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Growing customer numbers drive sales in a changingarket

Financial Summary

Waitrose John Lewis Partnership
£m Change £m Change £m Change

Gross sales 3,146 4.1% 1,865 9.4% 5,011 6.0%
LFL sales® 1.3% 8.2%
Revenue 2,967 4.2% 1,494 9.0% 4,461 5.7%
Operating profit before 145.2 (9.4)% 56.3 62.2% 176.1 8.6%
exceptional itenf?®
Operating profit ® 176.1 53.3%
PBT before exceptional 129.8 12.1%
item@®
PBT® 129.8 89.5%

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

(2) Exceptional charge of £47.3mlast year following review of holiday pay policy

(3) Includes property profits of £10.5min Waitrose and £0.5min Group (2013/14: nil)
(4) Includesrestructuring costs of £15.4min 2013/14

Operational Highlights

Waitrose
«  Sales continued to outperform the industry, for 88& consecutive mont, market share increased
to 5%

« Total online services gross sales of £161m, wilnergrocery gross sales up 54%

«  Operating profit impacted by substantial levelsneestment across the business and the nidrkales
slowdown

« 15 new branches opened, 11 more than in the sarioel pest year
« 670,000 more weekly customer transactfdns
e Membership of myWaitrose scheme up to 4.8 million

John Lewis

« Sales growth and market share increases acrossegjories

e Online sales of £552m, up 25.6% and now represgrtirer 30% of merchandise sales; shop sales
increased by 3.6%

*  Opened new full line flexible format shop in Yorkdfirst airport shop in Heathrow Terminal 2

e Customers and Partners celebrated 150th anniversary

»  First phase of second National Distribution Ceimri#lilton Keynes completed

(5) Source: Kantar
(6) Including myWaitrose benefits
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Sir Charlie Mayfield, Chairman of John Lewis Partnership, commented:

“Partnership sales grew strongly at 6%, with Waiér@and John Lewis both outperforming their respecti
markets. Profit before tax and exceptionals isadhof last year by 12%, but is broadly flat aéecluding
property profits.

Our sales growth was driven by more customers shgppith Waitrose and John Lewis, with customer
numbers up by over 6% and 4% respectively. THigas the growing appeal of our omni-channel offer
across both brands, including the success of @li€kollect, which now accounts for more than halfJohn
Lewis orders placed online, and the popularityhef tnyWaitrose and my John Lewis programmes, whieh a
encouraging customers to shop more frequently ugthcross all of our channels.

Profit before tax and exceptional item, of £129.811,2% ahead of last year, benefiting from propprofits

of £11m. Operating profits in John Lewis rose &¥6(£22m), offset by a decline in Waitrose opertin
profits of 9% (£15m). The strong profit performana John Lewis reflects robust sales growth acedlss
categories, especially in the higher margin 'Hooa¢égory, and good cost control across the busingss
Waitrose, profits were lower as a result of a mhigfner level of investment in new branches andlacatng

the growth of the business through investment intM¥se.com and the myWaitrose programme, as well as
the challenging market conditions. However, Waigrgales performance continued to be well ahedaldeof
market.

Across the Partnership we continued to step ugemat of investment in our systems and supply chaith
total capital investment almost doubling versus yasr.

Our first half performance has been hard won. ttwea acknowledge the tremendous efforts of altritas,
our co-owners, in achieving these results througkréod of significant change, including implemegtinew
IT systems and adopting new ways of working.”

Outlook 2014/15

The outlook in the grocery sector remains challeggind we expect that to continue to be the cassoime
time. In contrast, trading conditions in the nood sector are more positive than has been the foase
several years.

Against this backdrop, we have had an encouradging ® the second half. For the first six weekshe
second half, Partnership gross sales are up 7\WW%itrose gross sales have increased by 5.2% (Gke%tolr-
like, excluding petrol) and John Lewis gross sales11.3% higher than last year (9.7% like-forJike

Looking ahead, as always, much will depend on @has trading, plans for which look excellent. Veéhite
expect the grocery sector to remain challenging,anticipate sales at both Waitrose and John Levilis w
continue to outperform their respective marketthansecond half, reflecting the strength of bo#mis.
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Financial Results

In the first six months of the yeahe Partnership delivered good sales grovBbth Waitrose and John
Lewis grew sales well ahead of their resive marketsjncreasing their market shari Partnership gross
sales (inc VAT) were £5.@h, an increase 01282.3m, or 6.0%, on last yeaRevenue, which is adjust:
for sale or return sales and excludes VAT, w4.46bn, up by £242.4m or 5.7%.

Partnership operating profit wad 8.Im, up £61.2m, or 53.3% on last yeakfter excluding last year’
exceptional item, it was up B43.9m 018.6%.

Profit before tax was £129.8nup by £61.3m, or 89.5% on last yearAfter excluding last year’s
exceptional item it was up byL1&.0rr or 12.1%.

Waitrose

Gross sales in the first hatfrew by 4.1% to £3.15bn with like-folike sales up 1.3%. This s8
performance was deliverdd a period ofsignificant structural change for UK food rel. Operating
profit for the half was dow by €.4% to £145.2m, howevehis performance benefited from prope
profits of £10.5m (2013: nil).The decline in profit was mainlgs a result of thsubstantial levels of
investmentmade across the business, to a lesser extent, theugh market conditior. Like-for-like
sales were ahead, despite tharket conditions, price investment and strammnparativegrowth in the
same period last year.

Our market share grew 8% anc we had on average 670,000 more customer transactioreek,
compared to the same periadt yeal

Being employeawned allows us to take a Ic-term view about what is right for ocustomers and our
business. We have maintaindte level of investment needed to create the motléaitrose Our
significant investments in neandexisting space, online, convenience, price, holipitiservices and in
deepening ouanderstanding of our custom, positions us well for the future.

Our programme of investment in new and existing s scaled up in the first he We opened 15 new
branches, compared witbur new branches and one relocatin the same period st year. We also
openedn five additional Welcome Break locatio

We have continued tanvest in our core ests carrying out three major refurbishnts and one

significant extensioficompared to none the same period last year) and revargphe front of store in a
further 40shops with welcome des (compared to 15 in the same period last yaad) a further 76 shops
with horticulture pods (comparéd 44 in the same period last ye.

