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Welcome to

Ocado Group plc

Established in 2000 and listed on the LSE's Main
Market in July 2010, Ocado is the UK's largest
dedicated online grocery retailer providing an
innovative, market leading customer experience.

Ocado value

We use inspired thinking and
cutting-edge technology to keep
honing our uniquely efficient
delivery model This helps us to
drive down prices and guarantee
exceptional value for money

Ocado choice

We love what we do, and are
proud of all the wonderful groceries
that we sell This drives us on to
offer the widest choice imaginable,
and ensures everything we sell 1s
always of the highest qualrty

Ocado service

We have a passion for delivering
qualrty grocenries In perfect condrtion
and on time, while treating our
customers with care and honesty.
This helps us to share our vision of
a different way of shopping a better,
greener and more convenient one

Ocado way

We care passionately about our
environment. This spurs us on to
provide a greener, more sustainable
afternative to old-fashioned,
store-based supermarket chains

See further information online
www ocadogroup com
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Highlights

Financial highlights

Gross sales' up 16 6% to £642 8 million
Revenue up 16 0% to £598 3 million
EBITDA? up 26 6% to £279 million
EBITDA? margin up to 4 7%

Operating profit of £1 | million

Net debt of £19 2 million

Cash and cash equivalents £92 | mllion

Operational highlights

® Average orders per week up by |8 6%
te 110,219

® Items delivered exactly as ordered 98 3%

e Deliveries on time or early 92 3%

Strategic highlights

o CFCl capacity expansion work making good progress
e CFC2 bulding services and ancillary

infrastructure substantially complete
® Sgnificant inatives in customer offer including

roll out of own-label
Ocado Saving Pass

‘shop in shop' development
roll out of latest Webshop
addional mobile platforms

" Gross sales include revenue plus VAT and marketing
vauchers

@ EBITDA 1s a non-GAAP measure which we define as
earnings before net finance cost, taxation, depreclatlon,
amortisation, impairment and exceptional tems

3 EBITDA margin is calculated on revenue
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Chairman’s letter

Lord Grade of Yarmouth

Chairman

Dear Shareholder

Overview

We are now in our second year as a public lsted company
and | am pleased to report that the business continues to
see significant sales growth and Improvements in operational
profitability

Dunng the year the Group invested heavily and continues to

do 5o, In the development of its second Customer Fulfilment
Centre at Dordan,Warwickshire This major development will
ensure Ocado 15 in a prime position to take full advantage of the
rapd growth expected in the online grocery business over the
coming years

People

| am greatly inspired and hugely impressed by the level of
service and quality of affening that our people deliver Ocado'’s
impressive record in achreving awards for innovation and quality
of service continued during the year and 1s testament to the
efforts and talent of our woridorce | wish to thank all members
of the Ocado family for their continued support

Board changes

Andrew Bracey has resigned as Chief Financial Officer from the
Board, and a process 1s underway to find a new Chief Financial
Officer Andrew 15 expected to leave after the publication of this
annual report. David Young, who joined the Board in 2000, has
also expressed his imtention 1o resign as Non-Executive Director
at the AGM | would like to pay thanks to Andrew and David
for their valuable contribution to the success of Ocado and wish
them every success for the future

We welcomed Mark Richardson o the Board in the newly
created role of Operations Director Since 2001, as Head

of Technology, Mark had led the Ocado technology team in
developing our website, mobile applicatons and warehouse [T

systemn

Exsting Board members Jason Gissing and Nell Abrams also
had changes to their roles during the penod  Jason has taken on
the new Board position of Commercal Director and Neill has
assumed responsibility for human resources in addmion to his
current role as Legal and Business Affairs Director

We also welcomed three new Non-Executive Directors onto
the Board in Douglas McCallum,Wendy Becker and Alex

Mahon Douglas’ high-level experience in e-commerce and [T,
Wendy's weatth of expenence n retal, technology and customer
service and Alex’s experience in media, strategy and corporate
development will complement the skil set of the existing Board
Wendy will char the Remuneration Committee upon the
retirerment of David Young

wwiw ocadogroup com

Corporate governance

The Board has a wide range of responsibilities. There are three
that are particularly important for the success of the business,
first, to debate, determine and oversee the execution of cur
strategy, second, to ensure that we have the most talented
team to execute this strategy and that we plan effectively for
succession, ang third, to ensure effectve governance

Secunng the nght bafance of skills, experience and perspectives
on the Board is a key responsibility to ensure that the Board
works effectively as a team towards shared goals with the nght
mix of enquiry and support of the Executive Directors from the
Non-Executive Directors The Nomination Committee report
on pages 36 to 37 describes this work We always seek to run
our business in a responsible way, and we have a very strong
team which 1s mindful of rts respensibilities not just in helping 1o
deliver the strategy but also in overseeng financal controls and
risk management.

