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Record results from a rejuvenated Co-operative Group

Preliminary Results for The Co-operative Group
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The Co-operative Group is the UK’s largest mutual retailer. It is the fifth largest
food retailer, the third largest retail pharmacy chain, the number one provider of
funeral services and the largest independent travel business. It also has strong
market positions in banking and insurance. The Group employs 110,000 people,
has 3 million members and around 4,900 retail outlets.

As well as delivering on its financial and operational goals, The Co-operative
Group aims to deliver on its social goals, playing an active part supporting local
communities and the wider world. Today the Group is reporting on both of these
areas.

Highlights

e Record results, with gross sales including VAT up 15 per cent, breaking
through the £10bn barrier and operating profit before significant items up
11 per cent to £393m

e Acquisition of Somerfield completed, transforming our food business into a
major fifth player in the UK grocery market

e Merger between Co-operative Financial Services and Britannia Building
Society

e Launch of the biggest rebranding programme in UK corporate history
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Food business turned in a strong trading performance. We have now
reported 13 consecutive quarters of like-for-like sales growth

0 Market-beating sales increases driven by successful store refits,
product re-launches and investments in service and price

Sales up 23.1 per cent to £4,527m

Like-for-like sales up by a market-beating 5 per cent (ex-fuel)
Food profit up 38.1 per cent to £219.1m.

Underlying profit has increased significantly by £37.2m (20.4 per
cent)

First quarter '09 like-for-like sales up by 6.5 per cent (ex-fuel),
ahead of the market
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Healthcare and Funeralcare both delivered strong sales and profit growth.
Pharmacy sales rose 37.5 per cent to £744m and operating profit before
significant items increased by 19 per cent to £37.8m. Funeralcare sales
rose 17 per cent to £274m with operating profit before significant items up
14 per cent at £39.2m

Following a serious challenge due to the Government’s attempts to claw
back profit from the Healthcare business, underlying profit there has fallen
13.7 per cent from £43.8m to £37.8m.

Dividend payments to customer members, up from £45m to £50m

Financial and Operational Performance

Group sales before premiums ceded to reinsurers and net of VAT rose
13.4 per cent to £9.4bn (£8.3bn) or £10.4bn gross (£9.1bn)

Group operating profit before significant items rose 11 per cent to £393m
(E355m)

Profit before payments to and on behalf of members (the equivalent of
pre-tax profits in a plc) rose 11 per cent to £218m (£196m)

Members’ funds rose 3.6 per cent to £3.9bn (£3.8bn)
More than 1,575 retail outlets converted to the new brand concept

Net debt rose from £564m to £648m reflecting the investment in

refitting and rebranding our stores

NB The Group’s statutory results for 2008 compare to the figures for 2007, which
included 12 months of trading for The Co-operative Group and six months for the



former United Co-operatives. The underlying Trading Group figures compare with
full 12 months in 2007 for both businesses.

Social Goals

e Contributed a total of £11.5m to the community in 2008, a 10 per cent
increase on the previous year and equivalent to 9.9 per cent of our pre-tax
profits

e Launched our new Food Ethical Policy, endorsed by more than 100,000
members, which outlines our member-led commitment to maintain and
strengthen our position as the UK’s leading responsible retailer

¢ New Community Plan launched with focus on three themes: young
people, international development and climate change. This has included:

0 Young People: Farm to Fork scheme offering visits to the Group’s
own farms, providing hands-on experience for children showing
how their food is grown; visits for children to our Waste Works
education project. To date 15,000 children have benefitted.

o International Development: We became the first major retailer to
convert all our own-brand hot beverages to Fairtrade; the first
supermarket to stock Palestinian Fairtrade olive oil

o Climate Change: 150 schools now receiving green energy, 65 per
cent reduction in plastic bag usage,15 per cent packaging reduction
target will be met by end of '09

e Co-operative Bank unveiled an updated Ethical Policy and made a
number of new commitments on human rights, climate change and animal
welfare

e Co-operative Travel became the first High Street travel agent to introduce
its own Ethical Strategy

Peter Marks, Chief Executive, said:

“These are record results from a rejuvenated Co-operative Group. The last year
has seen us significantly improve sales and profitability while also laying solid
foundations for the reinvigoration and renaissance of the wider co-operative
movement with the acquisition of Somerfield and the agreement to merge our
Financial Services business with the Britannia Building Society.

