result of our contribunsy
good investment returns on the scheme’s assetshanchanges to the annual inflation rate assumed fo
pension accrued prior to 1997, we announced inalgn2017 that the deficit on our defined benefit
pension scheme, as measured in the latest triesctizdrial valuation to 31 March 2016, had neaalyéd

to £479m since 31 March 2013.

In the year ahead, we will press ahead with thesalahation of our support functions that we annahc
internally in October. We are also seeking sigaifiic cost reductions across our procurement spend -
especially in contract labour and consultancy supg@wards the end of 2016 we began limited trils
robotic process automation and expect to see th@gsop into a significant productivity initiativauring
2017.

Outlook 2017/18

For the first five weeks of the year, Partnershipsg sales are up 0.5% on last year. Waitrose gales
are up 0.4% (down 1.4% like-for-like, excluding noét and John Lewis gross sales are up 0.5% (down
1.4% like-for-like).

In the year ahead, trading pressures will contamia result of the wider changes taking placetailrdhe
two major influences are pricing, where the rateclsfinge in selling prices is likely to be signifitlg
slower than the rate of change in input costs @salt of weakness in the Sterling exchange raie tlae
continued shift from shops to online. These factres significant for the outlook where we expecthbo
inflationary cost pressures and competition torisify in the market as a whole.

In addition, we expect our short-term profits toitmpacted by significant one-off costs of changevas
accelerate aspects of our strategy to ensure ttieelPship’s success. However, we start from a joositf
strength and our plans will navigate the Partneriiiough the uncertainty in the year ahead.
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Financial Results

In 2016/17 the Partnership delivered sales growith Wwoth Waitrose and John Lewis increasing t
market shares and customer numbers. Partnershgg gades were £11.37bn, an increase of £355.4
3.2%, on last year. Revenue was £10.03bn, up by.4m or 2.8%.

Partnership operating profitefore Partnership Bonwas £685.4m, up £154.0m or 29.0% on last )
This includes exceptional income of £207.2m, aslampd in the table below (2015/16: exceptic
income of £129.3m). Partnership operatprofit before Partnership Bonus arexceptional items, was
£478.2m, up £76.1m or 18.9% on last y

Exceptional items 2016/17 2015/1¢
£m £m

Reduction in pension obligation 270.0 -
Strategic review (b) (42.9) -
Restructuring andedundancy (¢ (20.7) -
Profit on sale of Clearings building 0.8 129.c
207.2 129.:

a) Income of £270.0m for the reduction in the pensibligation following the announcement tl
the annual discretionary increase for pension fineraentbuilt up before 6 April 1997 will b
expected to increase in line with CPI inflation (tpa maximum of 2.5%), instead of F
inflation (up to a maximum of 5%

b) Charge of £42.9nn Waitros¢ for the write down of property and other assets #ina no longe
intended to be developed or are now being exited related costs, following a strategic rev
In 2015/16, such costs did not meet the criteriarnéxceptional ite®.

c) Charge of £20/m for restructuring and redundancy costs, printpial relation todistribution,
contact centrand head office operatic (Waitrose £4.4m, John Lewis £11.8m and Partne!
Services and Group £4.5. In 2015/16, such costs did not meet the criterian exceptional
item.

d) Income of £0.8m on finalisation of the Clearingdesahich was previously recorded
exceptional.

Profit before Partnership Bonus and tax was £57/7@mn£142.8m or 32.8% on last year. Excluc
exceptional items, it was £370.4np by £64.9m or 21.2%.

Waitrose

Gross sales were up 2.7% to £6.63bn and we grekemsinare and customer numbers. Althougt-for-
like sales decreased by 0.2%, thimproved in the second half of the year.

Operating profit before exceptional items was uUj®to £253.5m, as a result of effective managerok
costs and improved productivity in branches, suggigin and head offices. lour core supermarkets,
items sold per worked hour improved by 2.4%, ancour distribution centr¢, cases picked per hour
improved by 2.4%. Exceptional items were a chafgg4d@.3m, and after including these, operatingip
was down 11.3% to £206.2m.

As set out in our hélyear results, we are shifting our strategic fotmsards investment in our existil
shops, with fewer new shops. This investment vaiter the majority of our branches over the nexté
years. This regeneration programme underlines oomatment tohigh quality and service. It will b
shaped by our successful experience in bakeryrgraaiher food service concepts and the outcontiea
current trials in our shops at Barbican and Twy!