Our governance reporting obhigations are set out in the UK
Corporate Governance Code The appointment of the three
new Non-Executive Directors moves the Board closer to the
Board's desired full compliance with the 2010 Code in respect
of Board independence A detailed statement of corporate
governance can be found on pages 30 to 45 of this annual
report

I am also mindful of my responsibility as Chairman to lead the
Board and ensure that # ts working effectively This year a Board
evaluatron was carmed out with the FRC's Guidance on Board
Effectiveness in mind | am encouraged, as renforced by our
Board's performance review, that our Board operates effectvely
and 1s properly engaged

Corporate social responsibility

Operating our business in a responsible way 1s fundamental bath
to the way we operate and to delivering sustanable profits and
long-term value for our shareholders

We have continued to explore methods of reducing our impact
on the environment, including the use of anaercbic digestion to
produce elecirerty from our food waste, use of electric vans in
our London spokes and continuing our dosed-loop carmer bag
recycling system We have also supported the Japan Appeal and
Macmillan Cancer Support among other important causes The
corporate social responsibiiity report found on pages 24 to 27
describes our responsibilities here

Looking forward

| am excrted about Qcado’s future and | look forward to the
continued expansion of our business As a Board, we remain
confident that our strategy and business plan will allow Ocado
to grow and deliver our commitment to create value for our
shareholders.

Lord Grade of Yarmouth
Chairman
Ocado Group plc
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Chief Executive Officer’s review

“Against the backdrop of a weak UK economy, we
have continued to see material growth in the online
grocery market. We believe this 1s evidence of a
structural shift In consumer behaviour, we expect
continued expansion of this market in the future™

Tim Steiner Chief Executive Ofiicer

During the past year, Ocado has made significant progress in
growing sales and increasing capacrty to support future growth
Against the background of the weak UK economy, gross sales
have grown by 16 6% We are very grateful to our customers
for their loyalty and support

Market development

The importance of the online grocery market in the UK, while
still in its infancy, 1s now recognised by most major grocery
retalers Customers continue to migrate from shopping in
stores for grocenes to shopping online This 1s borne out by
average orders per week at Ocado in 2011 increasing by 18 6%
from 92916 to | 10,219 A recent report from the Institute
of Grocery Distnbution forecast that the UK online grocery
market will reach £11 billon of sales by 2016 We believe the
biggest threat to the growth of the online market 15 under-
investment, retallers will not be able to fully service increasing
customer demand unless they invest In online sales capacity

Competrtion in the online grocery sector 15 already as strong
as the tradmional store-based sector; and will almost certainty
ncrease We believe the best way for Ocado to acquire new
customers as well as retain existing customers, is ta continue
to develop and improve the Ocado offer We have worked to
improve this on many levels for the benefit of our customers

Capacity expansion

This year we developed CFC1 towards rts utimaie capacity
of 180,000 orders per week. Investment was made in major
upgrades io our proprietary software running the warehouse
operation, in addmional storage, picking and tote conveyor
capacity; and m the power infrastructure of CFC1 In 2012 we
are planning further investment in CFCI to take capacity to
around 160,000 orders per week by year end

OVER 30,000 UTRES OF MILK

ARE DELIVERED DAILY TO OUR
& HATFIELD CFC FOR NEXT DAY

DELIVERY TO OUR CUSTOMERS

As I have said In previous updates on the business, increasing
the capacity of CFCI to cope with increased sales demand

has presented operational challenges Duning the year several
major constructicn projects were completed in CFC| while

the picking of groceries continued That we were able to

do this 1s a credit to the planning and execution skills of our
engneening and CFCI teams We temporanly reduced our
product range to under 20,000 lines during the year to create
space for construction of addwonal automation In H2 201 | we
hired additional temporary staffl and reintroduced some manual
trolley-picking to provide a short-term increase in operational
capacry As a result of these changes, CFC| efficency measured
n units per hour {"UPH'") dropped by 8 2% from 121 UPH to
111 UPH As new equipmert becomes operational in CFCI
over the next 12 months, we expect to see a nse 1n efficiency
towards our long-term target of 180 UPH