In addition, we are developing our supply chain infrecture tesupport future growth and the expion
of multichannel retailing.Our nev distribution centre in Leyland became fully opesaél in the half
and we began work on Waitroséiist National Distribution @ntre at Magna Park in Milton Keyn

Waitrose.com was aarea of significant investment and performed stiyping the period withgrocery
gross sales up 54%We recruited46,000 new customers amacreased the number delivery slots
available by 79% compared withe same period last yei We launchedhte new Cellar wine website
May andwe will shortly launch Clic & Collect for Cellar ordersWe are also increasing the numbe
branches offerig Click & Collect for Waitrose grocerorders. In addition, more branches will |
handling Click & Collect for John Lewis orders, papted by newprocesseshat will make the servic
more efficient and faster.

We continued to invest in pricguring the hal This includes matching Tesco on branded proc
(excluding promotions) ah Sainsbury on ov-label, increased promotiongarticipation and speci
deals for our myWaitroseustomers,ncluding 10% off hundreds of everydasoducts every weel
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We saw continued strong take- of the myWaitrose ca and the associated off and the number of
myWaitrose customers now stands at 4.8 mill As well as driving incrementisales, myWaitrose is
transforming our ungfstanding of customers arallows us to target and personalise our marke
communications.

We invested in innovative marketing campaigns, inalgdileveloping our own citent for Waitrose TV,
launchingWeekend Kitchen with Werose on Channel 4, as well as launching our newdbaavertising
focusing on the difference our Partners m

Along with the best service, top quality products at the heart of our bran Product innovation
continued apace with the launch of the Alan Titchmarsh and Waitrose gardening range, ABiasion
ready meals and thgreat value Pure beauty ranOur successful essential Waitrose range top},500
products as it celebrated its fifth birthday, whoer Heston from Waitrose rancthas been further
expanded.

John Lewis

Gross sales in the first halfere up 9.% to £1.87bn, with like-for-like sales §12%. Operating profit
increased by 62.2% to £56.3m.

Our strategy of combining the best brands with rmbigousJohn Lewis owrbrandoffer is resulting in
sales growth and market share gains across afl tategorie

« Home increased by R4, driven in part by the revitalisation of the himgs market. Although
‘House’remained our biggest brand in Home, the introductibthe'Croft’ range prove popular as
customers looked for a balance between classicamgmporary desig

*  Fashion was up 9%, with online fashio sales growttparticularly strong a33.9%. In response to
the continued success of our -brand offer, we recently launched dinst John Lewis & Co
men’s formalwear collectior

e Electricals and Home Techlogy (EHT) delivered growth of 11.7%.For the first time w
introduced a John Lewis o-brand smart TV, and our minimum twear guarantee commitme
continues to be a keyftérentiator for customer

A year on from launching our new web platform, jl@wis.comsales are up 28%, outperforming the
industry (IMRG) by 16% in thérst half. The online business now accounts for over 30% lof Jeewis
merchandise sales. Gti& Collectsales have grown by nearly 50% and now enaover half of online
orders. In additiona continued focus on oumobile strategy hased to over half the traffic t
johnlewis.com coming from mobile and tablet dev. This Christmas the cutfaime for orderingfor
next day collectiorwill be extended to 8pm, complemented the addition of over 90 new Waitro
locations andhe nationwide rollout of CollectPIt

Investment has continued in new and existing slaswe continue to develop oportfolio. John Lewis
York opened in April and, combined with the sucaefssur Exeter shoydemonstrates that there is a r
for a smaller department store fornto complement regional flagshigsd at home branches in ¢
future growth. Our firsairport shop at Heathrow Terminal 2 opened in Jamg, as part of our ongoing
efforts to meet customers’ demand for more convenigys to shop, we announced that a new ‘Clic
Commute’ shop will open this autumn at St Pancrasosn Our next full-lne department store will op
in Birmingham in 2015, along with shops in Basiogstand Horshar

We have also invested in new social experienceslirshops. July marked the openin¢wo restaurants
in John Lewis Oxford Streettalian restaurant Roopomodoro and the UK's first outlet of Ham Hu
Burger,building on the successful launch of Hotel Chocalad Joe & Juice cafés last y



John Lewis Partnership plc
Unaudited condensed Interim Financial Statements fathe half year ended 26 July 201

Investment in systems and infrastructure contiraygace, wittthe completion of building work éJohn
Lewis’ second National tribution Centre in Milton Keynes allowing the site beused as support for
existing operations ahead of folberations startinin 2016.

Our 150th anniversary wasunique opportunity to create memorable expergfmeour customers and
Partners, as well as twllaborate with famous brands to create specigioedproducts. For the first
time, we opened the roof garden of our Oxford $tsbep and built an interactive exhibition to tile
story of the Partnership.These experieces were enjoyed by more than 150,000 custon We
celebrated our role as the Official Department &terovider to the Commonwealth Games with e-up
urban garden in Glasgow city centre, and our bragefitedfrom its association with a celebrat
national event.

Innovation remains key to staying ahead in a coitigetetail market and the launch of JLAB, oust-
ever technology business incubator, has opene@ ts innovative ideas from st-up companies. More
than 500 small businesses i#gred their interest ithe chance of a £100,000 investment and
opportunity to trial their technology in our shc

Group

Partnership Services and Grauapludes the operatiractivities for our Groupffices and shared services
as well as the costs faransformation programmes and certain pension tipgraosts. Partnership
Services and Groupet operating cos decreased by £7.3m to £25.4m.

Investment in the future

Capital investment irthe first half of the yeawas £332.1m, an increase df&6.5m (100.5%) on the
previous year. This include9@&tm invested in freehold propertiean increase of £66.2m on 1
previous year, and includes seven freehold brangtiehased from the (-operative.

The majority of our spend continues to bwested inour store base, either on new stores or
refurbishment of existing onesHowever, to enhance the agility and robustnessuofsystems an
infrastructure, we almost doubledr capital investment in distribution and IT.

Investment in Waitrose wa22(.2m, up £120.4m (120%) on the previous year, ain John Lewis
investment was £91.3m, up £3h168.5%).

