/"'
1 '

. . ‘
N

o o JSainsbury plc
RECEIVED 54 ~G3

J Sainsbury plc
33 Holborn
London

ECIN 2HT

Telephone 020 7695 6000

Sl : . Lj-sainsbury.co.uk
Securities and Exchange Commission wwirsainshary.cod

Office of the International Corporate Finance Ext: 6505
Room 3094 STOP 3-6 Fax: 020 7695 6505

onngion oot MNBSRRRER o
USA \\\\\\\\\\\N\\ \\\\ Date: 30 November 2005

Dear Sir

J Sainsbury plc announces : Holding in company

Please find enclosed a copy of the above announcement made to the London Stock Exchange
on 28 November 2005.

Yours faithfully

David Kinnair

Company Secretaryiat FH@CESSED

DEC 1 2 2005

_AHOMSON
“\FINANCIAL

Registered office as above
Registered number 185647 England



P 4
J Sainsbury plic (the “company”)

On 25 November 2005 the company was notified that Lady Sainsbury (wife of
Sir Timothy Sainsbury) no longer has a notifiable interest in the company’s
issued share capital, such interest now being below 3%.

The company was advised in November 2002 that Lady Sainsbury had
become entitled, through trusteeships, to a non-beneficial interest in existing
shareholdings of the company of 3% of the company’s issued shares.

End
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£2.5u,

Sales Target

Our target is to grow
sales by £2.5 billion.
Independent industry
measures reported our
growth ahead of the
market in the first half
although market growth
has slowed.

Little Bill The move

to more commission
based products is the
right approach as we
continue our investment
in the Bank.

“~Operating Reyiew

N
Ts ywr recvesy plan on ade !

We're pleased with the progress we've made in the first half of the
year. While it's still early days, we are on track. Sales at Sainbury's
Supermarkets (including VAT) for the first half increased by 5.6
per cent to £8,815 million and Easter adjusted like-for-like sales
were up 2.1 per cent (excluding petrol). This is a clear indication
that customers are seeing improvements and increasing their
spend with us. Customer satisfaction has improved and we now
have 15 million customers a week. However, we still have a lot of
work to do behind the scenes to ensure that we remain on track
but the response to our initial progress supports our belief in
the attraction of the Sainsbury’s brand.

What is happening with Hha Bank

The Bank made an underlying operating loss of £(5) million in
the first half of the year due to our investment in growth and
increased provisioning for bad and doubtful debt. We expect

the financial results for the second half of 2005/06 to be similar
to those reported in the first half. We believe the supermarket
banking model is robust and the move to more commission
based products is appropriate for long term growth and
profitability. However, given the financial results in this first
year of the plan, we don't anticipate that the three year profit
target of £90 million will be achievable.

Ts the impovement n sales sustanade!
did

Our sales growth is based on having delivered a significantly
improved offer and service for customers. They are now able

to complete more of their weekly shop and are shopping more
frequently with us again. This is key to reaching our sales target
of £2.5 billion. But while the customer experience is much
improved we still need to work on achieving consistency across
all our stores, and at an acceptable cost. Our focus is on
maintaining and driving further improvement.
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$0 Organics Around

300 crganic products
were re-launched under
our new brand Sainsbury's
‘SO’ Organic in September.
Sales are up 19 per cent
with particularly good
performances in fresh
food areas.

We launched our TU range
just over a year ago and
sales are up 28 per cent
like-for-like. TU is now the
fastest growing clothing
brand in the UK according
to analysis by Verdict
Consulting.

What are the Ka\nj t)*u)\ﬁs adueved so Afar?

We were clear last year that we needed to fix the basics of

our offer for customers and we've made good steps forward.

A better product offer combined with improved availability,
lower prices and enhanced service have all had a significant
impact on customers as demonstrated by early sales and volume
growth. We're pleased with our progress and as well as serving
existing customers better we believe the improvements we've
made can now attract lapsed and new customers. This was key
to the timing of our brand re-launch in September. With the first
phase of fixing the basics progressing well, ‘Try Something New
Today', marks the next stage in Making Sainsbury’s Great Again.

Hoo do 3%._:* prices WPNQ7

Our significant investment in price has continued and
promotions have made a greater impact. Customers have noticed
the reductions in their bill at the checkout, as have industry
maonitors. We were the cheapest supermarket for four weeks
running according to the industry’s Grocer magazine's price
survey during September demonstrating that the gap between
Sainsbury's and other supermarkets has been closed. Grocery
deflation for the first half of the year was 1.4 per cent.

INhat abonk r\m«—{-‘aod 7

A target of £700 million of sales growth from non-food product
ranges was outlined in October 2004. Much of our focus on non-
food this year has concentrated on making existing space work
harder. Core ranges such as cards, wrapping paper, music and
DVDs have been revamped and big product launches have been
well supported. We also recently opened offices in Poland and
Hong Kong to liaise more directly with suppliers. We hope this
will provide benefits across several product categories although
our initial focus is on non-food. Sales of our TU clothing range
are significantly up on those of the previous offer and continue
to increase as the range is developed and improved.
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Sales of all products
featured in recent
advertisements have
soared. For example we
had over S0 per cent
market share for British
Cox apples following our
suggestion that they be
added to sausages

and sage.

Operating Review continued

Howo s availablutﬁ and. the suppley chain !

We've made good progress on availability but there’s still much to
do. Since October 2004, the number of products out of stock has
been reduced by around 75 per cent. We've introduced new ways
of working in stores and supply chain to speed up replenishment.
Additional labour has helped improve performance of our
automated depots. We're also making further changes to our supply
chain. The depot network is being reorganised to ensure we're
making the most efficient distribution of product to stores and
the number of miles per case being travelled is being reduced.

INhat Pmav’ess s these on st @UAL’%‘\‘«V\S?

We're on track to deliver the £400 million of cost reductions
identified in October 2004, £100 million of which we expect to
deliver in the current financial year, These have helped to underpin
our continued investment in price and the wider customer offer.
They've also covered emerging cost pressures which are widely
being reported by retailers. We expected a rise in business rates
and salary costs but energy costs are higher than anticipated.
Due to our contractual position the increase in energy costs will
have a bigger impact in the second half of 2006/07.

Have. vw cmc,Lu\d%eoL Uou.r rewv'ery o{ LT?

We've concluded it's the right time to rebuild our own

expertise in IT. The services currently provided by Accenture
will be migrated back to us together with a number of Accenture
employees and we expect this to take place by the end of April
2006. All termination and/or transition costs will be treated

as an exceptional item this financial year, and details will be
provided in due course. It's expected that future cost savings
will payback any exit costs within two years. {T cost savings

will start to come through in 2006/07, with full benefit of the
change impacting the second half of the year.
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Customers have also
picked up over 24 million
idea cards since they
were introduced into
stores in September.

Iz He Wem&nt beam ol N P)p\m?

We've strengthened our plc Board with the arrival of Darren
Shapland, Chief Financial Officer and John McAdam, Senior
Independent Director. Roger Burnley will join our Operating
Board from Matalan in January and will assume full accountability
for our supply chain in March 2006. Lawrence Christensen will
continue to support us in an advisory capacity until December
2006. Peter Baguley joined us from Boots Group plc as Property
Director in August 2005 and will [ead our campaign to restore
our new footage pipeline. We've also made ten further
appointments to our senior management team. All of these
demonstrate how we're attracting experienced and talented
peopie who want to be a part of Sainsbury’s recovery.

IWNhat is ?W\ﬁ to M.W-u\ on divdends’

The interim payment is 2.15 pence per share as in 2004, The Board
concluded that although we've seen early and encouraging
progress there's still a lot of work to do and holding the dividend
is appropriate at this stage in our recovery.

How s \\jwf howe dejivmy sern'e WD
The service is now fully integrated with our stores and has thus
benefited from the general improvement in product availability.
We re-launched our website in September and we now deliver
over 38,000 orders a week, up from 30,000 a year ago. At the
same time the average basket size has increased by four per
cent. Improvements in product availability and customer
service have increased our customer retention and also

helped us acquire new customers through recommendations.

What are Yo Ao&mﬂ PR

The management team is focused on delivering the plans outlined
in October 2004. It's early days and we need to make sure
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Operating Review continued

improvements are lasting and sustainable. We're committed

to our prices remaining competitive but it's also important for
customers that quality is maintained and improved. Innovation
has also been a key part of our heritage and the ‘Try Something
New Today' campaign has caught the imagination of customers.

We're also improving our network of 443 supermarkets. We've
refurbished or extended nine stores during the first half and expect
A maijor success of the ficst  t0 complete a further 30 refurbishments and five extensions by
half was our Active Kids ~ the end of the financial year. We're also currently refurbishing
campaign which attracted i, o gateway branded stores purchased from Morrisons which
over 80 per cent of all UK . . . .

schools. Over £17 milion Wil re-open for Christmas. The 14 stores previously acquired
of sports equipment and from Morrisons are on average achieving over 15 per cent like-

experiences havenowbeen  fqr-like sales growth once they have annualised.
delivered. Sainsbury’s

Corporate Responsibility ~ Qur convenience stores are also being refurbished and re-ranged
Reportisavailable online at v 1 qre accurately serve shoppers in our smaller stores. We've
www.j-sainsbury.co.uk/cr .
converted the majority of the Shaws, Jacksons, Bells and Beaumont
stores to our Sainsbury’s Local or ‘Sainsbury’s at..." formats.
Customers have responded well to the increased focus on fresh
food and introduction of Sainsbury's branded products.
Significant sales uplifts of circa 20 per cent are being generated.

How have wl&eoﬁu\es veacked to ﬁjm P’”S“SS?

| continue fo be impressed by the enthusiasm and commitment of
our 153,000 colleaques. There's a real sense that the practical
steps we're taking each day are the right ones to Make Sainsbury's
Great Again. We're committed to running a business that constantly
improves the shopping experience for our customers and the
communities in which we operate. This is at the heart of all our
plans and activities as we continue to grow our sales.

/—
. [
N Yo ,
Justin King Chief Executive
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Finencial Review

The results for the 28 weeks ended 8 October 2005 (‘half year’) reflect a half year of progress on the
Making Sainsbury's Great Again recovery plan.

Sales including VAT from continuing operations increased by 5.9 per cent to £8,978 million (2004
restated: £8,481 million). Underlying profit before tax from continuing operations' was £118 million
(2004 restated: £117 million). Underlying basic earnings per share from continuing operations® were
4.8 pence (2004 restated: 3.9 pence). Profit before tax from continuing operations was £87 million
(2004 restated: £(292) million i0ss). Basic earnings per share from continuing operations increased to
3.5 pence (2004 restated: (18.7) pence loss). An interim dividend of 2.15 pence per share is proposed
(2004 restated: 2.15 pence).

international Financial Reporting Standards ("IFRS”)

The financial information contained in the Interim Results has been prepared on the basis of the Group's
IFRS accounting policies. An announcement explaining the impact of IFRS was made on 16 June 2005
with further guidance on 7 October 2005 showing how the results for the 28 weeks to 9 October 2004
would have been stated under IFRS. Copies of both documents are available from our website
www.j-sainsbury.co.uk.

In accordance with emerging interpretation of IAS 17, since the guidance issued on 7 October 2005, an
adjustment to the accounting treatment for leases that have fixed annual rent increases has been made.
Formerly these would be accounted for by matching the profit and loss account charge to the annual
cash flow. Emerging interpretation suggests that these leases should be accounted for by spreading the
cost of all of the fixed rent increases evenly over the lease term. The impact of this is to decrease opening
reserves by £(17) million and decrease underlying profit before tax for the half year by £(2) million (2004
restated: £(2) million). The impact of this interpretation on the 2004/05 full year, provided on 16 June
2005, reduces underlying profit before tax from continuing operations by £(4) miition to £238 million.

The results for the half year are based on management's best knowledge of expected standards and
interpretations. However, IFRS and International Financial Reporting Interpretations Committee
("IFRIC") interpretations are still subject to ongoing review and possible amendment.

The overall impact of IFRS adjustments in the half year is a reduction in underlying profit before tax
from continuing operations? of £(2) million (2004: £(2) million).

28 weeks to 28 weeks to
8 October 9 October

Em 2005 2004
IFRS - Underlying profit before tax from continuing operations' 118 n7
Leases and lease incentives 4 3
Pensions (12) 5)
Share-based payment 12 5
impairment?® (3) m
Sainsbury’s Bank - IAS 32 and |AS 39 1 -
2 2
UK GAAP
Underlying profit on ordinary activities before tax from continuing operations? 120 19

1 Profit before tax from continuing operations before gain or loss on the sale of properties and businesses, impairment of
goodwill, financing fair value movements and items that are material and infrequent in nature, such as costs arising from the
closure, relocation or re-structuring of a significant operation.