Ocado’s marketplace

COVERAGE OVER 70% OF UK
HOUSEHCLDS AND GROWING




Siock code OCDO

Construction 1s advancing well at CFC2 in Dordon,
Warwickshire Work an the buillding, services and ancillary
infrastructure is substantially complete and equipment
installation has started kt remains on budget and on time to
openin QI 2013 Systems testng 1s currently planned to start
in mid-2C12, with inttial operations scheduled to commence
in early 2013, gving us a six month testing and commissiontng
window We believe CFC2 will represent the single biggest
Increase In capacity oy a grocery retaller senang the online
market n the UK ks a key part of our drve to secure
Ocado's leading position in this fast growing market.

Customer demand

Mere customers are shopping online, and doing so more
frequently Thus is causing a shght decline in basket size, and we
have seen the average order size at Ocado dunng the year

fall by 1 7% from £1 1406 to £112.15 Maost of this decrease

15 due to the shift of customers towards the Ocado Delivery
Pass ("ODP"") one of our key customer loyalty schemes. There
are two reasons for this the majonty of Ccado orders are
now placed using the ODP scheme and these customers
have a higher overall spend as increased shopping frequency
more than offsets the lower average basket for this customer
group Newvertheless it Is also clear that Ocado customers are
feeling the same budgetary pressures that are affecting Brrbish
consumers elsewhere and towards the end of 201 | we began
to see a shight change in product miex and baskets that were on
average one rtem smaller

Operating efficiency

Qur delivery network's performance continued to improve
throughout the year We opened new spokes in Bnstol and
Wimbledon and after the perod end, in Oxfordshire The
Bristol spoke has enabled us to expand our service coverage
into the South West of England and South Wales Whilst we
already operate mn Wimbledon, this new spoke increased cur
capacity n the London area by around 17,000 orders per
week The opening of these spokes increased the operationat
efficency of our existing delivery network.

wwww ocadogroup com

The increasing scale of the business, combined with

ongoing upgrades to routing software and van design have
coninbuted to delveries per van per week ('DPV/iweek'")
increasing by 8 7% to 145 DPV/week. Dunng the year the
peak was |65 DPVAweek The on-time delivery performance
was 92 3%, down from 94 9% in the previous year, largely due
to the impact of significant development works in CFCI

Grocery range

We have continued to develop our grocery range and
Ocado now offers a grocery range equivalent in size to our
largest store-based compettors Cur investment in CFCI
will enable us to grow this from the level of around 20 000
products we had at year end, to over 30,00} products over
the next year The Ccado own-label range has more than
doubled during the year to 620 products Qur own-abel
range rs comparable m price and quality to smilar products of
our major competitors and has proved very popular 70% of
alt Ocado baskets now contan at least one Ocado awn-label
product In addion, we have a growing number of specialist
ranges such as Carrefour’s “Reflets de France™ range of
authentic French produce, as well as leading organic suppliers
such as Daylesford Organic and Laverstoke Park Farm

Non-food business

In line with the objectves we set out at our PO, we continue to
expand our range of non-food tems. We recrutted a dedicated
non-food team to drive this expansion forward We plan to
increase significantly our non-food range by the end of 2013
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Chief Executive Officer’s review continued

“We will continue 1n 2012 to pursue our core strategy of improving
our offer to customers and increasing capacity to meet growing demand.
It 1s our mission to ensure that customers continue to regard Ocado

as the market-leading offer in online grocery shopping.”