Pensions

The pension operating cost wa@2£lm, an increase of £8.1m or %6on the prior yei costs before the
exceptional item, reflectinghanges to financial assumptic and growth in scheme memberst
Pension finance costs were £18,8an increase 0i2.1m or 11.% on the prior year, reflecting a higt
accounting pension deficit at the beginning of yeal than at the beginning of thaevious year. As a
result, total pension costs wergl1fl.m, an increase of £10.2m or 10.@%fore last year’s exceptior
item.

Following the conclusion of the triennial actuanaluation of our defined benefit pension schemat
31 March 2013, wegreed to increase the ongoing contribution rate6td% of members’ gross taxal
pay and put in place a plan to eliminate the deficer a 10 year period through a -off contribution
and annual deficit reduction contributior In the first half of the year totaontributicns to the pension
schemeotalled £100.6m, an increase of £43.2m 03% on the prior year.

The total accounting pensioefitit at 2¢ July 2014 was £1,0291) an increase 0f25.6m (2.6%) since
25 January 2014. Net of deferrted, the deficit was £843.5niThe accounting valuation of pension ft
liabilities increased by £218.8n5.¢%) to £4,437.0m, while psion fund assets increased (193.2m
(6.0%) to £3,408.0m.
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The pension continues to be one of the most impbhtanefits offered to Partners, but it also act®tor

the greatest single investment made each yearebPdintnership. The review of the pension scheme, t
ensure that it can remain fair to Partners andrddflle from a business perspective, is ongoing with
revised draft proposal published in July. The psabis to move to a hybrid scheme combining define
benefit and defined contribution pensions, whetar&ipension risk is shared between Partners and th
Partnership. Partners remain at the centre ofrékimw as co-owners of the business and have the
opportunity to share their views. A decision ipested to be reached by Partnership Council and the
Partnership Board in early 2015 following consuttatwith Partners.

Financing

Net finance costs on borrowings and investmentgedsed by £4.5m (15.3%) to £25.0m. After
including the financing elements of pensions amgylservice leave and non-cash fair value adjussnent
net finance costs decreased by £0.1m (0.2%) t®B646.

At 26 July 2014, net debt was £755.9m, an increh€t270.1m (55.6%) in the half year and £262.5m
(53.2%) higher than 27 July 2013. The year-on-yiearease reflects the funding to support the
significant step up in capital investment acrogsRiartnership. We expect net debt at the endeojehr

to be at a broadly similar level to January 2014.

Sustainability

Consistent with our belief in the importance ofitgka long-term view, this year we are undertakang
thorough review of the medium to long-term CSR legmaes facing the business. This will inform our
business plans moving forward and ensure we comtioureduce our environmental impact, while
supporting communities where we trade and mainmtgiscrupulous relations with our suppliers around
the world.

Meanwhile, we have continued to deliver againsteisting ambitious commitments. For example, our
new John Lewis branch in York, which opened in Apsi the lowest carbon branch on the John Lewis
estate and includes many innovative design featoresipport the local area’s biodiversity. Thenbha
has been assessed as Outstanding under the BRERAN isystem for buildings. To date, the
Partnership remains the only retailer to have aglighe ‘Outstanding’ rating for any of its stores.

Our business has always recognised the importahbeiloing sustainable supply chains and working
closely with suppliers and communities. We werkgtiged that, on World Oceans Day, Waitrose was
named Best Certified Fish Counter 2014, for sellimg broadest range of Marine Stewardship Council
certified options of any UK supermarket. Waitr@adgo relaunched its national ‘Grow and Sell’ scheme
to encourage schoolchildren to produce food anditsehe scheme has nearly trebled in size sitice i
launched, teaching children land management arré@eneurial skills. In India, a new school, fudde
by the John Lewis Foundation, opened in Bhadolegion where a number of our rug suppliers are
located, providing much needed access to educttiagirls, and signalling our long-term commitmeat
the area.
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Enquiries
For further information please contact:

John Lewis Partnership

Andrew Moys, Director of Communications 0752377

Neil Spring, Senior Communications Manager qura77464
Citigate Dewe Rogerson

Simon Rigby / Jos Bieneman 020 7638 9571
John Lewis

Peter Cross, Director, Communications 075%4674
Louise Cooper, Head of External Communications 07808 574117
Waitrose

Christine Watts, Communications Director 0¥Ba6414

Gill Smith, Senior Manager, Corporate PR 07888133

Notes to editors

The John Lewis Partnership -The John Lewis Partnership operates 42 John Léwigssacross the UK
(31 department stores, 10 John Lewis at home aitpa at Heathrow Terminal 2), johnlewis.com, 326
Waitrose shops, waitrose.com and business to mssgwntracts in the UK and abroad. The business ha
annual gross sales of over £10bn. It is the Ugdst example of employee-owned business with over
90,000 staff who are all Partners in the business.

Waitrose - the Nation's Favourite Supermarket* and winnethefBestSupermarket? and Best Food and
Grocery Retailer3 awards - currently has 326 sho@ngland, Scotland, Wales and the Channel Islands
including 51 convenience branches, and anotheh@pssat Welcome Break locations. It combines the
convenience of a supermarket with the expertisesandce of a specialist shop - dedicated to afteri
quality food that has been responsibly sourced,booed with high standards of customer service.
Waitrose also exports its products to 50 countsieddwide and has seven shops in the Middle East.

1 Conlumino Awards, 2014

2 Good Housekeeping Best Supermarket 2014, Whick? 8germarket 2014

3 Verdict Best Food and Grocery Retailer 2014

John Lewis - John Lewis, 'Multichannel Retailer of the Yed¥12*, 'Best Overall Retailérand 'Best
Retailer 2014; typically stocks more than 350,000 separate linéts department stores across fashion,
home and technology. johnlewis.com stocks over@BDproducts, and is consistently ranked one of the
top online shopping destinations in the UK (wwwntdwis.com). John Lewis Insurance offers a range of
comprehensive insurance products - home, car, wgdtid event, travel and pet insurance and lifeicov

- delivering the values of expertise, trust andauer service expected from the John Lewis brand.