2 Profit after tax from continuing operations attributable to equity holders before non-equity dividends, gain or loss on the sale
of properties and businesses, impairment of goodwill, financing fair value movements and items that are material and
infrequent in nature, such as costs arising from the closure, refocation or re-structuring of a significant operation, divided by
the weighted average number of ordinary shares in issue during the year, excluding those held by the ESOP Trusts, which are
treated as cancelled.

3 Relates to the write-back of capitat additions and depreciation on impaired stores.

4 Before exceptional items, amortisation of goodwill, and gain or loss on the sale of properties and businesses.
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Finencial Review continued

Summary Income statement

Restated
28 weeks to 28 weeks to
8 October 9 October
£m 2005 2004 % change
Sales (inc VAT)
Retailing - Supermarkets and Convenience 8,815 8,348 5.6
Financial services - Sainsbury’s Bank 163 133 22.6
Total continuing sales (inc VAT) 8,978 8,481 59
Sales (ex VAT)
Retailing - Supermarkets and Convenience 8,164 7,764 5.2
Financial services - Sainsbury's Bank 163 133 22.6
Total continuing sales (ex VAT) 8,327 7,897 5.4
Underlying operating profit
Retailing - Supermarkets and Convenience 168 148 13.5
Financial services - Sainsbury's Bank (5) 8 (162.5)
Total continuing underiying operating profit 163 156 4.5
Finance charges (pre financing fair value movements) (45) 39) (15.4)
Underlying profit before tax 118 "7 09
Business Review and Transformation operating costs (14) (47) 96.6
(Loss)/profit on sale of assets (7) 8 (187.5)
Financing fair value movements (10) - n/a
Profit/(loss) before tax 87 (292) 129.8
Income tax (expense)/credit (34) 66 (151.5)
Profit/(loss) from continuing operations after tax 53 (226) 123.5

Retailing - Supermarkets and Convenience

Sales (including VAT) increased by 5.6 per cent to £8,815 million (2004: £8,348 million) reflecting a
significant contribution from like-for-like growth, petrol and new space. Easter adjusted like-for-like
sales performance excluding petrol was up 2.1 per cent for the half year and including petrol was up 3.1
per cent for the half year.

There was 1.4 per cent price deflation in grocery, driven by investment in the customer offer, although
strong inflation in petrol prices has resulted in total price inflation of 0.5 per cent for the half year.

Underlying retailing operating profit improved by 13.5 per cent to £168 million (2004 restated: £148
million) reflecting the higher sales volume and a 0.1 percentage point improvement in operating
margin (VAT inclusive) to 1.9 per cent for the half year (2004 restated: 1.8 per cent).

Cost efficiencies, particularly in stock loss and central costs, helped offset the impact of investment in
gross margin and in store labour costs as investment in the customer offer in price, quality and
service continued. In common with other UK retailers, the business is sensitive to the rising external
cost pressures on business rates and oil-related costs.
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Financial services - Sainsbury's Bank

The financial services underlying operating loss of £(5) million (2004 restated: profit of £8 million)
was below plan, although customer accounts grew by 16 per cent and there has been growth in assets
and income in the half year. The level of provisioning for bad and doubtful debts has increased and
relates to the business undertaken in previous years and to weaker levels of consumer confidence and
the challenging market conditions.

The prior year comparative has been restated to reflect a reclassification of interest expense from
operating profit into interest payable to ensure it is consistent with the current year treatment. The
impact of this reclassification is to increase the 2004/05 first half underlying operating profit by £2
million to £8 million and the 2004/05 full year underlying operating profit by £4 million to £17 million,
both with compensating adjustments within finance charges.

Finance charges (pre financing fair value movements)

Finance charges of £45 million was an increase on the previous year (2004 restated: £39 million).
This reflected a higher average net debt position for the first half of this year, given that the prior year
benefited for part of the period from disposal proceeds from the disposal of Shaw's on 30 April 2004,
before a significant proportion of the proceeds were returned to shareholders on 19 July 2004.
Finance charges benefit from improved net returns on pension scheme assets and liabilities of £12
million (2004 restated: £6 million) due to accounting for pensions under I1AS 19. In addition,
capitalised interest reduced the finance charges by £2 million (2004: £3 million).

Business Review and Transformation costs

Costs of £14 million were charged for the half year in continuing operations (2004 restated: £417
million, of which £395 million related to Business Review and £22 million related to Business
Transformation costs). It is estimated that a total of £50 million of Business Review costs will be
incurred in the financial year ending 25 March 2006 (‘full year"), in line with previous guidance. The
impact on cash flow of Business Review and Transformation costs in the half was a £39 million
outflow. The full year cash outflow is expected to be around £80 million.

IT migration costs

On 27 October 2005, it was announced that the IT services currently provided by Accenture will be
migrated back to Sainsbury’s together with a number of Accenture employees. All termination and/or
transition costs will be treated as an exceptional item in the full year. No provision for exceptional costs
has been made at the half year and all the costs of migration will be recognised in the second half. These
costs will be in addition to the Business Review and Transformation costs already described above. It
is expected that as a result of future cost savings, the exit costs will pay back within two years.

Profit/(ioss) on sale of assets

Surplus properties were sold in the year generating total cash proceeds of £121 million (2004: £88
million) and an overall loss on sale of £(7) million (2004: £8 million profit). Cash proceeds are forecast
to be in the region of £150 million for the full year.

Financing fair value movements

The Group does not use derivatives for speculative purposes, however certain swaps, while providing
effective economic hedges, do not qualify for hedge accounting under IAS 39 and changes in the fair
value of non-qualifying derivative instruments are recognised in the income statement. These are
non-cash movements and are inherently volatile and therefore excluded from the definition of
underlying profit. The fair value movement for the first half was a negative impact of £(10) million, of
which £(6) million relates to the Bank. The Group took the option under IFRS 1 (First-time adoption) to
defer the implementation of IAS 32 and IAS 39 to the current year and so there is no impact to the
prior year amounts.
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Finerncial Review continued

Taxation

The income tax expense was £34 million (2004 restated: credit of £(66) million). The underlying rate
was 35.5 per cent (2004 restated: 36.0 per cent) and the effective rate was 39.5 per cent (2004
restated: (22.3) per cent tax credit). The underlying rate exceeded the nominal rate of UK corporation
tax principally due to the lack of effective tax relief on depreciation of UK retail properties. The tax
credit last year arose from the effect of the exceptional costs, which were predominantly tax deductions.

Earnings per share and dividends

Underlying basic earnings per share from continuing operations increased from 3.9 pence to

4.8 pence, reflecting the improved underlying profit after tax attributable to equity holders after
adjusting for the minority interests at Sainsbury's Bank and the impact of the share consolidation
during 2004/05 financial year. Basic earnings per share from continuing operations increased to
3.5 pence (2004 restated: (18.7) pence loss) as last year was impacted by the costs associated with
the Business Review.

An interim dividend of 2.15 pence per share is propased (2004 restated: 2.15 pence) and will be
paid on 6 January 2006 to shareholders on the Register of Members at the close of business on
25 November 2005.

Capital expenditure

Capital expenditure reduced in the half year to £216 million (2004: £553 million which included the
acquisition of stores from Morrisons). This included £63 million on new stores (2004: £50 million
excluding the acquisition of stores from Morrisons) and £103 million (2004: £94 million) on
extensions and refurbishments. Ten new stores were opened in the first half, including Willesden
Green supermarket and nine convenience stores, five being from the acquisition of SL Shaw Ltd,

a neighbourhood convenience store operation in the South East of England. The supermarket estate
benefited from three extensions and six refurbishments in the first half, with around a further 30
refurbishments and five extensions planned for the second half. In addition, over 100 convenience
stores will be refurbished in the full year, of which 49 were completed in the half year.

In August we agreed to acquire a further nine Safeway branded stores from Morrisons which are
currently being refurbished to reopen in time for Christmas trading. Capital expenditure is forecast
to be in the region of £550 million for the full year.
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Cash flow

The net debt increased by £49 million from £1,441 million at the 2004/05 year end to £1,420 million,
However this includes a £61 million adjustment relating to 1AS 32 and IAS 39 in the first half. The
Group took the option under IFRS 1 (First-time adoption) to defer the implementation of IAS 32 and
IAS 39 to the full year and so there is no impact to the prior year comparatives.

On a UK Generally Accepted Accounting Practice ("UK GAAP") basis, excluding the impact of IFRS in
both the half year and prior full year, net debt would have decreased by £12 million from an opening

position of £1,388 million to £1,376 million.

Restated Restated

8 October 9 October 26 March
£m 2005 2004 2005
Underlying IFRS Group net debt (1,429) (1,735) (1,441)
IAS 32 and |AS 39 adjustments to net debt (61) - -
IFRS Group net debt (1,490) (1,735) (1,441)
IFRS adjustments:
Finance leases 53 53 53
IAS 32 and IAS 39 adjustments to net debt 61 - -
UK GAAP Group net debt (1,376) (1,682) (1,388)
Of which:
Net debt (excluding Sainsbury's Bank) (1,581) (1,813} (1,526)
Sainsbury's Bank a1 78 85
Closing net debt at the end of the period (1,4920) (1,735) (1,441)

Balance sheet

Shareholders funds decreased by £(112) million in the half year to £3,915 million, primarily due to the
introduction of 1AS 32 and 1AS 39, and net debt increased by £49 million, increasing gearing to 39 per

cent (2004: restated 37 per cent).

Restated Restated
Summary balance sheet 8 October 9 October 26 March
£m 2005 2004 2005
Non-current assets (excluding derivative financial instruments) 8,839 8,946 8,799
inventories 551 553 559
Trade and other receivables 1,582 1,503 1,625
Cash and non-current asset investments 780 523 706
Debt (2,270) (2,258) (2147)
Net debt (1,490) (1,735) (1,441
Other creditors and provisions (5,487) (5,192) (5,430)
Net assets 3,995 4,075 412
Equity shareholders’ funds 3,915 3992 4,027
Minority interests 80 83 85
Capital employed 3,995 4,075 412
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Finencial Review continued

Sainsbury’s Bank - Balance sheet presentation

Consistent with the Annual Report and Financial Statements 2005, the assets, liabilities and cash of
Sainsbury's Bank are presented within the Group's asset, liability and cash classifications. However, a
separate note details the assets and liabilities that relate to Sainsbury’s Bank. Prior year figures have
been restated on a comparable basis. This has had the effect of reducing Group net debt by £78
million at October 2004.

Contingent liabilities

As noted in the Annual Report and Financial Statements 2005, HM Revenue and Customs have
challenged the way that Sainsbury’s Supermarkets accounts for VAT on Nectar rewards redeemed in
stores by customers. Professional advice has been taken which indicates current treatment is correct.
The possible total liability at the half year is £25 million (2004/05 full year: £22 million) and was not
provided for in the half year as it is considered unlikely to arise.

Pensions
An actuarial valuation of the UK defined benefit pension schemes as at 29 March 2003 indicated a
deficit of £161 million. The next actuarial review is due in March 2006.

Under IAS 19 the difference between the fair value of the plan assets and the present value of the
defined benefit obligation is recognised on the balance sheet. The profit and loss charge is split
between the operating service charge and the financing charge/credit. Actuarial gains and losses are
recognised through the statement of recognised income and expense.

Restated Restated

8 October 9 October 26 March

£m 2005 2004 2005
Fair value of plan assets 3,266 2,807 2,976
Discounted value of scheme obligations (3,848) (3,410) (3,503)
Retirement benefit obligation (582) (603) (527)
Deferred taxation 174 181 158
Net deficit (408) (422) (369)

At 8 October 2005, the deficit (after deferred tax) is £408 million (March 2005: £369 million). Strong
returns on stock market assets in the first half have been offset by a softening of bond yields which
has had the effect of increasing the discounted value of pensions obligations by more than the
increase in asset values.
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Impact of International Financial Reporting Standards

To aid understanding of the effect of the changes arising from the adoption of IFRS and to aid
comparability with the Group’s historic performance, the tables below show reconciliations of profit,
net assets and net debt under IFRS to how they would have been presented under UK GAAP.