“At a time when the economy is struggling and many business models are
coming under intense pressure we truly believe that The Co-operative Group is
coming into its own. The events of the past year have built on the successful



merger in 2007 of The Co-operative Group and United Co-operatives and our
continued strong trading clearly demonstrates the benefits of that merger.

“In the Trading Group, our food business has gone from strength to strength,
driven by successful store refits, product re-launches and improvements to
service levels and pricing. The deal to buy Somerfield will transform that
business, making The Co-operative the fifth major player in the grocery market
and ensuring we can offer our customers great choice and value in community
stores.

“The merger of CFS and the Britannia will result in the creation of a financial
‘super mutual 'which will provide an even stronger ethical alternative to the many
discredited financial institutions which have become embroiled in the credit
crunch.

“While the economic outlook clearly remains difficult, we believe that The Co-
operative Group is in a strong position. Our focus on financial success combined
with social responsibility is more attractive than ever before and we believe 2009
is going to be another successful and exciting year for the Group.”

Enquiries:

The Co-operative Group

Martin Henderson 07770 925959
Tulchan

Susanna Voyle

Lucy Legh 020-7353-4200



Overview

The underlying performance of the combined Group in 2008 shows that we have
continued to go from strength to strength — delivering on the promise of the
merger in July 2007 of The Co-operative Group and United Co-operatives. We
have made fantastic progress over the past 18 months, due to the efforts of
thousands of our people in stores and branches throughout the country. The deal
to buy Somerfield and the forthcoming merger between Co-operative Financial
Services and the Britannia Building Society have capped what has been a truly
extraordinary and transformative period for the Group.

From a financial perspective, we are able to report significantly improved sales
and profits and a strong balance sheet. Gross sales passed the £10bn mark for
the first time, reaching £10.4bn — up from £9.1bn in 2007. Group revenue before
reinsurance premiums was £9.4bn, against £8.3bn. Trading Group revenue
increased by 18.7 per cent or £1.2bn to £7.5bn.

Group operating profit rose by 59.7 per cent to £275.4m, an increase of £103m.
Within the Trading Group, headline operating profit before significant items rose
20.5 per cent to £273.8m. Underlying trading profit (adjusting for the impact of
the merger, stripping out property disposals, investment property valuation
changes and the volatile non cash element of pensions costs) was up 20.1 per
cent at £266m.

The Co-operative Financial Services operating profit before significant items was
£148.7m compared with £151.5m in 2007. Shareholder profit before short-term
fluctuations, significant items and the Financial Services Compensation Scheme
(FSCS) Levy was £147.0m compared with £155.4m in the previous year.

The banking business recorded a significant increase in operating profit before
significant items of £24.7m (49 per cent) with Retail banking seeing strong sales
performance, which has been supported by the development of award-winning
and market-leading products. Customer deposits have grown by 20 per cent in
2008. The General Insurance business achieved a profit of £8.4m despite
investment losses in the turbulent market conditions. Earned premiums were
lower than last year reflecting the move to a lower risk profile and resulting lower
average premiums.

Trading Group borrowings increased to £648m (£564m), reflecting our
investment in the largest rebranding programme in UK retailing history and
additional payments associated with the Somerfield acquisition. This resulted in a
net debt to earnings ratio of 1.3, compared to 1.2 in 2007. During the course of
the year members’ funds rose by 3.6 per cent to £3.9bn.



Trading Group

The Co-operative Food

The success of our Food business has continued with another strong year.
Turnover in the business rose by 23 per cent to £4.5bn, boosted by like-for-like
sales growth of 5 per cent. This represented a 0.5 per cent out performance of
the IGD Index, the industry benchmark. We have now reported 13 consecutive
quarters of like-for-like sales growth in a fiercely competitive market place.
Operating profits before significant items were 38 per cent higher at £219m.