Tim Steiner Chief Executive Officer

Value

We continue to focus on offering greater value to an ever
widening custorer base We have done this by investing in
price in four main ways increasing the number of praducts on
promotion, continumng our Tesco price match on all identical
products not on promaotion to approximately 7,000 products
by the end of 201 |, expanding the Ccado own label range,
and launching the Ocado Saving Pass The Ocado Saving
Pass enables our customers to make at least a 10% saving on
over 600 leading branded products This inciudes products
that are already price-matched to Tesco, in return for a smalt
annual fee Al these initiatives were achieved while delivering
the freshest produce to customers through our shorter
supply chain, accompanied by our product life guarantee

Technology and innovation —

website and mobile interfaces

The launch of Ocado's latest Webshop was completed in
Q1 2011 I has proved to be very successful, receiving
excellent customer feedback. The Webshop enabled
customers to shop up to 25% faster than before We
regularty make enhancemenits to our Webshop and use cur
technological base to improve the customer experience and
service We launched “'shop n shop”, allowing suppliers to
showcase their specific ranges in their own dedicated section
of the Webshop

Checkouts via mobile devices grew to 18% of checkouts by
the end of the pertod, up from 2% at the beginning of
the year

OCADO CFC COMPUTERS
MAKE OVER 10 MILLION

L CONVEYOR-BELT ROUTING
DECISIONS EVERY DAY

We enhanced
the functionality
and usability
of the existing
Ocado apps
available for the
1IPhone, the Pad and
the Android platform,
and developed
Ocado apps for the
BlackBerry and the
Windows Phene 7 mobile devices
Other software developments included our “*Cne-Click
Additions’" feature, allowing customers on mobile devices
to amend an existing delivery without needing to check out
agan Ocado 1s the only UK supermarket to offer customers
full shopping functicnality on afl leading smartphone dewvices
We also implemented a new CRM platform {o improve the
efficiency of our call centre and provide substantial benefits
to customer service Ocado’s software development
achieverments were recognised with Ocado being awarded
a Grocer Gold Award for Consumer Initrative of the Year
in 201 |

A RECENT STUDY REVEALED

[ THAT 695% OF OUR BASKETS

L OF BRANDED PRODUCTS WERE
CHEAPER THANTESCOCOM
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People and recognition

The key to our success s the energy and commitment of
nearly 6,000 employees in different areas of the business

[ would like to recognise the tremendous efforts made by
them throughout the year Qur customers and ndustry
observers regularly comment on the outstanding service
provided by our delivery team of over 2,000 Customer
Service Team Members The measures taken by Ocado to
make its delivery vehicles safe were again recognised in 201 |
by Ocado winning for the second year running the Safe
Vehicles Award at the Fleet Safety Forum Awards, organised
by road safety chartty Brake Qcado also won the Fleet Van
Operator of the Year at the Fleet Transport Awards

The overall standard of the business was again recognised wrth
our selection as a finalist for the Etaler of theYear award at the
2011 Oracle World Retall Awards, and being voted the favourte
online supermarket in the Which? Magazine reader surveys

In November 201 |, we signed a voluntary urion recognrtion
agreement with USDAW for Ocado’s hourly paid employees at
all cur current operational sites  USDAW representatives will
partiapate on our existing Ocado Council to voice the views of
the employees they represent. The Ocado Council continues to
be the forum that we use to consult with our employees

Current trading and outlook

Against the backdrop of the weak UK economy, we have
continued to see growth in the online grocery retall market.
We believe this 1s evidence of a structural shift in consumer
behaviour and we will see continued expansion of the
market Ocado s well positioned o capture this growth as
the market-leading offer n onfine grocery shopping

Ocada achieved gross sales growth of 166% in 201 i, during
a period of capacrty constraints at CFC| Our growth has
contnued into 2012, sales growth In the first quarter was
109%, similar to Q4 2011 Given the sales growth profile we
experienced 1n 201 | as a resuft of capacity constrants, we
expect our growth rate to improve as the year progresses

www ocadogroup com

In 2012 we will continue to pursue our exssting strategy

to improve what we offer our customers, 1o complete

the capacity expansion work at CFC| and to continue the
build, commissioning and testing of CFC2 We will focus on
Improving the levels of service, beyond that which we gave
our customers in the second half of 201 |

It 15 aur musston to make sure that customers continue to
regard Ocado as the market-leading offer in online grocery
shopping We will continue to provide for and capture the
growth of this market sector The operational leverage we
have in our business positions us strongly to benefit from
Increased scale to achieve a level of profitability that sausfies
all stakeholders in the business

Tim Steiner
Chief Executive Officer
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Chief Financial Officer’s review

“With a sales increase of 166% in 201 1, we are
confident that Ocado grew faster than other players
in the sector: Due to our competrtive advantage

online we are well placed to deliver for

shareholders as well as customers.”