* Oracle Retail Week Awards 2014

> Verdict Consumer Satisfaction Awards 2014

® Which? Awards 2014

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

www.johnlewis.com/facebook

www.johnlewis.com/youtube

Where this interim report contains forward-lookstgtement these are made by the directors in gathdidased on
the information available to them up to the timahodir approval of this report. These statementsilshbe treated
with caution due to inherent uncertainties undadyany such forward-looking information.
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Consolidated income statement
for the half year ended 26 July 2014

Notes Half year to Half year to Year to
26 July 2014 27 July 2013 25 January 2014
£m £m £m
5 Gross sales 5,011.4 4,729.1 10,1715
5 Revenue 4,461.2 4,218.¢ 9,027.8
Cost of sales (2,971.9) (2,832.5 (6,008.9)
Gross profit 1,489.3 1,386.3 3,018.9
Other operating income 40.0 34.¢ 74.2
Operating expenses before exceptional item (1,353.2) (1,259.0) (2,622.2)
Operating profit before exceptional item 176.1 162.2 470.9
4 Exceptional item - (47.3) (47.3)
5 Operating profit 176.1 114.9 423.6
6 Finance costs (48.1) (48.3) (97.5)
6 Finance income 1.8 1.9 3.0
Profit before Partnership Bonus and tax 129.8 68.5 329.1
Partnership Bonus - - (202.5)
Profit before tax 129.8 68.5 126.6
7 Taxation (32.7) (15.1) (25.0)
Profit for the period 97.1 53.4 101.6
4 Profit before Partnership Bonus, tax and 129.8 115.8 376.4
exceptional item
Consolidated statement of comprehensive income kfeense)
for the half year ended 26 July 2014
Notes Half year to Half year to Year to
26 July 2014 27 July 2013 25 January 2014
£m £m £m
Profit for the period 97.1 53.4 101.6
Other comprehensive income/ (expense):
;gesrg_s that will not be reclassified to profit or
10 Remeasurement of defined benefit pension (20.7) (41.0) (245.2)
schemes
7 Movement in deferred tax on pension 4.4 28 59
schemes
7 Movement in current tax on pension - - 27.4
schemes
Items that may be reclassified subsequently to
profit or loss:
Net (loss)/gain on cash flow hedges (5.5) 1.0 9.7)
7 Movement in deferred tax on cash flow 22 - -
hedges
Other comprehensive expense for the period (19.6) (37.2) (221.6)
Total comprehensive income/(expense) for 77.5 16.2 (120.0)

the period
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Consolidated balance sheet
as at 26 July 2014

Notes 26 July 2014 27 July 2013 25 January 2014
£m £m £m
Non—current assets
8 Intangible asse 297.3 222.6 266.9
8 Property, plant and equipm 4,059.8 3,826.3 3,987.2
Trade and other receivab 61.7 61.4 61.3
Deferred tax ass 79.0 39.6 69.1
4,497.8 4,149.9 4,384.5
Current assett
Inventorie! 536.7 510.] 554.(
Trade and other receivab 230.3 214.7 225.¢
13 Derivative financial instrumer 1.1 5.C 0.7
9 Assets held for sg 325 - -
Cash nd cash equivaler 139.2 434.F 358.¢
039.8 1,164. 1,139.!
Total asset 5,437.6 5,314.: 5,524.(
Current liabilities
12 Borrowings and overdral (116.5) (167.3 (75.6
Trade and other payab (1,218.0) (1,134.1 (1,499.7
Current tax payzle (34.7) (29.0 (0.2
12 Finance lease liabiliti (3.6) (3.2 (3.3
Provision: (111.0) (133.0 (120.9
13 Derivative financial instrumer (10.9) (0.7, (5.9
(1,494.7) (1,467.3 (1,705.6
Non-current liabilities
12 Borrowings (735.7) (727.7 (728.2
Trade and other payab (144.1) (126.9 (1355
12 Finance lease liabilitit (29.5) (34.0 (32.4
Provision: (145.4) (132.0 (137.2
10 Retirement benefit obligatio (1,029.0) (908.6 (1,003.4
(2,083.7) (1,929.2 (2,036.7
Total liabilities (3,578.4) (3,396.5 (3,742.3
Net asset 1,859.2 1,917 1,781.°
Equity
Share capiti 0.6 0.€ 0.€
Other reserve (2.5) 11.c 0.€
Retained earninq 1,861.1 1,905.¢ 1,780.:
Total equity 1,859.2 1,917 1,781,
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Consolidated statement of changes in equity
for the half year ended 26 July 2014

Notes Share Capital Capital Hedging Foreign Retained Total
capital redemption reserve reserve currency  earnings  equity
reserve translation
reserve
£m £m £m £m £m £m £m
Balance at 26 January 2013 0.6 5.0 1.4 3.9 - 1,890.6 1,901.5
Profit for the period - - - - - 53.4 534
10 Remeasurement of defined - - - - - (41.0) (41.0)
benefit pension schemes
Tax on above items recognised - - - - - 2.8 2.8
in equity
Fair value losses on cash flow - - - (2.0) - - (2.0)
hedges
— transfers to inventories - - - 2.9 - - 29
— transfers to property, plant - - - 0.1 - - 0.1
and equipment
Balance at 27 July 2013 0.6 5.0 1.4 4.9 - 1,905.8 1,917.7
Balance at 26 January 2013 0.6 5.0 1.4 3.9 - 1,890.6 1,901.5
Profit for the year - - - - - 101.6 101.6
10 Remeasurement of defined - - - - - (245.2) (245.2)
benefit pension schemes
Tax on above items recognised - - - - - 33.3 33.3
in equity
Fair value losses on cash flow - - - (6.6) - - (6.6)
hedges
— transfers to inventories - - - (3.1) - - (3.2)
Gain on currency translations - - - - 0.2 - 0.2
Balance at 25 January 2014 0.6 5.0 14 (5.8) 0.2 1,780.3 1,781.7
Profit for the period - - - - - 97.1 97.1
10 Remeasurement of defined - - - - - (20.7) (20.7)
benefit pension schemes
Fair value losses on cash flow - - - (1.1) - - (1.1)
hedges
— transfers to inventories - - - (4.0) - - (4.0)
— transfers to property, plant - - - (0.4) - - (0.4)
and equipment
Tax on above items recognised - - - 2.2 - 4.4 6.6
in equity
Balance at 26 July 2014 0.6 5.0 1.4 (9.2) 0.2 1,861.1 1,859.2