(6) Exceptional items are those which are both material and non-recurring.
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We continue to develop our food service business.Havel21 cafes, 8bakery grazing area9 juice
bars and ¥ine bars in our branches. Sushi Daily counterschviare operated under licence, have t
rolled out to 24branches, offering further variety and excitemanbur shops. Convenient options &
performed strongly with Food 8o sales seeing a 7.3% uplift.

We opened five coresupermarketsand five convenience shops in the yeand we closed two
convenience shopdn addition, in Februan2017 weannounced the proposed closure of four
supermarketsnd two conveniencshops. In 2017/18 we plan tpen two coresupermarkets and five
convenience shopghe first of which, Faringdon (Oxfordshire) operin February

High quality and provenance are at tleart of our brandwWaitrose 1, our premium range with 766

in-class products, launched inaylandis proving to be extremely popular, witlsales uplift of product
in this range of 17.5%Tlop selling productwithin the rangeénclude Scottish Salmon Filletsour dough
breadand Croissants made with Charente Bu

To drive productivity andbuild on our excellence in customer service we Haan successfully pilotir
our Working Flexiblymodel in a number of branct. This is about fewer but better trained, n-skilled
Partners doing the right task in the right way reg tight time, sugorted by managers with broac
accountability across the whole branEncouraged by the resultse plan to roll this model out to all o
core supermarketsy the end of Jul

We continue to seek new growth opportunities. export sales grew by 14.9%ith a new partnership
with British Corner Shop an onlineretailer for people in more than 1@0untries- and a new export
deal withthe Alibaba Group, which allows us to sell produot€hina for the first timi

John Lewis

Against a backdrop of a changinnd competitive retail landscapdphn Lewis has continued
outperform the market. Gross sales were up 4.0%4t@4bn, with strong lik-for-like sales growth of
2.7%.

Operating profit before exceptional items was gligdown at £243.2m, 2.8% lower in last year. We
have invested in our supply chain to ensure we \able to support a large, faster and more conve
multi-channel business and this showed in the seconahtdé year, as the investments made enab
strengthening performance withperating profit before exceptional items up 3.¢Exceptional items
were a charge of £11.8m, and after including th#se,full year operating profit was down 7.5%
£231.4m.

During the year we continued to focus on the custobuilding a business vith allows customers to
combine convenient online shopping wvisiting shops which provide inspiration and experienOur
customer numbers increased by 2.7% this year toriittion.

All three product areas saw gross sales groln our product offerwe have invested in our-house
design capability to grow our ov-brand fashion and home credentials, and combiriedvith exclusive
branded ranges.

e EHT sales were up 6.8%. We opened Smart Home in three shops, leading to a 1% increase
for Audio and Smart Bime. New products such as the Dyson Supersonidrizairand an exclusiy
high street launch of the Oculus Rift helped toelsales

e Fashion sales were up 3.8Dur first owr-brand luxury labelmodern rarity, booed our own-brand
womenswear (up 698), and we were the first high street retailer ttmck online brands Hush a
Finery. A £9m investment in our beauty halls helBeauty sales increase 6.7%.
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e« Home sales were up 3.0%he launch of our ov-brand Design Project range further establishec
credentials as a destination for quality and béalyti designedproducts and will support ol
ambition to reach £1bn owbrand sales. We also launched exclusive collalwrativith externe
brands including Loaf and Lec

We integrated our onlinplatforms so that our mobile, desktop and canseamlessly offer theame
shopping experience whichever platform our custemse. Total online sales were up 2%. We
opened two new shops in Chelmsford and Le- our most experiential shop to date and our se
&Beauty spa and later this year we will open a shop in ord. Sales in our shops were do1.0%.

We completed our investment in two new distributiemtres at Magna Park in Milton Keynes, allow
us to combine fashion and néashion deliveries to deepen efficiencies and éelorders to our
customers in feer parcels. We also invested in a dedicated cortitebtin West London, where o
Partners deliver creative content and photogra

Internationally, we expanded our physical and @nlinternational footprint by openirten shops-in-
shops in AustraliaMalaysia, Ireland, and Holland, and extended ouineninternational deliver
locations from 32 to 38ountries. At the end of this month we will operr targest shc-in-shop to date
in Dubai.

We rebranded our financial servicbusiness under a newhioLewis Finance umbrella, arelaunched
Partnership Card to offer contactless paynn.