Andrew Bracey Chief Financial Officer

Ocado’s sales growth and improved operational profitability
contnued In 201§ Gross sales grew by 16 6% from 2010
EBITDA margin as a percentage of revenue increased from
43%1047%

The balance sheet continued to be strong with net assets of
£1729 million, an increase of £1 | million on 2010 Cash was
well controlled in the penod with net cash from operating
actaties of £20 | milhon At 27 November 201 | the Group
had net debt of £19 2 million as it began to draw on the
£100 milion credit facility to grow the business Cash and
cash equivalents at the year end were £92 | millon

Despite the uncertainty of the UK econemic envirenment,
the strength of the penod end balance sheet combined with
the operational improvements and continued sales growth
leaves the Group well placed mowing into 2012

Revenue

Gross sales were up 166% to £642 8 million for the period
Growth continued to be driven by an increase in average
orders per week to 110,219 from 92,916, an increase of

18 6%. This was offset by a shght decrease in the average
order size of 1 7% to £112 15 This was mainly due to an
increasing number of customers signing up to the Ocado
Delivery Pass The number of Active Customers increased by
13 5% to 298,000 at the year end Revenue grew by 160%
to £598 3 millon Spend on marketing vouchers, at £80
milion equated to | 3% of revenue, down from | 6% 1n 2010
due to reduced use of vouchers as a marketing tool

Gross profit

Gross profit increased 14 3% to £184 8 million, this equates
to a 47 basis pomnts decrease in gross margin percentage
over the penod to 309% The decrease in gross margin was
caused by a decrease in delivery income per order, changes in
product mix and increases in product sourcing costs, as well
as promotional activity and post-delivery adjustments during
the penod The increased post-delivery adjustrnent costs
were primarily due to the capacity constrants experienced
in the year, since year end these have returned to previous
levels The reduction in gross margin was mitigated by an
increase in other income from supplers which increased
signficantly by 101 0% to £12 6 milion

This was driven by the increased sale of space on our
new Webshop In addition, a number of new imtiatives in
the second half of the period such as*'shop in shop” (this
provides supphers with their own dedicated shop within
Ocado's Webshop) have enabled increased revenue to be
generaied

Operating costs

At £151 7 million, distribution costs fell as a percentage of
revenue from 25 8% in 2010to 254% in 201 | Distrtbution
costs increased by 14 2% on the prior penod The two
major components of distnbution costs are CFCI costs

as well as trunking and delvery costs CFCI costs fellas a

percentage of revenue from 11 5% in 2010 to F1 3% i 2011,

and represented an ncrease of 13 9% on the pror penod
Vaniable CFCI costs ncreased shghtly faster than revenue as
a result of increased labour required to mitigate temporary
capacrty constraints However; the operating leverage of the
fixed cost base on increased volume combined with some
savings in the fixed cost base meant that total CFC| costs fell
as a percentage of sales Trunking and delivery costs fell as a

percentage of revenue from 132% in 2080 to 129% in 201 1,

and represented an increase of |3 8% on the prior period
with productivity gains more than offsetting inflatonary

pressures Administrative expenses, Including marketing costs,

increased by 206% to £445 milion, up by 28 basis points as
a percentage of revenue to 7 4% largely due to an increase in
other marketing actvity to partly complement the reduced
use of vouchers

Operating profit/loss

Operating profit for the perod was £1 | million, compared
witht an operating loss of £54 million in 2010 This
improvement 1s mainly attnbutable to the growth in revenue,
contnbuting to profit and enabling greater operating
efficiencies

b EVERYWEEK 450 SUPPLIERS
DEUVER GROCERIESTO QUR
W HATFELD CFC

A
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Net finance costs

The reduction in net finance costs of 49 0% to £3 5 milllon was
largely the result of the repayment of four long-term loans in the
second half of 2010 A large proportion of the borrowing costs
under the £100 millon credrt faclity remain an the balance sheet
as they have been accounted for as transaction costs and will
erther affect profit or loss over the remaining penod of the loan,
or be caprtalised to property, ptant and equipment to the extent
that drawdowns directly finance qualifying assets