10
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Consolidated statement of cash flows
for the half year ended 26 July 2014

Notes Half year to Half year to Year to
26 July 2014 27 July 2013 25 January 2014
£m £m £m
11 Cash generated from operations 282.3 274.8 773.3
Net taxation (paid)/received (1.5) 5.7 (32.1)
Partnership Bonus paid (202.7) (210.5) (210.6)
Additional contribution to the Pension Scheme — — (85.0)
Finance costs paid (1.5) 1.3) (2.8)
Net cash generated from operating 76.6 68.7 442.8
activities
Cash flows from investing activities
Purchase of property, plant and equipment (268.6) (131.1) (387.1)
Purchase of intangible assets (63.5) (34.5) (107.9)
Proceeds from sale of property, plant and 16.9 1.8 2.9
equipment and intangible assets
Finance income received 0.4 0.9 15
Net cash used in investing activities (314.8) (162.9) (490.6)
Cash flows from financing activities
Finance costs paid in respect of bonds (24.9) (25.6) (54.5)
Payment of capital element of finance leases (2.7) (1.6) (3.1)
Payments to preference shareholders (0.2) (0.2) (0.2)
Payments to Share Incentive Plan shareholders a.7) (1.9) 1.7)
Cash inflow from borrowings 42.0 125 125
Cash outflow from borrowings - - (200.0)
Net cash generated from/(used in) financing 12.6 (16.7) (147.0)
activities
Decrease in net cash and cash equivalents (225.6) (110.9) (194.8)
Net cash and cash equivalents at beginning of 283.3 478.1 478.1
period
Net cash and cash equivalents at end of period 57.7 367.2 283.3
Net cash and cash equivalents comprise:
Cash at bank and in hand 94.1 115.7 117.7
Short—term investments 45.1 318.8 241.2
Bank overdraft (81.5) (67.3) (75.6)
57.7 367.2 283.3

11
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Notes to the financial statements

1 Basis of preparation

This condensed set of interim financial statemevds approved by the Board on 10 September 2014.
The condensed set of interim financial statementmaudited, but has been reviewed by the audituts
their review report is set out on pages 24 to 2%eyTdo not comprise statutory accounts within the
meaning of Section 434 of the Companies Act 200& domparative information for the half year to or
as at 27 July 2013 has not been audited, but hexs eviewed in accordance with the International
Standard on Review Engagements (UK and Ireland).241

The results for the half year to 26 July 2014 hbeen prepared using the discrete period approach,
considering the half year as an accounting peridddlation. The tax charge is based on the effectite
estimated for the full year, which has been appitetthe profits in the first half year.

The Partnership’s published financial statementshfe year ended 25 January 2014 has been repmrted
by the Partnership’s auditors and filed with thegRear of Companies. The report of the auditors wa
unqualified, did not contain an emphasis of mati@ragraph and did not contain any statement under
section 498 of the Companies Act 2006.

This condensed set of interim financial stateméntshe half year ended 26 July 2014 has been pedpa

in accordance with the Disclosure and TranspareRcyes of the Financial Conduct Authority
(previously the Financial Services Authority) andhwAS 34 ‘Interim Financial Reporting’, as adogte

by the European Union. The condensed set of intBriamcial statements should be read in conjunction
with the Annual Report and Accounts for the yeadezh25 January 2014, which has been prepared in
accordance with International Financial Reportitgn8ards (IFRS) as adopted by the European Union.

Going concern

The Directors, after reviewing the Partnership’sraping budgets, investment plans and financing
arrangements, consider that the Company and Psinipehave, at the date of this report, sufficient
financing available for the estimated requiremdatsthe foreseeable future. Accordingly, the Dioest
are satisfied that it is appropriate to adopt tbeng concern basis in preparing the condensed fset o
interim financial statements.

2 Accounting policies

The Partnership’s results for the half year to @§ 2014 have been prepared on a basis consistént w
the Partnership’s accounting policies publishethanfinancial statements for the year ended 25algnu
2014.
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3 Risks and uncertainties

The principal and other significant risks and utaieties affecting the Partnership were identifesdoart

of the Group Strategic Report, set out on pageantB49 of the John Lewis Partnership Annual Report
and Accounts 2014, a copy of which is available dhe Partnership’s website
www.johnlewispartnership.co.uk

The Partnership has a formal risk identificatioagass, which includes a rigorous analysis of irstieand
external risks both at a Divisional Board and Renthip Board level. The Partnership has identifiex
following key risks, which are unchanged from yead and remain relevant for the second half of the
financial year.

* Managing the delivery of change: failure to delittez benefits of major change programmes, such as
the Personnel Transformation Programme and theadpgof the distribution infrastructure in John
Lewis, and the associated Partner benefits, raguilti increased costs, disruption in trading atitigi
and loss of Partners’ trust;

e Operating model strain: several pressures, suahsafft in sales mix towards lower margin products,
growth in online and a lack of flexibility in opéi@ns create strain in our operating model,
threatening our ability to grow profitably;

e IT operating model: the IT operating model is ueatd deliver change programmes and business
plan ambitions, placing the Partnership at a coitipetisadvantage;

« Pension obligations: defined benefit pension oltilige place a significant or unsustainable findncia
burden on the Partnership;

« Business interruption: reputational damage andnfiiz loss as a result of business interruption
and/or the loss of key IT systems;

« Data breach: reputational damage and fines asid oéds data breach;

¢ Regulatory compliance: failure to comply with Idgisve requirements in the UK or other legal
jurisdictions where the Partnership operates;

« UK economy: external economic and competitive prnesss such as government spend restrictions, a
static economy, low market growth or aggressiveegpdompetition impair our ability to grow in line
with our ambitions; and

e Talent: lack of ability to attract and retain takesh Partners with the right capability to delivemr o
business goals.
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4 Exceptional item

No exceptional items have been recorded in th@gdo 26 July 2014. An exceptional operating expens
was recorded in the half year to 27 July 2013 andhe year to 25 January 2014 totalling £47.3m,
following a review of the Partnership’s holiday gaglicy.