Reconciliation of profit
28 weeks to 28 weeks to
8 October 9 October

£m 2005 2004
IFRS
Underlying profit before tax from continuing operations’ 118 17
Leases and lease incentives 4 3
Pensions 12) (5)
Share-based payments 12 5
Impairment? (©)) )]
JAS 32 and IAS 39 1 .
2 2
UK GAAP
Underlying profit before tax from continuing operations® 120 1o
IFRS
Profit for the financial period (after discontinued operations) 53 148
Leases and lease incentives . 3 3
Pensions @ 3
Sale of Shaw's* - (16)
Goodwill amortisation write-back® 3) 4]
Share-based payments 10 4
Impairment? (2) 9
IAS 32 and IAS 39° 8 -
7 (122)
UK GAAP
Profit for the financial period 60 26

1 Profit before tax from continuing operations before gain or loss on the sale of properties and businesses, impairment of
goodwill, financing fair value movements and items that are material and infrequent in nature, such as costs arising from the
closure, relocation or re-structuring of a significant operation.

Relates to the write-back of capital additions and depreciation on impaired stores.

Before exceptional items, amortisation of goodwill and gain or loss on the sale of properties and businesses.

Sale of US supermarkets business “Shaw's".

Write-back of amortisation of the Group's goodwill on its acquired subsidiaries (Bells, Jacksons, Beaumont's and SL Shaw Ltd).
Includes tax relief on fair value movements.

[o )N 6, I N V% Y ¥
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Finencial Review continued

Reconciliation of net assets

8 October 9 QOctober
£m 2005 2004
IFRS
Total net assets 3,995 4,075
Leases and lease incentives 33 28
Pensions 408 422
Other employee benefits 5 5
Reversal of dividend accrual (37 (36)
Impairment’ 33 36
Deferred tax on revaluation reserve? 7 7
Goodwill amortisation write-back 7) M
Deferred tax on share-based payments 3 4)]
IAS 32 and IAS 39° 47 -
486 460
UK GAAP
Total net assets 4,481 4,535

1 Relates to the write-back of capital additions and depreciation on impaired stores.
2 Deferred tax adjustments are included within the respective adjustments where applicable.
3 Includes tax relief on fair value movements.

Net debt

None of the adjustments arising from the adoption of IFRS relate to cash flows and therefore there is
no impact on reported cash flows. However, net debt is increased by £114 million at 8 October 2005
(£53 miltion at 9 October 2004) due to the inclusion of the finance lease obligation, the outstanding B
shares and fair value adjustments.
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Consolidated Income Statement (unaudited)

28 weeks to 28 weeks to 52 weeks to
8 October S October 26 March
2005 2004' 2005?
Note £m £m £m
Continuing operations
Revenue 4 8,327 7897 15,202
Cost of sales (1,747) (7,752) (14,544)
Gross profit 580 145 658
Administrative expenses (431) (406) (830)
Other (expense)/income (7 8 21
Operating profit/(loss) 4 142 (253) Qasn
Finance income 6 15 36 44
Finance costs 6 (70) (75) (132)
Share of post-tax profit from joint ventures - - 1
Profit/(loss) before taxation 87 (292) (238)
Analysed as:
Underlying profit before tax from continuing operations® 118 " 238
Business Review and Transformation operating costs s (14) 417) (497)
(Loss)/profit on sale of properties (7 8 21
Financing fair value movements 6 (10) - -
87 (292) (238) |
Income tax (expense)/credit 7 (34) 66 51
Profit/(loss) from continuing operations 53 (226) (187)
Discontinued operations
Profit attributable to discontinued operations - 374 375
Profit for the financial period 53 148 188
Attributable to:
Equity holders of the parent 58 146 184
Minority interests (5) 2 4
53 148 188
Earnings/(losses) per share 9 pence pence pence
Basic 35 19 41
Diluted 3.4 19 4.0
From continuing operations:
Basic 35 (18.7) (17.4)
Diluted 34 (18.7) (17.3)

1 Revenue and cost of sales for the 28 weeks to 9 October 2004 have been restated to reduce both amounts by £82 million in
order to correct a misclassification in the prior period published results. In addition, £2 million of interest incurred by
Sainsbury’s Bank during the period has been reclassified from cost of sales to finance income/costs, in order to be consistent
with the treatment in the current period. Neither of these adjustments Impact underlying or statutory profit before tax.

2 £4 million of interest incurred by Sainsbury's Bank for the 52 weeks to 26 March 2005 has been reclassified from cost of sales
to finance income/costs, in order to be consistent with the treatment in the current period. This adjustment does not impact
underlying or statutory profit before tax.

3 Profit before tax from continuing operations before gain or loss on the sale of properties and businesses, impairment of
goodwill, financing fair value movements and items that are material and infrequent in nature, such as costs arising from
the closure, refocation or re-structuring of a significant operation.
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Consolicdated Statement of Recognised Incormne and
Expense (unaudited)

28 weeks to 28 weeks to 52 weeks to
8 October 9 October 26 March
2005 2004 2005
Note £m £m £m
Currency translation differences
on foreign operations - 1 3
Actuarial (losses)/gains on defined
benefit pension schemes (67) 57 128
Cash flow hedges
- effective portion of changes in fair value 1 - -
Tax on items recognised directly in equity 7 20 a7 (38)
Net (loss)/income recognised directly in equity (46) 41 87
Adoption of IAS 32 and 1AS 39 (24) - -
Profit for the financial period 53 148 188
Total recognised income and expense
for the financial period a7 189 275
Attributable to:
Equity holders of the parent (12) 187 27
Minority interests (5) 2 4
(7 189 275
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Consolidated Balance Sheet (unaudited)

8 October 9 October 26 March

2005 2004 2005
Note £m £m £m
Non-current assets
Property, plant and equipment 6,978 7,251 7,076
Intangible assets 196 200 203
Loans to Sainsbury’s Bank customers 1,471 1295 1,342
Derivative financial instruments 159 - -
Deferred income tax asset 1 174 181 158
Other investments 20 19 20
8,998 8,946 8799
Current assets
inventories 551 553 559
Trade and other receivables 310 293 319
Loans to Sainsbury's Bank customers and other banks 1,191 119 1,216
Held-to-maturity investments 78 - -
Derivative financial instruments 3 - -
Investment securities - 91 90
Cash and cash equivalents 619 523 706
2,752 2,579 2,890
Non-current assets held for resale 10 43 60 a7
2,795 2,639 2977
Total assets 1,793 11,585 1776
Current liabilities
Trade and other payables (1,966) (2,010) (2,099)
Amounts due to Sainsbury’s Bank customers and other banks (2,299) (2,318) (2,464)
Short term borrowings (263) (399} (354)
Derivative financial instruments (38) - -
Taxes payable (106) a5 (55)
(4,672) (4,682) (4,972)
Net current liabilities (1,877) (2,043) (1995)
Non-current fiabilities
Long term borrowings (2,190) (1,832) (1,783)
Loan from minority shareholder (45) 27) 36)
Derivative financial instruments (7 - -
Deferred income tax liability (152) (209) (159)
Retirement benefit obligations 1 (582) (603) (527)
Provisions and other liabilities (150) (157) 87
(3,126) (2,828) (2,692)
Net assets 3,995 4,075 412
Equity
Called up share capital 487 640 620
Share premium account 763 757 761
Capital redemption reserve 665 527 547
Other reserves 41 41 87
Retained earnings 1,959 2,027 2,012
Equity shareholders’ funds 16 3,915 3992 4,027
Minority interests 80 83 85
Total equity 3,995 4,075 4,12

1 Restated for the change in ¢lassification of Sainsbury’'s Bank's assets, liahilities and cash (see note 1),
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Consolidated Cash Fiow Statement (Unaudited)

28 weeks to 28 weeks to 52 weeks to
8 October 9 October 26 March
2005 2004' 2005
Note £m £m £m
Net cash from operating activities 8 302 372 768
Cash fiows from investing activities
Purchase of property, plant and equipment (292) (508) (710)
Purchase of intangible assets (3) (7 (14)
Proceeds from disposal of property, plant and equipment 121 88 266
Acquisition of subsidiaries, net of cash acquired (6) (92) 99)
(Costs)/proceeds from disposal of operations,
net of cash disposed (9) 1,137 7
Interest received 2 16 32
Net cash from investing activities (187) 634 592
Cash flows from financing activities
Proceeds from issuance of ordinary shares 1 - 5
Capital redemption (6) (527) (547)
Capitaf redemption expenses - (2) )
Repayment of short term borrowings (223) 3) (14)
Repayment of long term borrowings - (150) (185)
Repayment of capital element of obligations
under finance lease borrowings - (32) (116)
Interest elements of obligations under finance lease payments (2) 4) (8)
Equity dividends paid (95) (218) (254)
Non-equity dividends paid - M2) M3)
issue of loan from Sainsbury’s Bank minority shareholder 9 - 9
Net cash from financing activities (316) (1,048) (1,225)
Net (decreasel/increase in cash and cash equivaltents (201) (42) 135
Opening cash and cash equivalents 700 564 564
Effects of foreign exchange rates - 1 1
Closing cash and cash equivalents 499 523 700
Cash and cash equivalents consist of:
Cash and cash equivalents 619 523 706
Bank overdrafts (120) - (6)
499 523 700
Reconcifiation of net cash flow to movement in net debt
(Decrease)/increase in cash and cash equivalents (201 42) 135
Decrease in debt 302 153 190
Loans and finance leases disposed of with subsidiaries - 230 230
Movement in finance leases - 32 6
Foreign exchange adjustments and other non-cash movements 53 20} (24)
Decrease in net debt before the impact
of IAS 32 and 1AS 39 154 353 647
1AS 32 and 1AS 39 adjustments to net debt 15 (203) - -
(Increase)/decrease in net debt in the period (49) 353 647
Opening net debt at the beginning of the period (1,441) (2,088) (2,088)
Closing net debt at the end of the period {1,490) (1,735) (1,441

t Restated for the change in ciassification of Sainsbury’s Bank’s assets, liabilities and cash (see note 1).
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Notes to the Interim Results (unaudited)

1. General information

The Interim Results are unaudited but have been
reviewed by the auditors whose report is set out
on page 43. The financial information presented
herein does not amount to full statutory
accounts within the meaning of Section 240 of
the Companies Act 1985 (as amended). The
Annual Report and Financial Statements 2005
have been filed with the Registrar of Companies.
The audit report on the Annual Report and
Financial Statements 2005 was unqualified and
did not contain a statement under Section 237(2)
of the Companies Act 1985.

The presentation of the Group’s comparative

9 October 2004 balance sheet and cash flow
statement has been revised to reflect the
inclusion of the assets, liabilities and cash of
Sainsbury’'s Bank within the appropriate
classifications in the Group's balance sheet,
consistent with the treatment adopted at

26 March 2005. This is a change in presentation
only. tn the 9 October 2004 Interim Results, the
assets, liabilities and cash of Sainsbury's Bank
were reported separately to the assets and
liabilities of the rest of the Group, both on the
face of the balance sheet and within the notes
ta the financial statements.

2. Accounting policies
Basis of the preparation of the financial
statements

Prior to 27 March 2005, the Group prepared its
audited annual financial statements and
unaudited interim results under UK Generally
Accepted Accounting Practice ("UK GAAP™).
From 27 March 2005, the Group is required to
prepare its annual financial statements in

accordance with international Financial Reporting

Standards (“IFRS") as adopted by the European
Union ("EU") and implemented in the UK. As the
2006 annual financial statements will include
comparatives for 2005, the Group’s date of

transition to IFRS is 28 March 2004 and the 2005

comparatives have been restated under IFRS.

The financial information contained in the Interim
Results has been prepared on the basis of the
Group's IFRS accounting policies as set out in
nate 21. As required by the Listing Rules, these
are the policies expected to be applied in the
Group's 2006 annual financial statements. As
permitted, the Group has not applied |AS 34
‘Interim Reporting’ in preparing the Interim Results.

In preparing this financial information,
management has used its best knowledge of
the expected standards and interpretations
that will be applied in the Group's 2006 annual
financial statements. In particular, the directors
have assumed that the European Commission
("EC") will endorse the Amendment fo 1AS 19
‘Employee Benefits - Actuarial Gains and Losses,
Group Plans and Disclosures’ issued by the
International Accounting Standards Board
(“1ASB") on 16 December 2004,

IFRS and International Financial Reporting
Interpretations Committee (“IFRIC")
interpretations are subject to ongoing review
and possible amendment or interpretative
guidance and therefore are still subject to change.
Thus, it is possible that the information presented
here may be subject to change before its inclusion
in the 2006 annual financial statements, which
will be the Group's first set of financial statements
prepared in accordance with IFRS.