Group

Partnership Services and Group includes the opgratists for our Group offices and shared servibe:
costs for parRartnership initiatives and transforiion programmes, and certain pension operating «
Partnership Services and Group net operating ¢bsfore exceptional items) increased bylm or
13.8%, principally reflecting additional costs suppodiinitiatives to either drive sales growthrough
new business opportunities or to reduce costs ¢iraoncreased productivity. However, overall cc
(before exceptional items) decreased by £62.2m1i®.5n largely due to the decrease in pens
operating costs.

Going forwards, Partnership Sices will not operate as a standalone division. Fireance, IT an
Personnel shared service operations have becormefphie en-to-end responsibility of the respecti
panPartnership function which will provide a platfofior improved service delive and lower costs in
the future.

Investment in the future

Capital investment in 2016/17 was £419.3m, a deeraaf £74.5m (15.1%) on the previous Yy
Investment in Waitrose was £161.5m, down £63.0m1(§ on the previous year, and in John Le
investment was £230.7m, up £3.0m (1.:

We have continued to focus our investment in IT distribution, which now represent2% of our total
capital investment, up from 50% last year. In dddj as set out in our half year rest we have decided
to prioritise future investment in Waitrose in ouisting shops ahead of new spi
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Pensions

The pension operating cost (before exceptionaldjeras £187.9m, a decrease of £57.4m or 23.4% on
the prior year costs, reflecting the impact of awsve to a hybrid pension scheme combining defined
benefit and defined contribution pensions from ARG16, as well as an increase in the real discatat
used to determine the cost to 0.70% at the beginofnthe year from 0.35% at the beginning of the
previous year. Pension finance costs were £29.6necacase of £7.3m or 19.8% on the prior year,
reflecting a reduction due to a lower accountinggien deficit at the beginning of the year thanhat
beginning of the previous year. As a result, tpeision costs (before exceptional items) were £24,7a
decrease of £64.7m or 22.9% on the prior year.

In January 2017 we announced that the annual tizcagy increase for pension in retirement built up
before 6 April 1997 will be expected to increasdime with CPI inflation (up to a maximum of 2.5%),
instead of RPI inflation (up to a maximum of 5%hi§ has resulted in a reduction in pensions oligat

of £270.0m and this change is classified as exaeptincome.

In January 2017 we also concluded the triennialaa@l valuation of our defined benefit pensionesok

as at 31 March 2016 with a deficit of £479m. Thaswgignificantly lower than the deficit of £840ntlat
previous valuation in March 2013. We have agreedotigoing contribution rate for the defined benefit
pension of 10.4% of members’ gross taxable pay,ndiveam 16.4%, and put in place a plan to eliminate
the deficit over a 10 year period. This includeshcaontributions of £303m, of which £208m has been
paid to date and the remainder is due to be pagd the 9 years to 31 March 2026. The balance of the
deficit is expected to be met by investment retamshe scheme’s assets.

The total accounting pension deficit at 28 JanZfy7 is expected to be approximately £1bn, which is
higher than the £940m deficit at 30 January 20&8sfn fund assets have increased to more than £5bn
However, despite the reduction in pension obligeidollowing the change to annual discretionary
pension increases, the accounting valuation ofiperfsnd liabilities has increased to more thanr£6b
mainly reflecting a decrease in the real discoate used to value the liabilities to -0.50% at daypu
2017 compared to 0.70% at January 2016, due torhually low bond yields. This decrease in the real
discount rate will be the main factor for driving ancrease in our pension operating costs for thd n
financial year, the year ending 27 January 2018¢hwve expect to be approximately £30m higher.

Financing

At 28 January 2017, net debt was £250.6m, a dexrefg121.9m (32.7%) in the year, reflecting our
focus on cash generation and the reduction in @apivestment. During the year we repaid our £58m
Retail Bond issued in 2011 and we cancelled andidegxpensive preference stock, all through ouhn cas
reserves. We have refinanced our main committeditdiaecility, increasing it from £325m to £450m,dan
extending the maturity to November 2021, whilstéoing the ‘cost per £’ of the facility.

Net finance costs on borrowings and investmentsedsed by £3.1m (5.1%) to £58.2m, mainly reflecting
reduced finance costs following the repayment efRartnership Bond in April 2016. After includiret
financing elements of pensions and long serviceelemd non-cash fair value adjustments, net finance
costs increased by £11.2m (11.6%) to £107.8m, itepalby higher long leave financing costs arising
from volatility in market driven assumptions.