5 Segmental reporting

The Partnership’s three operating segments arer®ajt John Lewis and Partnership Services and
Group. Partnership Services and Group includesopegating costs for our Group offices, Partnership
Services, transformation programmes and certaisiperoperating costs. The operating profit of each
segment is reported after charging relevant PatmerServices and Group costs based on the business
segments’ usage of these facilities and servicekbafore any exceptional items.

Waitrose’s business is not subject to highly sealsthactuations although there is an increase aditrg
in the fourth quarter sales of the year. Therensoae marked increase in the fourth quarter forJibien
Lewis business.

Waitrose  John Lewis Partnership Total
Services and
Group
£m £m £m £m
Half year to 26 July 2014
Gross sales 3,146.4 1,865.0 - 5,011.4
Adjustment for sale or return sales - (78.8) - (78.8)
Value added tax (179.5) (291.9) - (471.4)
Revenue 2,966.9 1,494.3 - 4,461.2
Operating profit before exceptional item 134.7 56.3 (25.9) 165.1
and property profits
Property profits 10.5 - 0.5 11.0
Operating profit before exceptional item 145.2 56.3 (25.4) 176.1
Exceptional item - - - -
Operating profit 145.2 56.3 (25.4) 176.1
Finance costs - - (48.1) (48.1)
Finance income - - 1.8 1.8
Profit before tax 145.2 56.3 (71.7) 129.8
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5 Segmental reporting (continued)

Waitrose  John Lewis Partnership Total
Services and
Group
£m £m £m £m

Half year to 27 July 2013
Gross sales 3,023.7 1,705.4 - 4,729.1
Adjustment for sale or return sales - (66.7) 1p6.
Value added tax (176.2) (267.5) - (443.6)
Revenue 2,847.6 1,371.2 - 4,218.8
Operating profit before exceptional item 160.2 34.7 (32.7) 162.2
and property profits
Property profits - - - -
Operating profit before exceptional item 160.2 34.7 (32.7) 162.2
Exceptional item - - (47.3) (47.3)
Operating profit 160.2 34.7 (80.0) 114.9
Finance costs - - (48.3) (48.3)
Finance income - - 1.9 1.9
Profit before tax 160.2 34.7 (126.4) 68.5

Waitrose  John Lewis Partnership Total

Services and
Group
£m £m £m £m

Year to 25 January 2014
Gross sales 6,111.9 4,059.6 - 10,171.5
Adjustment for sale or return sales - (148.9) - (148.9)
Value added tax (358.2) (636.6) - (994.8)
Revenue 5,753.7 3,274.1 - 9,027.8
Operating profit before exceptional item 310.1 226.1 (65.3) 470.9
Exceptional item - - (47.3) (47.3)
Operating profit 310.1 226.1 (112.6) 423.6
Finance costs - - (97.5) (97.5)
Finance income - - 3.0 3.0
Partnership Bonus - - (202.5) (202.5)
Profit before tax 310.1 226.1 (409.6) 126.6

15



John Lewis Partnership plc

Unaudited condensed Interim Financial Statements fathe half year ended 26 July 2014

5 Segmental reporting (continued)

Waitrose  John Lewis Partnership Total
Services and
Group
£m £m £m £m

26 July 2014
Segment assets 2,946.5 1,875.3 615.8 5,437.6
Segment liabilities (632.5) (676.4) (2,269.5) (3,578.4)
Net assets/(liabilities) 2,314.0 1,198.9 (1,653.7) 1,859.2
27 July 2013
Segment assets 2,680.7 1,772.3 861.2 5,314.2
Segment liabilities (618.3) (593.7) (2,184.5) (B3
Net assets/(liabilities) 2,062.4 1,178.6 (1,323.3) 1,917.7
25 January 2014
Segment assets 2,844.4 1,868.9 810.7 5,524.0
Segment liabilities (610.2) (730.1) (2,402.0) (28
Net assets/(liabilities) 2,234.2 1,138.8 (1,591.3) 1,781.7
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6 Net finance costs

Half year to Half year to Year to
26 July 2014 27 July 2013 25 January 2014
£m £m £m
Finance costs
Finance costs in respect of borrowings (25.3) (30.3) (60.4)
Fair value measurements and other (0.3) -
Net finance costs arising on defined benefit aieot (22.8) (17.7) (37.1)
employee benefit schemes
Total finance costs (48.1) (48.3) (97.5)
Finance income
Finance income in respect of cash and short—term 0.3 0.8 1.6
investments
Fair value measurements and other 1.5 0.1 1.4
Net finance income arising on other employee bénefi - 1.0 -
schemes
Total finance income 1.8 1.9 3.0
Net finance costs (46.3) (46.4) (94.5)
Half year to Half year to Year to
26 July 2014 27 July 2013 25 January 2014
£m £m £m
Finance costs in respect of borrowings (25.3) (30.3) (60.4)
Finance income in respect of cash and short-term 0.3 0.8 1.6
investments
Net finance costs in respect of borrowings andtshor (25.0) (29.5) (58.8)
term investments
Fair value measurements and other 15 (0.2) 1.4
Net finance costs arising on defined benefit screme (19.8) 17.7) (35.3)
Net finance (costs)/income arising on other empdoye (3.0) 1.0 (1.8)
benefit schemes
Net finance costs (46.3) (46.4) (94.5)
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7 Income taxes

Income tax expense is recognised based on manatsibest estimate of the full year effective tatera
based on estimated full year profits. The estimftidyear effective tax rate for the year to 3hudary
2015 is 25.2% (the estimated effective tax rataterperiod to 27 July 2013 was 22.0%). The in@egms
last year is mainly due to the effects of the defittax credit recognised last year for the redudin the
statutory rate of corporation tax and disallowatsets and depreciation on assets that do not gdatif
tax relief.