3. Seasonality

The business of the Group is not subject to
highly seasonal fluctuations although there is
an increase in trading at Christmas.
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Notes to the Interim Results (unaudited) continued

4. Segmentai information

The Group's primary reporting format is business segments, with each segment representing a business
unit that offers different products and serves different markets. The businesses are organised into
two operating divisions: retailing (Supermarkets and Convenience) and financial services (Sainsbury's
Bank). All material continuing operations are carried out in the UK. Discontinued operations relate to
the US supermarkets business, Shaw's supermarkets, which was sold in the last financial year.

Financial
Retailing services Total
£m £m £m
28 weeks to 8 October 2005
Segment revenue 8,164 163 8,327
Underlying operating profit/(loss) from continuing operations' 168 (5) 163 |
Business Review and Transformation operating costs (14) - (14}
Loss on sale of properties (7) - !
Segment result 147 {5) 142
Finance income 15
Finance costs (70)
Income tax expense (34)
Profit for the financial period 53
28 weeks to 9 October 2004°
Segment revenue 7,764 133 7,897
fUnderlying operating profit from continuing operations’ 148 8 156!
Business Review and Transformation operating costs 417 - (417} {
Profit on sale of properties 8 - 8
Segment result (261) 8 (253)
Finance income 36
Finance costs (75)
Income tax credit 66
Profit attributable to discontinued operations 374 - 374
Profit for the financial period 148
52 weeks to 26 March 20053
Segment revenue 14,914 288 15,202
Underlying operating profit from continuing operations’ 308 17 325
Business Review and Transformation operating costs (497) - (497) l
Profit on sale of properties 21 - 21
Segment resuit (168) 7 st
Finance income 44
Finance costs (132)
income tax credit 51
Share of post-tax profit from joint ventures 1 - 1
Profit attributable to discontinued operations 375 - 375
Profit for the financial period 188

1 Profit before tax from continuing operations before finance income, finance costs, gain or loss on the safe of properties and
businesses, impairment of goodwill and items that are material and infrequent in nature, such as costs arising from the
closure, relocation or re-structuring of a significant operation.

2 Revenue and cost of sales for the 28 weeks to 9 October 2004 have been restated to reduce both amounts by £82 million in
order to correct a misclassification in the prior period published results. In addition, £2 million of interest incurred by
Sainsbury’s Bank during the period has been reclassified from cost of sales to finance income/costs, in order to be consistent
with the treatment in the current period. Neither of these adjustments impact underlying or statutory profit before tax.

3 £4 million of interest incurred by Sainsbury’s Bank for the 52 weeks to 26 March 2005 has been reclassified from cost of sales
to finance income/costs, in order to be consistent with the treatment in the current period. This adjustment does not impact
underlying or statutory profit before tax.
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5. Business Review and Transformation operating costs

28 weeks to 28 weeks to 52 weeks to

8 October 9 October 26 March

2005 2004 2005

£m £m £m

Business Transformation Programme - 17 17

Business Review 10 389 44

Total included in cost of sales 10 406 431

Business Transformation Programme - 5 5

Business Review 4 6! 61

Total included in administrative expenses a n 66
Total Business Review and

Transformation operating costs 14 417 497

1 Restated for a reallocation of employee-related costs of £4 million from Business Transformation Programme to Business
Review administrative expenses. The restatement is a disclosure only, there is no impact on total Busingss Review and

Transformation operating costs.

The Business Transformation Programme concluded in the year ended 26 March 2005, with no
further costs recognised in the current financial period. Business Review costs in the 28 weeks to
8 October 2005 are primarily employee-related costs associated with the reorganisation of the

depot network, as set out below:

28 weeks to 28 weeks to 52 weeks to

8 October 9 October 26 March

2005 2004 2005

£m £m £m

IT systems - 145 145
Employee-related 13 4 41
Inventories - 77 20
Supply chain - 19 19
Property - 29 65
Other 1 21 15
Operating Business Review costs 14 395 475
Property write-downs - 25 25
Totai Business Review items 14 420 500

Property write-downs of £nil (October 2004: £25 million; March 2005: £25 million) are included within
the (loss)/profit on sale of properties of £(7) million (October 2004: £8 million; March 2005: £21 million).
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Netes ¢o the Interim Results (unaudited) continued

8. Finance éncnm_e and Finance costs

28 weeks to 28 weeks to 52 weeks to
8 October 9 October 26 March
2005 2004 2005
£m £m £mM
Investment income
Iinterest on bank deposits 3 30 33
Other income
Net return on pension scheme assets/liabilities 12 6 1
Finance income 15 36 44
Financing fair value movements
Fair value losses on derivatives - Bank (6) - -
- Retail (4) - -
(10) - -
Borrowing costs
Bank loans and overdrafts - o) (3)
Other loans (60)? (7 (126)
Obligations under finance leases (2) 6 (8)
(62) (78) (137)
Amounts included in the cost of qualifying assets
Interest capitalised - tangible fixed assets 2 3 5
Finance costs (70) (75) (132)

1 Interest of £2 miltion (for the 28 weeks to 9 October 2004) and £4 million (for the 52 weeks to 26 March 2005) incurred by
Sainsbury's Bank have been reclassified from cost of sales to finance income/costs in order to be consistent with the
treatment in the current period. This adjustment does not impact undertying or statutory profit before tax.

2 Included within borrowing costs for other loans is £0.4 million of preference dividends paid in respect of outstanding B shares

(see note 12b).
7. Income tax expense

28 weeks to 28 weeks to 52 weeks to
8 October 9 October 26 March
2005 2004 2005
£m £m £m
Income statement expense/(credit)
Current tax 42 44 66
Deferred tax (4) - 23
Current tax on Business Review and Transformation operating costs (6) (33) (64)
Deferred tax on Business Review and Transformation operating costs 2 an (76)
34 (66) (51)
Tax on underlying profit from continuing operations' 41 44 89
Tax on financing fair value movements 3) - -
Tax on Business Review and Transformation operating costs (4) mo) (140)
34 (66) (5H
Tax on items charged to equity
Deferred tax on actuarial gains/iosses on defined
benefit pension schemes (20) 17 38

Current tax exceeds the charge based on the statutory rate of UK corporation tax principally due
to the lack of effective tax relief on depreciation of UK retail properties. It is not expected that the

average effective tax rate will be materially different over the remaining financial period.

1 Tax charge attributable to profit from continuing operations before gain or loss on the sale of properties and businesses,
impairment of goodwill, financing fair value movements and items that are material and infrequent in nature, such as costs

arising from the closure, relocation or re-structuring of a significant operation.
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8. Reconciliation of operating profit/(loss) to net cash from operating activities

28 weeks to 28 weeks to 52 weeks to
8 October 9 October 26 March
2005 2004 2005
£Em £m £m
Operating profit/(loss) 142 (253) (151)
Adjustments for:
- Depreciation 238 234 439
- Write off of fixed assets - 282 293
- Amortisation of intangible assets 13 16 26
- Loss/(profit) on sale of property, plant and equipment 7 (8) 21)
- Reversal of impairment losses - (10) (10)
- Share-based payments 12 5 8
Operating cash flows before changes in working capital 412 266 584
Changes in working capital
- Decrease in inventories 8 53 38
- Decrease in investment assets 12 118 19
- (Increase)/decrease in trade and other receivables (28) 25 17
- Increase in foans to Sainsbury's Bank customers and other banks  (106) (279) (423)
- increase in trade and other payables 20 188 275
- Increase in amounts due to Sainsbury’s Bank customers 79 18 286
- (Decrease)/increase in provisions and other liabilities (28} 21 50
Cash generated from operations 369 510 946
Interest paid (85) (67) (107
Corporation tax received/(paid) 18 70 7
Net cash from operating activities 302 372 768

1 Restated for the change in classification of Sainsbury’s Bank's assets, liabilities and cash (see note 1).

9. Earnings per share

Basic earnings per share is calculated by dividing the earnings attributable to ordinary shareholders by
the weighted average number of ordinary shares in issue during the period, excluding those held by
the Employee Share Ownership Plan Trusts, which are treated as cancelled.

For diluted earnings per share, the weighted average number of ordinary shares in issue is adjusted to
assume conversion of all potential dilutive ordinary shares. These represent share options granted to
employees where the exercise price is less than the average market price of the Company's ordinary
shares during the period.

Underlying earnings per share is provided by exctuding the effect of gain or loss on sale of properties
and businesses, impairment of goodwill, financing fair value movements and items that are material
and infrequent in nature, such as costs arising from the closure, rejocation or re-structuring of a
significant operation.
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Notes to the Interim Results (Uunaudited) continued

9. Earnings per share continued

28 weeks to 28 weeks to 52 weeks to
8 October 9 October 26 March
2005 2004 2005
millien million million
Weighted average number of shares in issue 1,677.3 1,814.3 17499
Weighted average number of dilutive share options 5.5 3.0 6.7
Total number of shares for calculating
diluted earnings per share 1,682.8 1,817.3 1756.6
£m £m £m
Profit for the financial period
attributable to equity holders of the parent 58 146 184
Less: non-equity dividends - M2) m3)
Profit for the financial period after non-equity dividends 58 34 7
Less: profit from discontinued operations - (374) (375)
Profit/(loss) from continuing operations
after non-equity dividends 58 (340) (304)
Add: non-equity dividends - 12 13

Business Review and Transformation

operating costs, net of tax 10 307 357
loss/(profit) on sale of properties 7 (8) 2%
financing fair value movements, net of tax 5 - -

Underiying profit after tax from continuing operations 80 71 145
Amount Amount Amount

per share per share per share

pence pence pence

All operations

Basic earnings 3.5 19 4.
Diluted earnings 34 19 4.0
Basic earnings before non-equity dividends 3.5 8.0 10.5
Diluted earnings before non-equity dividends 34 8.0 10.5
Continuing operations

Basic earnings 3.5 8.7 (17.4)
Diluted earnings 3.4 (18.7) (17.3)
Underlying basic earnings 4.8 39 8.3
Underlying diluted earnings 4.8 39 8.3
Discontinued operations

Basic earnings - 20.6 21.4
Diluted earnings - 20.6 213

Prior period earnings per share has not been restated for the capital return and share consolidation
as the overall commercial effect is that of a share repurchase at fair value.

24 J Sainsbury plc Interim Results 2005




10. Non-current assets held for resale

Assets held for sale of £43 million consist of properties held in the retail operations division. Sale of
these assets is expected to occur during the second half of the 2006 financial year.

11. Retirement benefit obligations

Retirement benefit obligations relate to two funded defined benefit schemes, the J Sainsbury Pension
and Death Benefit Scheme and the J Sainsbury Executive Pension Scheme. These schemes were
closed to new employees on 31 January 2002. The assets of these schemes are held separately from
the Group's assets. The Group Personal Pension Plan was closed on 31 January 2002. Two stakeholder
pension schemes were launched in April 2002.

The defined benefit schemes were subject to a triennial valuation carried out by Watson Wyatt, the
schemes'’ independent actuaries, as at March 2003, on the projected unit basis. As at 29 March 2003,
the market value of the assets in the schemes was £2,258 million (2001: £2,687 million). The market
value was sufficient to cover 93 per cent (2001: 106 per cent) of the total liabilities of the schemes,
leaving a deficit of £161 million (2001: surplus £145 mitlion). The results of this valuation have been
used to determine the current employer and employee contribution rates respectively. The next
actuarial valuation is due as at March 2006, and the results are expected to be available during the
calendar year 2006.

As described in the accounting policies, under IFRS the fiability recognised on the balance sheet
represents the difference between the fair value of the plan assets and the present value of the
defined benefit obligations, using the projected unit credit method, as at the balance sheet date.

28 weeks to 28 weeks to 52 weeks to
8 October 9 October 26 March
2005 2004 2005
£m £m £m
Fair vatue of plan assets 3,266 2,807 2976
Present value of obligations (3,848) (3,410) (3,503)
Retirement benefit obligations (582) (603) (527)
Deferred taxation 174 181 158
Net pension scheme liabilities (408) (422) (369)

The retirement benefit obligations and the associated deferred tax asset are shown within different
line items on the face of the balance sheet.