The brand relaunch had an important part to play in the continued revitalisation of
Food in 2008, with more than 700 of our stores refitted. Rebranded stores, on
average, generated sales increases of 13 per cent. The rebranding programme
was supplemented by a drive to re-launch more products and improve service
levels and our price competitiveness. We launched The Co-operative Bakery,
which ensures that all our freshly baked bread has The Co-operative stamp of
approval on it. We also re-launched and increased the availability of our “Simply
Value” range which is more important than ever before in the current economic
climate. At the other end of the spectrum, our “Truly Irresistible” range has also
done extremely well, with sales increasing by 40 per cent year-on-year, reflecting
consumer confidence in the quality of our brand, as people are choosing to shop
locally and dine at home rather than eat out. Top-selling Truly Irresistible
products included Elmwood British Free Range Chicken, Freedom Food British
Wiltshire Cured Ham, speciality tomatoes and speciality breads, such as
Balsamic Vinegar & Roast Garlic Flatbread.

In 2008, Fairtrade sales in our stores also increased by 40 per cent, thanks
largely to our pioneering work on own-brand Fairtrade products, which allows our
customers to continue to make an ethical choice during difficult times. During the
year, we were the first to market with own-brand Fairtrade fruit smoothie drinks
and we launched the first Fairtrade sparkling wine, as well a Fairtrade Palestinian
olive oil - the first Fairtrade product to come out of Palestine.

Our vision for the future is to be the UK’s favourite and best community retailer.
The acquisition of Somerfield, agreed during the year and completed after year-
end, is an important step in this regard. The deal transforms The Co-operative
Group into the fifth major player in the UK grocery market and means we can
offer our customers a real alternative to the Big Four supermarkets with great
choice and value in community stores.

The Co-operative Pharmacy
Our healthcare business has delivered a creditable result following a serious

challenge due to the Government’s move to reduce the amount of
reimbursement to pharmacies from prescriptions. Turnover increased by 37.5 per



cent, from £541m to £744m in the year. Operating profit before significant items
of £37.8m was up 19.3 per cent from £31.7m. The business has also embraced
the new brand with 628 branches now rebranded, including 210 full refits
showing a 5 per cent increase in prescription numbers compared to unbranded
stores.

Other positive news for 2008 includes the increase of the business’ customer
rating to a record high of 81 per cent and an increase of membership
transactions of 40 per cent year-on-year. The year has also focused on the
building and fit out of the new Co-operative Pharmacy National Distribution
Centre (NDC). The NDC will be able to service all 800 of our pharmacies with the
key fast moving products, offering an industry leading level of customer service
from Europe’s most advanced pharmaceutical distribution centre.

The Co-operative Funeralcare

Following two years of heavy investment and reorganisation, 2008 was a very
successful year for Funeralcare, reflected in the 17 per cent increase in sales,
from £234m to £274m. Operating profit before significant items for the year was
£39.2m compared to £34.4m in the previous year.

During 2008, £11.9m was invested in Funeralcare’s fleet of vehicles and £5.1m
in the funeral home network, including the rebranding of 214 branches, the
acquisition of Bernard Nicholson Funeral Directors in Thirsk and the opening of
eight new funeral homes in Tillicoultry, Haxby, Mastrick, Inverkeithing,
Craiglockhart, Windsor, Musselburgh and Barkingside. A further four funeral
homes are being integrated into the business following the merger with Lothian
Borders and Angus Co-operative Society.

In spite of a hugely successful 2008, the business plan for 2009 is no less
ambitious in its aims and objectives as the business seeks to build on its
achievements and continue in its goal of becoming the UK’s funeral provider of
choice.

Specialist Retalil

Our Specialist Retail businesses include travel, legal services and end-of-life
planning businesses. The Co-operative Travel business performed exceptionally
well during 2008, with a record 20.7 per cent rise in turnover, up from £217m to
£262m. The business turned an operating loss before significant items of £2.1m
into a profit of £5.3m. Our online sales have grown significantly since the
introduction of a new state-of-the-art website in December, with an increase of
more than 250 per cent in the final weeks of January, as compared to 2008. Our
Legal Services business continued to develop during the year and delivered a
good performance with an operating profit before significant items of £1.7m,



which was consistent with the previous year. End of Life Planning turned in a
record operating profit of £1.9m and we are confident of further growth for the
business in 2009.