8 Property, plant and equipment and intangible asets

Property, plant  Intangible assets Total
and equipment

£m £m £m
Net book value at 25 January 2014 3,987.2 266.9 54412
Additions 251.9 63.5 315.4
Depreciation and amortisation (128.4) (33.1) (161.5)
Disposals (18.4) - (18.4)
Transfers to assets held for sale (32.5) - (32.5)
Net book value at 26 July 2014 4,059.8 297.3 4,357.1

Intangible assets primarily relate to internallyeleped computer software.

9 Assets held for sale

At 26 July 2014, two property assets were recometield for sale totalling £32.5m (25 January 2014
and 27 July 2013: nil). They are expected to bpatied of within 12 months.
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10 Retirement benefit obligations

The principal pension scheme operated by the Ratipeis the John Lewis Partnership Trust for

Pensions. The scheme is a funded final salary eléflrenefit pension scheme, providing pension and
death benefits to members, and is open to new nmsmAk contributions to the scheme are funded by
the Partnership.

Pension commitments have been calculated basdtkandst recent actuarial valuations, as at 31 March
2013, which have been updated by the actuariesfiect the assets and liabilities of the schemat &6
July 2014.

Scheme assets are stated at market value at 28QILAy

The following financial assumptions have been used:

Half year to Half year to Year to

26 July 2014 27 July 2013 25 January 2014
Discount rate 4.25% 4.55% 4.40%
Future retail price inflation (RPI) 3.25% 3.30% 3.30%
Future consumer price inflation (CPI) 2.250, 2.40% 2.30%
Increase in earnings 3.75% 3.80% 3.80%
Increase in pensions — in payment 3.00% 3.10% 3.00%
Increase in pensions — deferred 2.25% 2.40% 2.30%

The movement in the defined benefit liability iretheriod is as follows:

Half year to Half year to Year to

26 July 2014 27 July 2013 25 January 2014

£m £m £m
Net defined benefit liability at beginning of pedio (1,003.4) (822.1) (822.1)
Operating cost (85.7) (85.2) (163.7)
Interest cost on liabilities (91.5) (86.3) (172.5)
Interest income on assets 71.7 68.6 137.2
Contributions 100.6 57.4 262.9
Total losses recognised in equity (20.7) (41.0) (245.2)

Net defined benefit liability at end of perioc (1,029.0 (908.6 (1,003.4

19



John Lewis Partnership plc

Unaudited condensed Interim Financial Statements fathe half year ended 26 July 2014

11 Reconciliation of profit before tax to cash geerated from operations

Half year to Half year to Year to
26 July 2014 27 July 2013 25 January 2014
£m £m £m
Profit before tax 129.8 68.5 126.6
Amortisation of intangible assets 33.1 23.2 54.5
Depreciation 128.4 126.3 254.6
Net finance costs 46.3 46.4 94.5
Partnership Bonus - - 202.5
(Profit)/loss on disposal of property, plant and (11.7) 2.3 1.6
equipment and intangible assets
Decrease/(increase) in inventories 17.3 3.9 (40.0)
Increase in receivables (1.5) (28.3) (39.3)
(Decrease)/increase in payables (39.6) (15.2) 122.4
(Decrease)/increase in retirement benefit obligetio (15.1) 27.8 (14.2)
(Decrease)/increase in provisions 4.7) 19.8 10.1
Cash generated from operations 282.3 274.8 773.3
12 Analysis of net debt
25 January Cash flow Other 26 July
2014 non—cash 2014
movements
£m £m £m £m
Current assets
Cash and cash equivalents 358.9 (219.7) - 139.2
Derivative financial instruments 0.7 - 0.4 1.1
359.6 (219.7) 0.4 140.3
Current liabilities
Borrowings and overdrafts (75.6) (40.9) - (116.5)
Finance leases (3.3) 2.7 (3.0 (3.6)
Derivative financial instruments (5.9 - (5.0 (10.9)
(84.8) (38.2) (8.0) (131.0)
Non—current liabilities
Borrowings (733.4) (7.0) (0.2) (740.6)
Unamortised bond transaction costs 5.2 - (0.3) 4.9
Finance leases (32.4) - 2.9 (29.5)
(760.6) (7.0) 2.4 (765.2)
Total net debt (485.8) (264.9) (5.2) (755.9)
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12 Analysis of net debt (continued)

Reconciliation of net cash flow to net debt

Half year to Half year to Year to
26 July 2014 27 July 2013 25 January 2014
£m £m £m
Decrease in net cash and cash equivalents in (225.6) (110.9) (194.8)
the period
Cash (inflow)/outflow from movement in (39.3) (10.9) 90.6
debt and lease financing
Movement in debt for the period (264.9) (121.8) (104.2)
Opening net debt (485.8) (371.9) (371.9)
Non-cash movements (5.2) 0.3 (9.7)
Closing net debt (755.9) (493.4) (485.8)

13 Management of financial risks

The principal financial risks to which the Partiepsis exposed are liquidity risk, interest ratekri
foreign currency risk, credit risk, capital riskca@nergy risk.

This condensed set of interim financial statemédptss not include all risk management informatiod an
disclosures required in the annual financial stat@sand should be read in conjunction with theushn
Report and Accounts for the year ended 25 Janudiy.2During the half year to 26 July 2014, the
Partnership has continued to apply the financ& management process and policies as detaildtkin t
Annual Report and Accounts for the year ended 2baly 2014.

Valuation techniques and assumptions applied ierdehing the fair value of each class of asset or
liability are consistent with those used as at 2Bhudry 2014 and reflect the current economic
environment.

Fair value estimation
The different levels per the IFRS 13 fair valuer&iiehy have been defined as follows:

Level 1: Quoted prices (unadjusted) in active mirker identical assets or liabilities

Level 2: Inputs other than quoted prices includetthiw level 1 that are observable for the asset or
liability, either directly (that is, as prices) iodirectly (that is, derived from prices)

Level 3: Inputs for the asset or liability that amet based on observable market data (that is,
unobservable inputs)
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13 Management of financial risks (continued)

During the half year to 26 July 2014, there havenbeo transfers between any levels of the IFRSait3 f
value hierarchy and there were no reclassificatiohfinancial assets as a result of a change in the
purpose or use of those assets.