12. Dividends
(a) Equity dividends

28 weeks to 28 weeks to 52 weeks to
8 October 9 October 26 March
2005 2004 2005
Amounts recognised as distributions
to equity holders in the period:
Dividend per share (pence) 5.65 1.36 13.51
Total dividend (£m) 95 218 254

An interim dividend was proposed in the period for the year ended 25 March 2006 of 2.15p (Octaber
2004: 2.15p; March 2005: 5.65p) resulting in a total proposed interim dividend of £37 million (October
2004: £36 million; March 2005: £95 million). The interim dividend was declared by the Board on

10 November 2005 and as such has not been included as a liability as at 8 October 2005.
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Nofes to the Interirn Resuits (unaudited) continued

12. Dividends continued
(b) Preference dividends for B shares

28 weels to 28 weeks to 52 weeks to

8 October 9 October 26 March

2005 2004 2005

£m £m £m

Preference dividend - 12 n3

In the current financia! period, the B shares have been classified as short term borrowings, in
accordance with 1AS 32 'Financial Instruments: Disclosure and Presentation’, as detailed in note 20.
Accordingly, preference dividends paid in respect of B shares are shown as finance costs in the
income statement (see note 6) and as part of operating activities in the cash flow statement for
the current financial period.

On 13 May 2005, the B shares which were converted to deferred shares in the year ended 26 March
2005, were redeemed for a total consideration of one pence and were cancelled.

0On 18 July 2005, 18 million B shares valued at £6 million were redeemed and a preference dividend
of £0.4 million was paid in respect of outstanding B shares.

As at 8 October 2005, there are 44 million B shares valued at £15 million that have not yet been redeemed.
13. Acquisition of subsidiary

On 28 April 2005, the Group acquired 100 per cent of shares in SL Shaw Ltd supermarkets for a total
consideration of £6 million. The acquisition had the foifowing effect on the Group's assets and tiabilities:

Acquiree’s net assets at acquisition date:

Recognised Fair value Carrying

values adjustments amounts

£m £m £m

Property, plant and equipment 4 3 1

Trade payables (1)) - (¢)]

Net identifiable assets and liabilities 3 3

Goodwill on acquisition 3
Consideration paid, in cash )

If the acquisition had occurred at the beginning of the financial pericd, the estimated consolidated
Group revenue and consolidated Group profit would have been £8,328 million and £53 million
respectively, for the 28 weeks ended 8 October 2005.
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14. Assets and liabilities of Sainsbury’s Bank

28 weeks to 28 weeks to 52 weeks to
8 October 9 October 26 March
2005 2004 2005
£m £m £m
Non-current assets
Property, plant and equipment and intangible assets 34 29 36
Loans and advances to customers due after more than one year 1,471 1,295 1,342
Derivative financial instruments 1 - -
Deferred income tax asset 1 1 1
1,507 1,325 1,379
Current assets
Cash and cash equivalents 136 105 121
Treasury bills and other eligible bills 73 66 75
Debt securities 5 25 15
Loans and advances to banks 146 78 -
Loans and advances to customers 1,045 1,041 1216
Prepayments and accrued income 86 37 48
1,491 1,352 1,475
Total assets 2,998 2,677 2,854
Current liabilities
Deposits by banks - (32)
Customer accounts (2,299) (2,318) (2,432)
Accruals and deferred income (140) (105) on
Intercompany liabilities (5) (6) (5)
(2,444) (2,429) (2,560)
Non-current liabilities
Deposits by banks due after more than one year (266) - (22)
Other liabilities - )] m
Intercompany liabilities (55) 33) (44)
Derivative financial instruments (7 - -
Loan from minority shareholder (45) (27) (36)
(373) (61) (103)
Total liabilities (2,817) (2,490) (2,663)
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Notes te the Interim Results (Lnaudited) cortinued

15. Analysis of net debt

Restated Other
26 March 1AS$32&1AS39 27 March Cash non-cash 8 Qctober
2005 adjustments 2005 flow movements 2005
£m £m £m £m £m £m
Current assets
Cash and cash equivalents 585 103 688 (205) - 483
Sainsbury's Bank cash 121 - 121 15 - 136
Derivative financial instruments - 7 7 4) - 3
706 1o 816 (194) - 622
Non-~current assets
Derivative financial instruments - 151 151 (25) 32 158
Current liabilities
Bank overdrafts (6) (103) (109) - (120)
Borrowings (348) (143) (491) 246 102 (143)
Derivative financial instruments - (36) (36) (&) 4 (38)
(354) (282)  (636) 229 106 (301)
Non-current liabilities
Borrowings (1,704) 181 (1,885) 100 (86) (1,871)
Finance Leases (53) - (53) - - (53)
Sainsbury's Bank loan
from minority shareholder (36) - (36) (9 - (45)
Derivative financial instruments - o m - 1 -
(1,793) 182y (1975 91 85) (1,969)
2147) (464) (2,61) 320 21 (2,270)
Total net debt (1,441 (203) (1,644) 101 53 {1,490)
Of which:
Net debt (excluding Sainsbury's Bank) (1,526) (203) (0729 95 53 (1,581)
Sainsbury's Bank 85 - 85 6 - 91
(1,441) (203) (1,644) 101 53  (1,490)

Net debt incorporates the Group's borrowings (together with accrued interest and related fair
value movements of derivatives), bank overdrafts and obligations under finance leases, less cash
and cash equivalents.

Sainsbury's Bank derivatives and borrowings, which relate to the working capital of the bank, are
excluded from the Group net debt.
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16. Recenciliation of movements in equity

Retained earnings

Called up Share Capital Profit Equity
share premium redemption Other Own and shareholders’
capital  account reserve  reserves shares loss funds
£m £m £m £m £m £m £m
As at 27 March 2005 620 761 547 87 (85) 2,097 4,027
IAS 32 and I1AS 39 adjustments (133) 1 - - - (24) (156)
Restated at 27 March 2005 487 762 547 87 (85) 2,073 3,8M
Profit for the period - - - - - 58 58
Prior year dividends paid - - - - - (95) (95)
Cash flow hedge fair value movements - - - 1 - - 1
Share-based payment - - - - - 12 12
Actuarial loss - - - (47) - - (47)
Shares vested - - - - 2 - 2
B shares redeemed - - 118 - - (6) 12
Alloted in respect of share
option schemes - i - - - - 1
28 weeks to 8 October 2005 487 763 665 41 (83) 2,042 3,915
As at 28 March 2004 486 1,438 - - (86) 2,821 4,659
Profit for the period - - - - - 146 146
Non-equity dividends - - - - - ma) 12)
Prior year dividends paid - - - - - (218) (218)
Share-based payment - - - - - 5 5
Currency translation - - - 1 - - 1
Actuarial gain - - - 40 - - 40
Issue of B shares' 680 (681 - - - - m
Share redemption? (527) - 527 - - (529) (529)
Alloted in respect of share
option schemes 1 - - - - - 1
28 weeks to 9 October 2004 640 757 527 M (86) 213 3992
As at 28 March 2004 486 1,438 - - (86) 282 4,659
Profit for the period - - - - - 184 184
Non-equity dividends - - - - - m3) 3)
Equity dividends - - - - - (36) 36)
Prior year dividends paid - - - - - (218) (218)
Share-based payment - - - - - 8 8
Currency translation - - - 3) - - 3)
Actuarial gain - - - 90 - - Q0
Issue of B shares' 680 (6810 - - - Q)
Share redemption? (547) - 547 - - (549) (549)
Shares vested - - - - 1 - 1
Alloted in respect of share
option schemes 1 4 - - - - 5
52 weeks to 26 March 2005 620 761 547 87 (85) 2,097 4,027

1 Share premium account includes B shares issue costs of £1 million.
2 Profit and loss account includes share redemption expenses of £2 million.
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17. Contingent liabilitles

As noted in the Annual Report and Financial Statements 2005, HM Revenue and Customs have
challenged the way that Sainsbury's Supermarkets accounts for VAT on Nectar rewards redeemed in
stores by customers. Professional advice has been taken which indicates current treatment is correct.
The possible total liability at 8 October 2005 is £25 million (March 2005: £22 million) and was not
provided for in the accounts as it is considered unlikely to arise.

18. Subseguent events

On 27 October 2005, the Group announced that the IT services currently provided by Accenture will
be migrated back to the Group, together with a number of Accenture employees. These termination
and/or transition costs will not affect underlying profit for the year ended 25 March 2006 and will be
disclosed separately. No provision for these costs has been made in the 28 weeks to 8 October 2005
and all the costs of migration will be recognised in the second half of the 2006 financial year. These
costs will be in addition to the Business Review costs already described above.

12. Explanation of transition to IFRS

This is the first period that the Group has presented its interim results under IFRS. The last financial
statements under UK GAAP were for the 52 weeks ended 26 March 2005. From 27 March 2005, the
Group adopted IFRS as adopted by the EU and implemented in the UK.

For the UK GAAP to IFRS equity reconciliations at 28 March 2004 (date of transition) and 26 March
2005 (latest annual period) and profit and loss reconciliation for the 52 weeks ended 26 March 2005,
please visit our website www.j-sainsbury.co.uk and view the announcements made on 16 June 2005.
In addition to those announcements, a further IFRS adjustment has been made in relation to leases
with predetermined, fixed rental increases following recent guidance from the International Financial
Reporting Interpretations Committee (“{FRIC"). Please refer below for the explanation and details of
the adjustments.

Set out below are the UK GAAP to IFRS equity reconciliation at 9 October 2004 and profit and loss
reconciliation for the 28 weeks ended 9 October 2004, For further details, please visit our website
and view the announcement made on 7 October 2005.
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19. Explanation of transition to IFRS continued
Profit after taxation for the 28 weeks ended 9 October 2004

UK GAAP'  Adjustments IFRS
£m £m £m
Continuing operations
Revenue 8,104 (207) 7,897
Cost of sales (7.935) 183 (7,752)
Gross profit 169 (24) 145
Administrative expenses (424) 18 (406)
Other income 8 - 8
Operating loss (247) (6) (253)
Finance income 30 6 36
Finance costs (73) (2) (75)
Loss before tax (290) (2) (292)
[ Analysed as:
Underlying profit before tax from continuing operations? 131 14) n7
Business Review and Transformation operating costs (427) 10 417)
Profit on sale of properties 8 - 8
Goodwill amortisation 2) 2 -
(290) ) (292)
Income tax credit 65 1 66
Loss from continuing operations (225) m (226)
Discontinued operations
Profit attributable to discontinued operations 251 123 374
Profit for the financial period 26 122 148
Attributable to:
Equity holders of the parent 24 122 146
Minority interests 2 - 2
26 122 148

1 Revenue and cost of sales for the 28 weeks to 3 October 2004 have been restated to reduce both amounts by £82 million in
order to correct a misclassification in the prior period published results. In addition, £2 million of interest incurred by
Sainsbury's Bank during the period has been reclassified from cost of sales to finance income/costs, in order to be consistent
with the treatment in the current period. Neither of these adjustments impact underlying or statutory profit before tax.

2 Profit before tax from continuing operations before gain or loss on the sale of properties and businesses, impairment of
goodwill, financing fair value movements and items that are material and infrequent in nature, such as costs arising from

the closure, relocation or re-structuring of a significant operation.
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19. Explanation of transition to IFRS continued
Net assets as at 9 October 2004

UK GAAP' Adjustments

IFRS

£m £m £m
Non-current assets
Property, plant and equipment 7,335 (84) 7.251
Intangible assets 120 80 200
LLoans to Sainsbury's Bank customers and other banks 1,295 1,295
Deferred income tax asset - 181 181
Other investments 19 - 19
8,769 177 8,946
Current assets
Inventories 553 553
Trade and other receivables 293 - 293
Loans to Sainsbury’'s Bank customers and other banks 119 - 119
Investment securities 120 29) AN
Cash and cash equivalents 494 29 523
2,579 2,579
Non-current assets held for resale 60 60
2,639 - 2,639
Total assets 11,408 177 1,585
Current liabilities
Trade and other payables (2,041) 31 (2,010)
Amounts due to Sainsbury’s Bank customers (2,318) - (2,318)
Short term borrowings (399) - (399)
Taxes payable 45 45
(4,713) 31 (4,682)
Net current liabilities (2,074) 3t (2,043)
Non-current liabilities
Long term borrowings 1,779) (53) (1,832)
Loan from minority shareholder 27) - 27
Deferred income tax liability (223) 14 (209)
Retirement benefit obligations - (603) (603)
Provisions and other liabilities 31 (26) (157)
(2,160) (668) (2,828)
Net assets 4,535 (460) 4,075
Equity
Called up share capital 640 640
Share premium account 757 757
Capital redemption reserve 527 - 527
Other reserves 1 40 4
Retained earnings 2,527 (500) 2,027
Equity shareholders’ funds 4,452 (460) 3992
Minority interests 83 - 83
Total equity 4,535 (460) 4,075

1Restated for the change in classification of Sainsbury’s Bank’s assets, liabilities and cash (see note 1).
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The following are explanations of the material
adjustments resulting from the transition from
UK GAAP to IFRS.