Sustainability

Issues of environmental and social sustainabiliey @ecoming ever more important to our long term
success. As such, our strategy continues to berpinded by the values that our founder expressed
through the Constitution — in particular our resgibitities not only towards our Partners and custsn
but also the communities in which we operate, oypsers and the environment. This year we have pu
significant effort behind tracing key raw materibbck to source, reducing our operational envirariale
footprint and continuing to support Partners' cdbation to the communities in which we operate.trer
details on our strategy and performance can bedfoanvww.johnlewispartnership.co.uk/csr.html.
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Enquiries

For further information please contact:

Citigate Dewe Rogerson

Simon Rigby / Jos Bieneman 020 7638 9571
John Lewis Partnership

Simon Fowler, Director of Communications 07883460
Katie Robson, Group Senior External Communicatiasager 07764 675608
John Lewis

Peter Cross, Director, Communications 07684674
Gillian Taylor, Head of External Communications 07919 057931
Waitrose

Christine Watts, Communications Director 0¥Ba6414
Graeme Buck, Head of Communications 0770%8719
Debt investors

Alan Drew, Head of Treasury & Corporate Finance 07525 582955
Lynn Lochhead, Assistant Group Treasurer 07833684

Notes to editors

The John Lewis Partnership- The John Lewis Partnership operates 48 John Ldwisssacross the UK,
johnlewis.com, 352 Waitrose shops, waitrose.com lamsiness to business contracts in the UK and
abroad. The business has annual gross sales of£b¥bn. It is the UK's largest example of an empdoy
owned business where all 86,700 staff are Partnéh® business.

Waitrose — winner of the Best Supermarket! and Best FoodilRet awards - currently has 352 shops in
England, Scotland, Wales and the Channel Islamd$jding 63 convenience branches, and another 27
shops at Welcome Break locations. It combines tdmvenience of a supermarket with the expertise and
service of a specialist shop - dedicated to ofterquality food that has been responsibly sourced,
combined with high standards of customer servicaitMse also exports its products to 58 countries
worldwide and has eight shops which operate uridende in the Middle East. Waitrose’s omnichannel
business includes the online grocery service, \Wsgticom as well as specialist online shops including
waitrosecellar.confor wine.

1 Which? Customer Survey
2 VVerdict Customer Satisfaction Awards

John Lewis - John Lewis operates 48 John Lewis shops achest/K (34 department stores, 12 John
Lewis at home and shops at St Pancras InternateortbHeathrow Terminal 2) as well as johnlewis.com
John Lewis, ‘Best In-Store Experience 2016’, ‘BE€svthing Retailer 2016’, ‘Best Electricals Retailer
2016’, ‘Best Furniture Retailer 2016’ and ‘Best Howares Retailer 2016’ and ‘Best Click & Collect
Retailer 20163, typically stocks more than 350,@8@Parate lines in its department stores acrobgfgs
home and technology. Johnlewis.com stocks over0280products, and is consistently ranked one of the
top online shopping destinations in the UK. Johmviselnsurance offers a range of comprehensive
insurance products - home, car, wedding and etrangl and pet insurance and life cover - delivgtime
values of expertise, trust and customer servicearp from the John Lewis brand.

3 Verdict Consumer Satisfaction Awards 2016

You can follow John Lewis on the following sociaédia channels:
www.johnlewis.com/twitter

www.johnlewis.com/facebook

www.johnlewis.com/youtube
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John Lewis Partnership plc

UNAUDITED RESULTS FOR THE 52 WEEKS ENDED 28 JANUARY 2017

2016/17 2015/16 Change
£m £m %
GROSS SALES (including VAT)
Waitrose 6,633.2 6,461.4 2.7
John Lewis 4,741.0 4,557.4 4.0
Gross sales 11,374.2 11,018.8 3.2
REVENUE
Waitrose 6,245.5 6,086.0 2.6
John Lewis 3,780.7 3,662.8 3.2
Revenue 10,026.2 9,748.8 2.8
OPERATING PROFIT (before PB and exceptional items)
Waitrose 253.5 232.6 9.0
John Lewis 243.2 250.2 (2.8)
496.7 482.8 2.9
Partnership Services and Group (18.5) (80.7) 77.1
Operating profit before PB and exceptional items 478.2 402.1 18.9
Exceptional items 207.2 129.3 60.2
Operating profit before PB 685.4 531.4 29.0
Net finance costs (107.8) (96.6) (11.6)
Profit before PB and tax 577.6 434.8 32.8
Partnership Bonus (89.4) (145.0) 38.3
Profit before tax 488.2 289.8 65.4
Profit before PB, tax and exceptional items 370.4 305.5 21.2

Notes

1. This statement does not constitute a preliminary announcement. These results are subject to audit. The Annual Report & Accounts for 2016/17 will be
published in April 2017.