Other businesses

The remaining businesses in the Group — Estates, Farms, E-Store, Clothing,
Services and Motors - all performed well in the period. Estates turned in a trading
profit of £20m, whilst our Farms business delivered a record profit of £5.7m.
Sunwin Motor Group achieved a creditable profit of £0.1m, versus a prior year
loss of £1.7m, whilst Sunwin Services Group delivered an operating profit of
£0.7m, an increase of 31 per cent on last year. Our online Electricals business
more than doubled its sales to £54m and Clothing made a small loss of £0.2m,
but a number of new appointments in the management team will help facilitate
the growth of the business in the coming years.

Social Goals

During 2008 and early 2009, our approach to sustainable development has been
guided by a series of extensive and crucial member consultation exercises. In
response, at the start of 2008, we launched our new Community plan to focus
our community and campaigns activities on three themes: young people,
international development and climate change.

Climate change is the primary issue in our commitment to environmental
sustainability and we are one of the world’s largest purchasers of renewable
energy. International development continues to be a key focus of our business. In
2008, we became the first major retailer to convert all of our own-brand hot
beverages to Fairtrade. This commitment to international development continues
to resonate with our customers - in 2008 Fairtrade sales in our stores increased
by 44 per cent.

Our engagement with young people continued during 2008, as demonstrated by
our award winning From Farm to Fork scheme which has now expanded to
become a national scheme. We anticipate that more than 20,000 children will
visit one of our farms in 2009.

At the start of 2009, The Co-operative Bank unveiled an updated, radical Ethical
Policy and made a number of new commitments on human rights, climate
change and animal welfare. There was significant media focus on animal welfare
issues in 2008, and our Food Ethical Policy consultation highlighted members’
interest in this area. Following the launch of this policy, pioneering initiatives have
included switching all our own-brand Truly Irresistible Pork range to RSPCA
Freedom Food-accredited meat.



The Co-operative Travel set the agenda for the holiday industry by being the first
high street travel agent to introduce its own Ethical Strategy. The radical new
strategy supports the principles of sustainable and responsible tourism.

From 2009, increased focus will be placed on campaigning activity. In line with
our leadership position on climate change, we will oppose the exploration of toxic
fuels, we will support marine reserves and have launched Plan Bee, a campaign
to help reverse the worrying decline in the British bee population.

We are proud of our achievements so far. During 2008, we won the Management
Award at the 2008 European Business Awards for The Environment; Business in
the Community awarded us the International Climate Change Award and The
Grocer awarded us the Green Retailer of the Year award. We were also ranked
the UK’s most ethical brand for the second year running.

Somerfield

The deal to acquire Somerfield was completed after the year-end. The combined
Food business will have 2,900 stores throughout the UK with an annual turnover
of more than £7bn. Crucially it means we are better placed than ever before to
offer our customers a real alternative to the Big Four supermarkets, with great
choice and value in community stores. We are now firmly placed as the fifth
major player in the UK grocery market.

After working with the Office of Fair Trading we are selling 133 stores. There has
been a lot of work behind the scenes and we aim to rebrand 200 Somerfield
stores to The Co-operative by the end of the year. The full integration of the two
businesses is expected to take two years and will deliver projected annualised
savings to the Group of around £200m, much of which will be re invested in lower
prices to customers.

Outlook

Our markets remain intensely competitive and the outlook for the consumer
economy remains uncertain, with very limited visibility. However we are confident
we are well placed to make continued progress in the new financial year. In our
core food business the momentum generated during 2008 has continued into
2009 with excellent LFL sales in the first three months. We expect this to
continue throughout the year, boosted by our rebranding programme and the
plan to invest in price after completing the deal to buy Somerfield.