Leasing

a) Capitalisation of building leases

The Group recognised finance leases under the
recognition criteria set out in SSAP 21 for the
results for the 28 weeks to 9 October 2004.
Although the accounting treatment of finance
leases remains largely the same under IFRS,

the application of 1AS 17 ‘Leases’ results in the
building element of a number of property leases
being classified as finance leases. As a result, the
Group's IFRS opening balance sheet at 28 March
2004 includes additional fixed assets of £37 million
and additional finance lease obligations of

£53 million resulting in a reduction in net assets
of £11 million after deferred tax.

The main impact on the income statement is
that the operating lease payment charged to
operating profit under UK GAAP is replaced with
a depreciation charge on the finance lease asset
and a financing charge on the obligation. The
pre-tax impact on the income statement for the
28 weeks to 9 October 2004 is a reduction in
operating costs of £1 million and an increase in
finance costs of £2 million. This results in a net
charge of £1 million after deferred tax.

b) Lease incentives

Under UK GAAP, rent-free periods are recognised
over the period to the first market rent review.
Under 1AS 17, these have to be amortised over
the term of the lease. As a result the Group’s
IFRS opening balance sheet at 28 March 2004
includes additional deferred income of £4 million.
The pre-tax impact for the 28 weeks to 9 October
2004 is an increase in operating costs of £1 million
(£1milijon after deferred tax).

c) Leases with predetermined, fixed rental
increases

Recent comments by the IFRIC have indicated
that under IFRS, it is necessary to account for
leases with predetermined, fixed rental increases
on a straight-line basis over the life of the lease.
Under UK GAAP, the Group accounted for these
rental increases in the year they arose.

The pre-tax impact of adopting this treatment for
the 28 weeks to 9 October 2004 is an increase in
operating costs of £2 million (£1 million after
deferred tax).

This represents a change in the IFRS information
previously announced on 16 June 2005 and 7
October 2005.

The impact of this change at the date of transition
is a reduction in retained earnings of £17 million
(£12 million after deferred tax) at 28 March
2004. The impact on the 2005 financial year

is anincrease in operating costs of £4 million

(£3 million after deferred tax) and a reduction

in retained earnings of £21 million (£15 million
after deferred tax) as at 26 March 2005.

Pensions

The Group applied the provisions of SSAP 24
under UK GAAP for the results for the 28 weeks
to 9 October 2004 and provided detailed
disclosure under FRS 17 in accounting for
pensions. Under IFRS, the Group's opening
balance sheet at 28 March 2004 reflects the
assets and liabilities of the Group's defined
benefit schemes, with a total gross deficit of
£715 million. As allowed in the amendment to 1AS
19 (December 2004), the Group has elected to
recognise all cumulative actuarial gains and
losses through the statement of recognised
income and expense.

The opening net pension deficit includes £30
milfion (£50 million gross deficit before deferred
tax of £20 million - calculated at the US
corporate tax rate of 40 per cent) relating to the
US supermarkets business,Shaw's. This deficit
has been transferred as part of the sale of
Shaw's with the effect of increasing the reported
gain on sale. This is recorded as an increase in
the 'Profit attributable to discontinued
operations' in the income statement for the 28
weeks to 9 October 2004,

The income statement adjustment for the 28 weeks
to 9 October 2004 arising from the adoption

of IAS 19 includes a small increase in operating
expenses of £1million and a reduction in finance
costs of £6 million, resulting in a net ‘credit’

of £5 million. The annual charge through the
income statement is lower under |AS 19 than
under SSAP 24 because the SSAP 24 charge
contains additional contributions to amortise
the £161 million actuarial deficit identified in
March 2003, The calculation of the IAS 19
income statement charge does not include
these contributions.
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Notes to the Interim Results (unaudited) conlinued

19, Explanation of transition te IFRS
continued

The actuarial gain before tax of £57 million and
the associated deferred tax impact of £17 million
has been recognised in the statement of
recognised income and expense for the 28 weeks
to 9 October 2004. The pension scheme deficit,
net of deferred tax, under IFRS at 9 October
2004 reduced to £422 miilion.

Other employee benefits

Under UK GAAP no provision is made for long-
service awards. Under IAS 19, the costs of long-
service awards are accrued over the period the
service is provided by the employee. As a result,
a provision for long-service awards is included in
the opening IFRS balance sheet to the value of
£7 million (£5 million after deferred tax). There
is no income statement charge in respect of this
provision in the 28 weeks to 9 October 2004.

Share-based payment

IFRS 2 'Share-based Payment’ requires that an
expense for share-based payments, including
SAYE schemes, be recognised in the financial
statements based on their fair value at the date
of grant. The expense is recognised over the
vesting period of the scheme.

The additional pre-tax charge arising from

the adoption of IFRS 2 on the Group's income
statement is £5 million for the 28 weeks to

9 October 2004 (£4 million after deferred tax).
The adjustment is comparatively low because the
executive share options granted since 2002 are
unlikely to vest and as a result there is no charge
relating to these awards.

Intangible assets

a) Software capitalisation

Under UK GAAP, software is included within
tangible fixed assets. Under IFRS, software is
reclassified from tangible fixed assets and recorded
within intangible assets. The balance sheet
reclassification amounts to £86 million as at 28
March 2004 and £79 million as at 9 October
2004. There is no income statement impact.

b) Goodwill

Previously goodwiil on acquisitions was
capitalised and amortised over its useful
economic life. Under IFRS, amortisation is no
longer charged, instead goodwill is tested for
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impairment annually and again where indicators
are deemed to exist. Goodwill is carried at cost
less accumulated impairment iosses.

The goodwill amortisation charge for the 28
weeks to 9 October 2004 under UK GAAP of £2
million reverses in the IFRS accounts. No
impairment charge relating to acquired goodwill
has been recognised as at 9 October 2004.

Under UK GAAP, goodwill previously set off
against reserves is recycled on the sale of the
entity to which it relates. However, this ‘recycling’
is not permitted under IFRS. As a result, the
goodwill recycled upon disposal of the US
supermarkets business, Shaw's is reversed,
resulting in an increase to the gain on sale of
£86 million. This is recarded as an increase in the
‘Profit attributable to discontinued operations’ on
the face of the income statement for the 28
weeks to 9 October 2004.

Deferred and current tax

IFRS accounting adjustments have been tax
affected where appropriate. Under IFRS,
deferred tax is accounted for on the basis of
taxable temporary differences arising from
timing differences. As a result the IFRS balance
sheet will include an additional deferred tax
liability of £7 million arising from the £22 million
property revaltuation reserve that is disclosed in
the UK GAAP accounts.

Impairment of non-financial assets

Under IFRS, the Group reviews the carrying
amounts of its tangible and intangible assets to
determine whether there is any indication that
those assets are impaired. If any such indication
exists, the recoverable amount of the asset is
estimated in order to determine the extent of the
impairment loss (if any). Where the asset does
not generate cash flows that are independent
from other assets, the Group estimates the
recoverable amount of the cash-generating unit
(“CGU") to which the asset belongs. industry
interpretation is that each trading store is
deemed to be a CGU. As at the opening balance
sheet date (28 March 2004), 27 stores were
deemed to be impaired resulting in an
impairment of £51 million (£44 million net of
deferred tax). This total includes the 13 stores
that the Group announced would be closed as
part of the Business Review.




A simifar review was performed for the 2005
financial year and no further impairment was
deemed necessary.

The above results in a £11 million increase to
profit before tax for the 28 weeks to 9 October
2004 (£9 million after deferred tax) of which
£10 million is a reduction in the Business Review

costs treated as exceptional items under UK GAAP.

Dividends

Under UK GAAP, dividends are recognised in the
period to which they relate. IFRS requires that
dividends are recognised as a liability when they
are declared (i.e. approved by shareholders or,
in the case of interim dividends, when paid).
Accordingly, the final dividend for 2004 financial
year (£218 million) is not accrued in the balance
sheet at 28 March 2004. The final dividend of
£218 million is recognised directly as an
appropriation of retained earnings in the 28
weeks to 9 October 2004,

Discontinued operations

The income statement shows results from
discontinued operations separately from continuing
operations. This has the effect of having one line
representing the trading profit of discontinued
operations and any gain or loss on sale. Revenue,
expenses and profit from continuing operations
are shown separately. This is a re-presentation
and there is no impact on the total Group profit
after tax as presented under UK GAAP.

IFRS 1 - First-time adoption of IFRS

The Group's date of transition to IFRS is 28 March
2004, IFRS 1 'First-time Adoption of International
Financial Reporting Standards' allows companies
adopting IFRS for the first time to take certain
exemptions from the full requirements of IFRS in
the year of transition (i.e. the 2005 financial year).

The Group has elected to take the following key
exemptions:

a) IFRS 3 - Business combinations

The Group has elected not to apply IFRS 3
‘Business Combinations' retrospectively to
acquisitions that took place before the date of
transition. As a result, the carrying amount of
goodwill in the UK GAAP balance sheet at 27
March 2004 is brought forward to the IFRS
opening balance sheet without adjustment.

b) IAS 19 - Employee benefits - actuarial gains
and losses

The Group has elected to recognise all cumulative
actuarfal gains and losses at the date of transition.

c) 1AS 21 - Cumulative translation differences
Under IFRS, cumulative translation differences
arising on the consolidation of foreign entities
are required to be recycled through the income
statement when a foreign entity is sold as part of
the gain or loss on sale. IFRS 1 aliows the Group
to not record cumulative translation differences
arising before the date of transition. The Group
has elected to take this exemption and have
brought forward a nil balance in respect of these
translation differences.

d) IAS 32 and |AS 39 - Financial instruments
The Group has taken the option to defer the
implementation of IAS 32 and 1AS 39 to the
financial year ending 25 March 2006. Therefore,
financia!l instruments continue to be accounted
for and presented in accordance with UK GAAP
for the year ended 26 March 2005.

e) I1AS 16 - Valuation of properties

The Group has elected to treat the revalued
amount of properties at 28 March 2004 as
deemed cost as at that date and will not revalue
for accounting purposes in the future.

f) IFRS 2 - Share-based payment

IFRS 1 provides an exemption which allows entities
to only apply IFRS 2 ‘Share-based Payment' to
share-based payment awards granted after
November 2002, The Group has not taken this
exemption but has elected to apply IFRS 2 to share
options granted before 7 November 2002. The fair
value of those options has been published on our
website www.j-sainsbury.co.uk on 26 April 2005.

20. First time adoption of 1AS 32
and 1AS 39

The Group has adopted 1AS 32 ‘Financial
Instruments: Disclosure and Presentation’ and
IAS 39 ‘Financial Instruments: Recognition and
Measurement’ with effect from 27 March 2005.
The Group has taken the exemption availabie in
IFRS 1 ‘First-time Adoption of Internationat
Financial Reporting Standards’ not to restate
comparatives for both [AS 32 and |AS 39.
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Neotes to the Interim Results (unaudited) continued

20. First time adoption of IAS 32 and |AS 39 continued

The adjustments to the opening balance sheet at 27 March 2005 are as follows:

Restated

IFRS IFRS
27 March 1AS 32 IAS 39 27 March
2005 adjustments adjustments 2005
£m £m £m £m
Non-current assets
Property, plant and equipment 7076 7076
intangible assets 203 203
Loans to Sainsbury's Bank customers 1,342 - 1,342
Derivative financial instruments - 154 154
Deferred income tax asset 158 - 158
Other investments 20 - 20
8,799 154 8953
Current assets
Inventories 559 - 559
Trade and other receivables 319 (20) 299
Loans to Sainsbury’s Bank customers and other banks 1,216 - (2) 1,214
Held-to-maturity investments - 90 - 90
Derivative financial instruments - - 7 7
Investment securities o0 (90 - -
Cash and cash equivalents 706 103 - 809
2,890 103 15) 2,978
Non-current assets held for resale 87 - - 87
2977 103 1%) 3,065
Current liabilities
Trade and other payables (2,099) 68 (2,031
Amounts due to Sainsbury's Bank customers
and other banks (2,464) - (2,464)
Short term borrowings (354) (236) (10) (600)
Derivative financial instruments - - (36) (36)
Taxes payable (55) - (55)
(4,972) (236) 22 (5,186)
Non-current liabifities
Long term borrowings (1783) (181) (1,964)
Loan from minority shareholder (36) - (36)
Derivative financial instruments - - 3 3
Deferred income tax liability (159) - (159}
Retirement benefit obligations (527) (527)
Provisions and other liabilities (187) - 187)
(2,692) - (184) (2,876)
Net assets 4112 (133) (23) 3956
Equity
Called up share capital 620 (133) 487
Share premium account 761 1 762
Capital redemption reserve 547 547
Other reserves 87 - - 87
Retained earnings 2,012 m (23) 1988
Equity shareholders’ fund 4,027 (133) (23) 3,871
Minority interests 85 - - 85
Total equity 412 (133) (23) 3,956
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Under 1AS 39 all of the Group's derivative
financial instruments are measured at fair value
and recognised on the balance sheet. Where the
instruments are part of a qualifying hedge
relationship the carrying amount of the hedged
item is adjusted by the change in fair value that
reflects the designated hedged risk.