The fair value of the derivative financial instrume held by the Partnership are classified as Lavel
under the IFRS 13 fair value hierarchy, as all ificgmt inputs to the valuation model used are Hase
observable market data and are not traded in areauntirket.

At 26 July 2014, the net fair value of derivativeancial instruments was £9.8m, liability (25 Janyua
2014: £5.2m, liability; 27 July 2013: £4.3m, asset)

The fair value of a derivative financial instrumaepresents the difference between the value of the
outstanding contracts at their contracted rates analuation calculated using the forward rates of
exchange and interest rates prevailing at the balaheet date.

The following table compares the Partnership’silitéds held at amortised cost, where there is a
difference between carrying value (CV) and faiuea(FV):

26 July 2014 27 July 2013 25 January 2014
£m £m £m £m £m £m
Ccv FV Ccv FV Ccv FV
Financial liabilities
Listed bonds (570.1) (694.2) (669.6) (809.4) (569.8) (695.4)
Preference stock (4.6) 3.7 (4.6) (3.7) (4.6) (4.3)

The fair value of the Partnership’s listed bondd preference stock have been determined by refertenc
market price quotations and classified as Levealdeuthe IFRS 13 fair value hierarchy.

For other financial assets and liabilities, the® o material differences between carrying vale fair
value.

14 Capital commitments

At 26 July 2014 contracts had been entered intdifture capital expenditure of £52.4m (25 January
2014: £106.8m; 27 July 2013: £23.3m) of which £61.@5 January 2014: £106.2m; 27 July 2013:
£23.2m) relates to property, plant and equipments £1.0m (25 January 2014: £0.6m; 27 July 2013:
£0.1m) relates to intangible assets.

15 Related party transactions

There have been no material changes to the prinsipasidiaries listed in the Annual Report and
Accounts for the year ended 25 January 2014. Adited party transactions arise during the ordinary
course of business. There were no material chainggg transactions or balances during the half yea
ended 26 July 2014.

16 Events after the balance sheet date

There have been no other events after the baldeat date requiring disclosure.
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Statement of Directors’ responsibilities

The Directors confirm that this condensed set ofrim financial statements has been prepared in
accordance with IAS 34 ‘Interim Financial Reportings adopted by the European Union and that the
interim management report includes a fair reviewthd information required by the Disclosure and
Transparency Rules (DTR) paragraphs DTR 4.2.7RDArR 4.2.8R, namely:

* an indication of important events that have ocalmering the half year and their impact on the
condensed set of interim financial statements,aadescription of the principal risks and uncertasit
for the remaining half of the financial year; and

* material related—party transactions in the halfry@ad any material changes in the related—party
transactions described in the last annual report.

The Directors are responsible for the maintenanckimstegrity of the Company’s website. Legislatian
the United Kingdom governing the preparation arsdelnination of financial statements may differ from
legislation in other jurisdictions.

For and by Order of the Board

Sir Charlie Mayfield, Chairman
Helen Weir, Finance Director

10 September 2014
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Independent review report to John Lewis Partnershipplc
Report on the condensed set of interim financial atements

Our conclusion

We have reviewed the condensed set of interim iiadustatements, defined below, in the interim repo
of John Lewis Partnership plc for the 26 weeks dn2ig July 2014Based on our review, nothing has
come to our attention that causes us to believietieacondensed set of interim financial statemargs
not prepared, in all material respects, in accardamith International Accounting Standard 34 aspaeib
by the European Union and the Disclosure and Tamesgy Rules of the United Kingdom's Financial
Conduct Authority.

This conclusion is to be read in the context of twha say in the remainder of this report.

What we have reviewed

The condensed set of interim financial statememtsch are prepared by John Lewis Partnership plc,
comprise:

< the consolidated balance sheet as at 26 July 2014;

< the consolidated income statement and statemertroprehensive income/(expense) for the period
then ended,;

« the statement of consolidated cash flows for thieode¢hen ended;

« the consolidated statement of changes in equitthfaperiod then ended; and

« the explanatory notes to the condensed set ofrimferancial statements.

As disclosed in note 1, the financial reportingrfeavork that has been applied in the preparaticimef
full annual financial statements of the group iplmable law and International Financial Reporting
Standards (IFRSs) as adopted by the European Union.

The condensed set of interim financial statememthided in the interim report have been prepared in
accordance with International Accounting Standatd‘Biterim Financial Reporting’, as adopted by the
European Union and the Disclosure and TransparButgs of the United Kingdom's Financial Conduct
Authority.

What a review of the condensed set of interim finasial statements involves

We conducted our review in accordance with Inteomai Standard on Review Engagements (UK and
Ireland) 2410, ‘Review of Interim Financial Infortian Performed by the Independent Auditor of the
Entity’ issued by the Auditing Practices Board fmge in the United Kingdom. A review of interim
financial information consists of making enquirigsimarily of persons responsible for financial and
accounting matters, and applying analytical anérotéview procedures.

A review is substantially less in scope than antaumhducted in accordance with International Stadd

on Auditing (UK and Ireland) and, consequently, sloet enable us to obtain assurance that we would
become aware of all significant matters that migatidentified in an audit. Accordingly, we do not
express an audit opinion.

We have read the other information contained iriritexim report and considered whether it contaimg

apparent misstatements or material inconsistenuaigssthe information in the condensed set of imteri
financial statements.
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Responsibilities for the condensed set of interimrfancial statements and the review

Our responsibilities and those of the directors

The interim report, including the condensed seintdrim financial statements, is the responsibibty
and has been approved by, the directors. The dieare responsible for preparing the interim reor
accordance with the Disclosure and TransparencesRaf the United Kingdom's Financial Conduct
Authority.

Our responsibility is to express to the companyaactusion on the condensed set of interim financial
statements in the interim report based on our vevighis report, including the conclusion, has been
prepared for and only for the company for the paepmf complying with the Disclosure and
Transparency Rules of the Financial Conduct Autiiand for no other purpose. We do not, in giving
this conclusion, accept or assume responsibilityafty other purpose or to any other person to wtitgsn
report is shown or into whose hands it may come selvere expressly agreed by our prior consent in
writing.

PricewaterhouseCoopers LLP
Chartered Accountants
London

10 September 2014
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