Consolidated income statement
for the year ended 10 January 2009
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Consolidated balance sheet
at 10 January 2009
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Consolidated cash flow statement
for the year ended 10 January 2009
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Consolidated statement of recognised income and expense
for the year ended 10 January 2009
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Notes to the financial statements
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Cashflws Fom operging ectivities 2632 487 552 [127) (138 &85  (30) (1056] 2405 2843 5348
Cash flows fom irvesting activiies (1788) (5600  [22) [124) (118 653 881 [1378)  fad) {148.9)
Cazh flws Fom firancing activides {0 ey  [0)  za 07 (04 (Ba.B) [eea) (2 {116.1)
Capitsl qendiors 1841 5.7 146 84 1ns a5 251 2.2 as 3008
Diepreciation feag)  (Ba)  (158) [ (38 2E) (28.3) [154.7) (248 {17a.E)
Amorisation (24.3) (0] [244) [Bea) (1142)

* Discond 1 ing perafions relake io Deparimentand Hore Siores maci MCS Whoissaie 11 2008 Tumiover relating o fems operzhons was E6.4m (2007 EX0.6m) and opesaing ioes=s aker sgnficant

s W SE4m FOT:E12.4M).

Federal pperzbons dnchugied wit in Corpanaie Memiersh p i Ferieral e (o the ectvifies OF it buying §roua thal B cpereisd by e Graud 7 reial Cc-pesaihe Sodey nemiaers.

Urabocaied kst Ries. I Tecing Broup principaly

L

£edon B D6 portiohd besiz
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1 Segmantal aralysis coninued

w7
-
OEw- ki Tadng sz
Food mar sy shpk  Gap [T
Fotll Hulhcaa Fusanbss Tal ol LAME ppambe  Foad Tl PamEd  ooe T
o im En En En o im am En En En in
Gross income - sale o goods:
—i‘nhlirl;'l‘ten‘ld zaleg IETEE 5408 2340 FEE TS T8 40383 a.M07 a010.r
- echdirg imemal saks 35788 5408 2840 FIEE 1672 544 14144 E3045 63045
Interestand amisr income 0.0 8000
Fee and commision ircome e [ (28 2139
Gross ened premiums ST0E a70.8
Resarue 5768 5408 2340 FEE 1672 544 14144 63045 18E7.3 (25) azE02
Fremiumz ceded to reinaurers {1,836.3) {1532
Net revanue 3576 5408 2340 HEE ETZ2 544 14144 63045 1314 (28) BA530
Sagment opsating profit before
significart bems, group operating costs,
property dizposaks and inve stment
property valstion changes 1587 M7 34 (21] 24 a2 [53.5 188& 1515 113 3585
Crange in the value of rmvestment properties f18.3) IR f1a.3
Property digposal profils 4.8 405 4.8
Grop opersing coste fsg) s
Segment oparating profit
before significant items 1587 M7 M4 21 24 5T [53.5 2273 1515 (43 345
Significant fems (G | O 1 [ -y lan.0) (1145 [E7E (1820}
*“Oparating profit
sfter significant items 1121 2B .4 (=0d) 165 5315 835 11zE =40 (243 1725
Finarcid income 41
Finareidl siperese f55
Fair velus movement f2a.y
Het pensicn inance income 778
Ehare of profit of azsn cistes and joint wemres 03
Paymeniz 1o ard on behatf of members [a58)
Tezeation net. of e attributsble o policyholder f25.3)
Logs on saks of discontinuing operati on, nat of tx 1.7
Prifit for the year 1134
Segmert azsets 189 715 461 40 10 &13 5 108 4056 38440 (243) 43233
Lnalocated aszats 574 353 ai7
Tortdl asssts 1481 715 461 40 103 a13 ] 108 4610 38E55 (243) 44200
Searent sbilies ;| 105 =S 5 = 34 1 480 1435 3ETE4 (3 I7EE
Lnallocated inkilias 1.1 1176 2447
Tortd liabiliee ] 105 263 a8 m | 1 480 EF06 TR0 (243 40403
Cash fiows Fom opersing activies. ™ 30235 240 384 (278 (165 3\4 p3g (515 o7 {4587 B4
Cazh fiows from investing activies f2d (755 42 =4 3T mas 0.e 14 [183.5] TIE4 55549
Cazh fiows from fireneing activites P& A [oE o) P4 [a) (6N (124 {458 {1852
Capitsl epandine Ma 2.7 153 16 12 12 0.a 547 1825 N3 21248
Depraciation 55  [47 (34 B0 (4 RS [Ay (257 (183 2T 157
Amortisation [14.1) [41]  (reg faag)