The Group chooses not to hedge account for
certain interest rate and cross currency swaps. In
these cases the difference between the
previously reported carrying value and the fair
value of the derivative financial instrument has
been recognised directly in opening retained
earnings. The difference between the previously
reported carrying value and the fair value of the
hedged item that reflects the designated hedged
risk has also been recognised directly in opening
retained earnings and will be fully amortised
through the income statement by maturity.

A portion of the Group's interest rate swaps do
not qualify as hedging instruments under JAS 39.
At the date of transition the difference between
the previously reported carrying value and the fair
value of these swaps was £23 miltion and has been
recognised directly in opening retained earnings.
Movements in the fair value of these instruments
are recognised in the income statement.

The majority of the Group's bank accounts are
pooled in an offset arrangement for the purpose
of charging interest. Under I1AS 32 financial
assets and financiat liabilities must be separately
disclosed. The effect of grossing up the Group
bank accounts at 27 March 2005 is to increase
overdrafts and cash at bank by £103 million.

Under IAS 32, the Group must present the B shares,
which have previously been included as part of

equity, as a current liability. Dividends paid on the
B shares are recognised in the income statement
as part of finance costs. The carrying value of the
B share capital at 27 March 2005 was £133 million.

21. Accounting policies

The principal accounting policies that have been
applied in the preparation of these financial
statements are set out below:

Consolidation

The Group's financial statements include the
results of the Company and all its subsidiaries,
associates and joint ventures, to the extent of
Group ownership.

The results of subsidiaries and associates are
included in the consolidated income statement
from the date of acquisition, or in the case of
disposals, up to the effective date of disposal.

The Group's interests inits joint ventures and
associates are incorporated in the financial
statements using the equity method of accounting.

Revenue

Revenue consists of sales through retaif outlets
and, in the case of Sainsbury's Bank, interest
receivable, fees and commissions.

Revenue is recognised when the significant risks
and rewards of underlying products and services
have been passed to the buyer and can be
measured reliably.

Sales through retail outlets are shown net of the
cost of Nectar reward points issued and redeemed,
staff discounts, vouchers and sales made on an
agency basis. Commission income is recognised
in revenue based on the terms of the contract.

Operating lease income consists of rentals from
properties held for disposal or sub-tenant
agreements and is recognised as earned.

Sainsbury’s Bank

Interest income is recognised in the income
statement for all instruments measured at
amortised cost using the effective interest method.
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21. Accounting policies continued

Fees and commissions are generally recognised
on an accrual basis when the service has been
provided. Fees and commissions which are
considered to be an integral part of the yield on
a financial instrument (including processing
costs on credit cards and money supermarket
commission costs on loans) are deferred and
recognised as an adjustment to the effective
interest rate. Fees and commissions which are
earrned as the service is provided (including
credit card insurance commission and
transaction fee income on credit cards) are not
considered incremental and directly attributable
to the origination of the financial instrument,
and are recognised when receivable.

Where there is a risk of potential claw back,
for example on commissions earned on credit
insurance, an appropriate element of the
insurance commission receivable is deferred
and amortised over the expected life of the
underlying loan.

Cost of sales

Cost of sales consists of all costs to the point of
sale incfuding warehouse and transportation
costs, all the costs of operating retail outlets and,
in the case of Sainsbury's Bank, interest payable
on operating activities.

Sainsbury’s Bank

Interest expense is recognised in the income
statement for all instruments measured at
amortised cost using the effective interest method.

Deferred taxation

Deferred tax is accounted for on the basis of
temporary differences arising from differences
between the tax base and accounting base of
assets and liabilities. Temporary differences
include property revaluations.

Deferred tax is recognised for all taxable
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 accounting profit nor
taxable profit.
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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, in which
case the deferred tax is also dealt with in equity.

Intangible assets

Pharmacy licences

Pharmacy licences are inciuded in intangible
assets and amortised on a straight-line basis
over their useful economic life of 15 years.

Computer software

Externally acquired computer software and
software licences are capitalised and amortised on
a straight-line basis over their useful economic
life. Costs relating to development of computer
software for internal use are capitalised once

the recognition criteria are met under IAS 38
‘Intangible Assets'. Once the software is available
for its intended use, these costs are amortised
over the estimated useful life of the software.

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 recognised as
an asset on the Group's balance sheet in the year
in which it arises. Goodwill is tested for impairment
annually and again whenever indicators of
impairment are detected and is carried at cost
less accumulated impairment losses.

Property, plant and equipment

Land and buildings

Land and buildings are stated at cost less
accumulated depreciation and any recognised
impairment loss. Properties in the course of
construction are held at cost less any recognised
impairment loss, Cost includes any directly
attributable costs and borrowing costs
capitalised in accordance with the Group's
accounting policy.




Fixtures, equipment and vehicles

Fixtures, equipment and vehicles are held at cost
less accumulated depreciation and any
recognised impairment loss.

Depreciation
Depreciation is charged to the income statement
on a straight-line method on the following bases:

Freehold buildings and leasehold properties -
50 years, or the lease termif shorter
Fixtures, equipment and vehicles - 3 to 15 years
Freehold land is not depreciated

Land and buildings under construction and non-
current assets held for resale are not depreciated.

Impairment of non-financial assets

At each full year balance sheet date, the Group
reviews the carrying amounts of its tangible and
intangible assets to determine whether there is
any indication that those assets have suffered an
impairment loss. If any such indication exists, the
recoverable amount of the asset is estimated in
order to determine the extent of the impairment
loss. Any impairment charge is recognised in the
income statement in the year in which it occurs.

Where an impairment loss, other than an
impairment loss on goodwill, subsequently
reverses due to a change in the original estimate,
the carrying amount of the asset is increased to
the revised estimate of its recoverable amount.

Capitalisation of interest

Interest costs that are directly attributable to the
acquisition or construction of qualifying assets
are capitalised gross of tax relief.

Leased assets

Leases in which a significant portion of the risks
and rewards of ownership are retained by the
Group are classified as finance leases. All other
leases are classified as operating leases. For
property leases, the land and building elements
are treated separately to determine the
appropriate lease classification.

Finance leases

Assets funded through finance leases are
capitalised as fixed assets and depreciated over
their estimated useful lives or the lease term,
whichever is shorter. The resulting lease obligations
are included in creditors net of finance charges.
Interest costs on finance leases are charged
directly to the income statement.

Operating leases

Assets feased under operating leases are not
recorded on the balance sheet. Rental payments
are charged directly to the income statement.

Lease incentives

Lease incentives primarily include up-front cash
payments or rent-free periods. Lease incentives
are capitalised and spread over the period of the
lease term.

Leases with predetermined, fixed rentafl
increases

The Group has a number of leases with
predetermined, fixed rental increases. These
rental increases are accounted for on a straight-line
basis over the period of the lease term.

Employee benefits

Pensions

The Group accounts for pensions and other
post-retirement benefits under IAS 19 ‘Employee
Benefits'. In respect of defined benefit pension
schemes, the pension scheme deficit recognised
in the balance sheet 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.
Plan assets are recorded at fair value.

The income statement charge is split between an
operating service cost and financing charge.
Actuarial gains and losses are recognised in full
in the period, in the statement of recognised
income and expense.

Payments to defined contribution pension schemes
are charged as an expense as they fall due. Any
contributions unpaid at the balance sheet date
are included as an accrual as at that date.

Long service awards
The costs of long service awards are accrued over
the period the service is provided by the employee.

Share-based payment

The Group provides benefits to employees
(including directors) of the Group in the form of
share-based payment transactions, whereby
employees render services in exchange for shares
or rights over shares (‘equity-settled transactions’).
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Neotes to the Interim Results (unaudited) continued

21. Accounting policies continued

The fair value of the employee services rendered
is determined by reference to the fair value of
the options granted, excluding the impact of any
non-market vesting conditions.

All share options and other share-based
payments are valued using an option-pricing
model (Black Scholes or Monte Carlo). This fair
value is charged to the income statement over
the vesting period of the share-based payment
scheme, with the corresponding increase in equity.

The value of the charge is adjusted over the
remainder of the vesting period to reflect
expected and actual levels of options vesting,
with the corresponding adjustment made in equity.

Inventories

Inventories are valued at the lower of cost and
net realisable value. Inventories at warehouses
are valued on a first-in, first-out basis. Those at
retail outlets are valued at calculated average
cost prices.

Foreign currencies

On consolidation, assets and liabilities of foreign
undertakings are translated into sterling at year-
end exchange rates. The results of foreign
undertakings are translated into sterling at
average rates of exchange for the year.

Exchange differences arising from the
retranslation at year-end exchange rates of

the net investment in foreign undertakings,

less exchange differences on foreign currency
borrowings or forward contracts which finance
or hedge those undertakings, are taken to equity
and are reported in the statement of recognised
income and expense.

Trading transactions denominated in foreign
currencies are translated at the exchange rate
at the date of the transaction.

Financial instruments

Financial assets

‘Financial assets at fair value through profit and
loss' includes financial assets held for trading
and those designated at fair value through profit
or loss at inception. Derivatives are classified as
held for trading unless they are accounted for as
an effective hedging instrument. ‘Financial
assets at fair value through profit and loss' are
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recorded at fair value, with any gains or losses
recognised in the income statement as a non-
cash expense in the period in which they arise.

Loans and receivables are non-derivative
financial assets with fixed or determinable
payments that are not quoted in an active
market. The Group has no intention of trading
these loans and receivables. They include
amounts due from Sainsbury's Bank customers
and amounts due from other banks. Subsequent
to initial recognition, these assets are carried at
amortised cost using the Effective Interest Rate
("EIR") method. Income from these financia!
assets is calculated on an effective yield basis
and is recognised in the income statement.

Held-to-maturity investments are non-derivative
financial assets with fixed or determinable
payments and fixed maturities that the Group's
management has the positive intention and
ability to hold to maturity. Subsequent to initial
recognition, these assets are recorded at
amortised cost using the EIR method. Income is
calculated on an effective yield basis and is
recognised in the incame statement.

Available-for-sale investments ("AFS") are those
investments that are intended to be held for an
indefinite period of time, which may be sold in
response to needs for liquidity or changes in
interest rates or equity prices, predominately
equity securities. Subsequent to initial
recognition, these assets are recorded at fair
value with the movements in fair value taken
directly to equity until the financial asset is
derecognised or impaired at which time the
cumulative gain or loss previously recognised in
equity should be recognised in the income
statement. Dividends on AFS equity instruments
are recognised in the income statement when
the entity's right to receive payment is established.
Interest on AFS debt instruments is recognised
using the economic interest rate method.

Purchases and sales of ‘financial assets at fair
value through profit or loss’, held-to-maturity
and AFS investments are recognised on trade-
date. Loans are recognised when cash is advanced
to the borrowers. Financial assets are initially
recognised at fair value plus transaction costs for
all financial assets not carried at fair value
through the profit and loss. Financial assets are
derecognised when the rights to receive cash




flows from the financial assets have expired or
where the Group has transferred substantially all
risks and rewards of ownership.