Ml business & conduct=d within e LK in bath 2008 and 2007,

Eepments cpeszing proits for Faod Fetall, Hes toars Funeraicars, Tons, Otber Rstad, Froerty nd Farms 200 J0qrate menbershin adl feceral s e reiaied 10 et & change 12 e
il recha ngpalty it arme ek 3008 280 2007 profis a7 o e cane besls This i 0 chasge io ol ppesing profs a Tradeg and Broup .
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Notes to the financial statements continued

1 Segmeantal amalysis coninuad
GFS

N 0T
iHhar Wl Long o okl Lmg-
Gnreral Elare- Bhers- s - Erars. T
Banking  nauranog heddsr heddor  Businoess Tolal Berking  Insuanoa Faidar hobar  Eusinas Tl
En En m m m En am am Em En Em in
Irterest and amiar income Gi0z 8302 &30z 8000 o0 8200
Fee and commEsion income a5 HES a5 65 eSS a1
Gross eaned premiums 4.3 4.3 4878 SeA2 436.6 $386 M2 9704
Rewerne 1MET 4013 1,448.0 4878 18458 10165 4366 14581 52 15873
Premiums ceded tn rainaurers [185) [i8s) [194) (378 7.1 HTA) fEe) (1538
Net revare 1MET 3628 14205 4788 180683 10165 41835 14360 (12845 1514
Segment operating profit
betiore significant items T3l B4 B5.2 1487 1447F 50.4 67.1 0 185 1513
Eimficant ilems ra) (a0 [Te.0) fran)  [pog) (23] (7.5 l57.3)
Qparating profit
after significant items 280  (225) B5.2 Ty 70T 124 76 M0 80 &4.0
Sagment szsets 1488 1,84 oM 16263 X561 SE4A24 12889 1430 oo 15067 MATI 3440
Unallocated aszats 3% B 5 5 s ELL 5 36 33
Tl asssle 14284 1,208 o7 17,238 21561 3878 13087 1,430 B34 154E0 24373 IEE
Sagment |ebiftie= 15867 686 12 14585 21495 36060 11333 1,125 2 12546 24215 36764
Linalbocated iabilies L] 168 2 &7 [i i} T3l a1 14 o1& 155 1,178
Totdl liabiliies 1418 1,055 14 15252 21561 3|S5 1237 1138 58 13567 2ITI ITAdD
Cashflws Fomopersing activiies. 2088 456 400 2043 2943 [2485 (175 1103 {5ET) 11357
Cazh flowes from irwesting activiies 832 (@) (5a) ) fa1) 7rET FrE T T4
Cazh flows from franeing activiies (2] (Tay M6 R (238 79 A8 (N7 (1458 {1458
Capitsl eqpendinre 0.3 a3 95 95 147 56 203 23
Depreciation 7z (72) (244 [05) jzas) paa) T8 1 by @74
Amorisation 28 (635 [140) (eod) (e4) (meE) (38 (67 (o) g 21y [R5

* Casd Soows for e Long-Term business 2 rol reporie sepreiely by manayament. v e incuderd in e Diher Shered picer” ssgment st e igures driozed dave.

The restructuring within CF3 at the stert of 2006 has cregied 2ome presantationsl changse o the accounts. Within the segmental analyzis and cerain notes
tothe aceounts, CFS resuk is analy=ed betwesn: Banking; Ganenal Ineurance; Other Sharsholder and Long- Teem Business. Other Bharsholder inzludes the resuks
ol (FE Meragement Servioes Limited, CFS Services Limied, CFS Limited and imvestment schivity sttriotable tohe Sharcholder dament of CE Limited.
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