Impairment of financial assets

An assessment of whether there is abjective
evidence of impairment is carried out for all
financial assets or groups of financial assets at
the balance sheet date. This assessment may be
of individual assets ('individual impairment’) or
of a portfolio of assets (‘collective impairment").
A financial asset or a group of financial assets is
considered to be impaired if, and only if, there is
objective evidence of impairment as a resuit of
one or more events that occurred after the initial
recognition of the asset (a ‘loss event’) and that
loss event (or events) has an impact on the
estimated future cash fiows of the financiat asset
or group of financial assets that can be can be
reliably estimated.

For individuat impairment the principal foss event
is one or more missed payments, although other
loss events can also be taken into account,
including arrangements in place to pay tess than
the contractual payments, fraud and bankruptcy
or other financial difficutties indicators. An
assessment of collective impairment will be made
of financial assets with similar risk characteristics.
For these assets, portfolio loss experience is used
to provide objective evidence of impairment.

Where there is objective evidence that an
impairment loss exists on foans and receivables
or held-to-maturity investments, impairment
provisions are made to reduce the carrying value
of financial assets to the present value of
estimated future cash flows discounted at the
financial asset’s original effective interest rate.

For financial assets carried at amortised cost, the
charge to the income statement reflects the
movement in the level of provisions made,
together with amounts written off net of
recaoveries in the year.

In the case of equity investments classified as
available-for-sale, a significant or prolonged
decline in the fair value of the security befow its
cost is considered in determining whether the
assets are impaired. If any such evidence exists
for available-for-sale financial assets, the
cumulative loss ~ measured as the difference
between the acquisition cost and the current fair

value, less any impairment loss on that financial
asset previously recognised in the income
statement - is remaoved from equity and
recognised in the income statement.

Impairment losses recognised in the income
statement on equity instruments are not
reversed through the income statement. If,

in a subsequent period, the fair value of a debt
instrument classified as available-for-sale
increases and the increase can be objectively
related to an event occurring after the
impairment loss was recognised in the income
statement, the impairment ioss is reversed
through the income statement. '

Interest wili continue to accrue on all financial
assets, based on the written down balance.
Interest is calculated using the rate of interest
used to discount the future cash flows for the
purpose of measuring the impairment loss. To
the extent that a provision may be increased or
decreased in subsequent periods, the recognition
of interest will be based on the latest balance net
of provision.

Financial liabilities

Interest-bearing bank loans and overdrafts are
recorded initialty at fair value which is generally
the proceeds received, net of direct issue costs.

Finance charges, inctuding premiums payabte on
settiement or redemption and direct issue costs
are accounted for on an accrual basis to the
income statement using the EIR 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.

Redeemable preference shares

Redeemable preference shares that exhibit the
characteristics of a liability are recognised as a
liability on the balance sheet. The corresponding
dividends on these shares are recognised as
finance costs through the income statement.

Derijvative financial instruments and

hedge accounting

The Group's activities expose it primarily to the
financial risks of changes in foreign currency
exchange rates and interest rates. The Group
principally uses foreign exchange forward
contracts and interest rate swap contracts

to hedge these exposures.
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Notes to the Interim Results (Unaudited) continued

21, Accounting policies continued

The use of financial derivatives is governed by
the Group's treasury policies approved by the
Board. The Group does not use derivative
financial instruments for speculative purposes.

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.

Hedge relationships are classified as cash flow
hedges where the derivative financial instruments
hedge the currency risk of anticipated future
inventory purchases. Changes in the fair value of
derivative financial instruments that are
designated and effective as hedges of future
cash flows are recognised directly in equity and
the ineffective portion is recognised immediately
in the income statement. !f the cash flow hedge
of a firm commitment or forecasted transaction
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 equity are included in the initial
measurement of the asset or liability.

Hedge relationships are classified as fair

value hedges where the derivative financial
instruments hedge the change in the fair value
of a financial asset or liability due to foreign
currency risk and/or interest rate risk. The
changes in fair value of the hedging instrument
are recognised in the income statement. The
hedged item is also stated at fair vatue in respect
of the risk being hedged, with any gain or foss
being recognised in the income statement.

Changes in the fair vatue of derivative financial
instruments that do not qualify for hedge
accounting are recognised in the income
statement as finance income/costs as they arise.

Hedge accounting is discontinued when the
hedging instrument expires or is sold, terminated,
or exercised, or no longer gqualifies for hedge
accounting. At that time, any cumulative gain or
lass on the hedging instrument recognised in
equity is retained in equity untit the forecasted
transaction occurs. !If a hedged transaction is no
longer expected to occur, the net cumulative gain
or lgss recognised in equity is transferred to the
income statement for the period.
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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 simultaneously.

Financial instruments

{prior year comparatives)

The Group has taken the exemption available
in IFRS 1‘First-time Adoption of International
Financial Reporting Standards’ not to restate
comparatives for IAS 32 ‘Financial Instruments:
Disclosure and Presentation’ and AS 39
‘Financial instruments: Recognition and
Measurement’. As such, financial instruments
were accounted for and presented in accordance
with UK GAAP for the comparatives presented
(year ended 26 March 2005).

The Group's accounting policy for financiaf
instruments under UK GAAP are set out betow:

The derivative financial instruments used by the
Group to manage its interest rate and currency
risks are interest rate swaps and swap options,
cross currency swaps, forward rate contracts
and currency options.

Interest payments or receipts arising from
derivative instruments are recognised within
net interest payable over the period of the
contract. Any premium or discount arising is
amortised over the life of the instruments.

Forward currency contracts entered into with
respect to trading transactions are accounted for
as hedges, with the instruments’ impact on profit
not recognised untit the underlying transaction is
recognised in the profit and loss account.

Termination payments made or received in
respect of derivatives are spread over the life
of the underlying exposure in cases where the
underlying exposure continues to exist and
taken to the profit and loss account where the
underlying exposure ceases to exist.




Review by Independent Auditors

Independent review report to the Directors of J Sainsbury pic

Introduction

We have been instructed by the company to review the financial information for the 28 weeks ended 8
October 2005 which comprises the consolidated income statement, consolidated statement of recognised
income and expense, consolidated balance sheet, consolidated cash flow statement and related notes.
We have read the other information contained in the interim report and considered whether it
contains any apparent misstatements or material inconsistencies with the financial information.

Directors’ responsibilities

The interim report, including the financial information contained therein, is the respensibility of, and
has been approved by the directors. The directors are responsible for preparing the interim report in
accordance with the Listing Rules of the Financial Services Authority.

As disclosed in Note 2, the next annual financial statements of the Company will be prepared in
accordance with accounting standards adopted for use in the European Union. This interim report has
been prepared in accordance with the basis set out in Note 2.

The accounting policies are consistent with those that the directors intend to use in the next annual
financial statements. As explained in note 2, there is, however, a possibility that the directors may
determine that some changes are necessary when preparing the full annual financial statements

for the first time in accordance with accounting standards adopted for use in the European Union.
The IFRS standards and IFRIC interpretations that will be applicable and adopted for use in the
European Union at 25 March 2006 are not known with certainty at the time of preparing this interim
financial information.

Review work performed

We conducted our review in accordance with guidance contained in Bulletin 1999/4 issued by the
Auditing Practices Board for use in the United Kingdom. A review consists principally of making
enquiries of Group management and applying analytical procedures to the financial information and
underlying financial data and, based thereon, assessing whether the accounting policies and
presentation have been consistently applied unless otherwise disclosed. A review exciudes audit
procedures such as tests of controls and verification of assets, liabilities and transactions. It is
substantially less in scope than an audit and therefore provides a lower level of assurance.
Accordingly we do not express an audit opinion on the financial information. This report, including the
conclusion, has been prepared for and only for the company for the purpose of the Listing Rules of
the Financial Services Authority and for no other purpose. We do not, in producing this report, accept
or assume responsibility for any other purpose or to any other person to whom this report is shown or
into whose hands it may come save where expressly agreed by our prior consent in writing.

Review conclusion
On the basis of our review we are not aware of any material modifications that shouid be made to the
financial information as presented for the 28 weeks ended 8 October 2005.

PricewaterhouseCoopers LLP
Chartered Accountants
London

16 November 2005

Notes:

(a) The maintenance and integrity of the J Sainsbury pic web site is the responsibility of the directors; the work carried out by
the auditors does not involve consideration of these matters and, accordingly, the auditors accept no responsibility for any
changes that may have occurred to the interim report since it was initially presented on the web site.

(b) Legislation in the United Kingdom governing the preparation and dissemination of financial information may differ from
legislation in other jurisdictions.
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Sharehoider infermation

Company Website

J Sainsbury plc interim and annual reports

and results announcements are available via
the internet on our Company website
(www.j-sainsbury.co.uk/reports). As well as
providing share price data and financial history,
the site also provides access to background
information about the Company, recent press
releases and news and current issues.
Shareholders can receive e-mail notification of
results and press announcements as they are
released by accessing the page catled Email news
service in the Investor section of the website.

Electronic Communications
for shareholders

The Company has set up a facility for
shareholders to take advantage of electronic
communications.

If you would like to:

» check the balance and current value of your
shareholding and view your dividend history

* register your e-mail address so that future
shareholder information can be sent to you
electronically

* submit your vote on-line prior to a general
meeting

log on to (www.j-sainsbury.co.uk) and complete the
following steps:

click on ‘Investors’

click on ‘Shareholder Services'

click on ‘Computershare’

enter the required information and click
on ‘'submit’. You will need your 11 character
shareholder reference number located

on your latest tax voucher

5 click on ‘Electronic Shareholder
Communication' and register on-line.

DN —
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Ordinary shares - Financial Calendar

Ex-dividend date 23 November 2005

Record date 25 November 2005

Interim dividend payable 6 January 2006
Annual General Meeting 12 July 2006
Final dividend payable 21 July 2006

B shares - Financial Calendar

Shareholders with outstanding B shares can
redeem those B shares on the foliowing dates
to receive their entitlement to a redemption
payment of 35p per B share.

Last date for Registrars to receive B share
redemption notices for the January redemption

(record date) 3 January 2006
Redemption date 18 January 2006
Interest payment date 18 January 2006

Last date for Registrars to receive B share
redemption notices for the July redemption

(record date) 30 June 2006
Redemption date 18 July 2006
Interest payment date 18 July 2006

Any B share not redeemed by 18 July 2007 will
be redeemed by the Company on that date.




Deferred shares

The deferred shares created on 19 July 2004

in connection with the return of capital by
shareholders electing to take the initial dividend
of 35p per share were redeemed and cancelled
by the Company at the close of business on 13

May 2005 for a total consideration of one pence.

Tax Information - Capital Gains Tax

For Capital Gains Tax purposes, the market value
of ordinary shares on 3t March 1982 (adjusted
for the return of capital) was 91.99p and for the
B shares was 10.941p.

On 19 July 2004 the values of the Company's
ordinary shares and B shares were determined
as follows:

New ordinary shares 257.5p
B shares 35p

Contacts

For information about shareholdings, dividends
and to report changes to personal details,
shareholders should contact:

Computershare Investor Services PLC,
PO Box 82, The Pavilions,

Bridgwater Road,

Bristol, BS99 7NH.

Telephone 0870 702 0106
(www.computershare.com).

For information about an Individual Savings
Account (ISA) and low cost share dealing
facilities contact:

The Share Centre,

PO Box 2000,

Oxford Road,

Aylesbury, Buckinghamshire,
HP218Z8.

Telephone; 01296 414141 or freephone 0800
028 2812 and quote Sainsbury's.

For investor enquiries please contact:

Lynda Ashton,

Head of Investor Relations,

J Sainsbury plc,

Store Support Centre,

33 Holborn, London ECIN 2HT.

Telephone/Fax: 020 7695 7162/6227.
lynda.ashton@sainsburys.co.uk.

For general enquiries about Sainsbury’s Bank
call: 0500 405 060.

For any customer enquiries please contact our
Customer Careline by calling; 0800 636 262.

Registered Office

J Sainsbury plc
33 Holborn
London ECIN 2HT

Registered number 185647

Designed and produced by SAS Design. Printed by royle corporate print. This report is printed on paper from elemental chlorine
free pulps. These have been made using mainly eucalyptus fibre from fully sustainable commercial forests in Portugal, Spain and
Chile. In addition, the miil recycles ali its own paper waste and this forms up to 30% of the total fibre content. The mill operates
under the strictest environmental standards and holds ISO 14001 accreditation for its environmental management systems.
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We l[aunched a new fook and feel for our brand in September
2005. The 'Try Something New Today’ campaign builds cn our
heritage for innovation and provides customers with simple and
easy tips to try new meal ideas.