Loss before tax
Loss before tax for the period was £2 4 million, an
improvement of £9 8 million against 2010

Taxation

Due to the avalability of capital allowances and loss rehef,
the Group did not pay corporation tax dunng the year A
deferred tax credit of £1 9 million was recognised during
the perod as we begin to recognise more of the tax losses
avallable for use against future taxable profits Ocado had
approximately £279 million of unutilsed carried forward tax
losses at the end of the penod

Loss per share

Basic and diluted loss per share decreased from | 63p to

0 10p, pnmarily due to the improved firancial performance of
the Group

Cashflow

Net operating cashflow before finance costs increased to
£26 4 million, up 42 2% from £18 5 milhon in 2010 Ths
Increase 15 pnmarily driven by an increase in EBITDA and

the fall away of the 2010 1PO costs  The net moverment in
working capstal was an outflow of £2 6 million (2010 £04
mithon) The increase in trade and other recervables was due
to amounts outstanding at the penod end in relation to other
income and an increase In VAT recervable due to the volume
of invoices relating to capital projects n progress, this offset
a significant increase n trade and other payables ansing from
business growth and capital projects in progress

Key performance indicators

www ocadogroup com

Balance sheet

The Group had cash and cash equivalents of £92 | million at
the perod end, this was down 40 4% from the 28 November
2010 amount which included treasury deposits, due to the
continued capital investment required to expand the business
The Group had net debt of £19 2 milion at 27 November
2011 (2010 net cash of £80 5 million) as it began to draw

on the £ 100 milhion credit facility to assist in funding capital
irvestment. At year end Ocado has drawn £402 million of
this faciity Total undrawn faciites at 27 November 201 1,
including this facility, were £78 8 mullion {2010 £117 3 mithon)

Buring the pertod the Group agreed with its banks to
increase one of its covenant ratios in the £100 millon credrt
facility for the remainder of the hfe of the facility, which runs
to January 2014 Given the current difficutt economic chimate
the Group continues to monrtor closely its iquedity posiion
for a range of scenanos for revenues, cost performance and
caprttal spend

Capital investment

In the period Ocado invested £126 | milion in capital tems,
an increase of 260% on the prior year Of this, £27 7 millkon
was on projects in CFCI to expand capacity, the benefits

of which will be realised from 2012 onwards The amount
spent on CFC2 1n 20t | was £72 6 milion including the
acquisition of land The work schedule and costs on CFC2
are n ne with expectations The project Is expected to
complete in the first quarter of 2013 Investment in new
vehicles in 201 | was £7 | milion Capital expendrture an the
expanston of the delivery network was £47 million, two new
spokes opened In the perod, both of which are leasehold
sites An additional freehold site was purchased and partially
developed in the period The Group continues to develop
the majority of s own software, and during the period £82
milhen of internal development costs were caprtalised as
intangibie assets

Andrew Bracey
Chief Financial Officer

The following table sets out a summary of selected unaudrted operating information for FY'1 | and FY 10

FY11) Frio

(unaudited)  (unaudited) % Change
Awverage orders per week 110,219 92916 18 6%
Average order size (£} 1215 11406 {1 7%)
CFC efficency (units per hour)® i 121 (82%)
Average delivertes per van per week (DPVAveek} 145 133 87%
Average product wastage (% of revenue)® 070 064 nfa
[tems delvered exactly as ordered (%)™ 983 990 nfa
Deliveries on time or early (%) 9213 949 n/a

Source The information in the table above 1s derved from information extracted from management accounts and internal

financial and eoperating reporting systems and 15 unaudited

M Average retall value of goods a customer recewves (including VAT and delivery charge) per order

@ Measured as units dispatched from the CFC per hour worked by CFC operational personnel

A Value of products purged for having passed Ocado's “use by ife guarantee, dwided by revenue

“ Percentage of ali items delivered exactly as ordered, 1e the percentage of items neither missing nor substrtuted
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Marketplace

"Ocado represents the market-leading model in the expanding online
grocery market We are focused solely on the sale of groceries and non-
food online and are committed to growing the online channel without the
distraction of legacy bricks and mortar operations.”

Jason Gissing Commercial Director

Substantial underlying grocery market in UK
The UK food and grocery market now exceeds £150 billion,

it represents approximately 50p of every £] spent on retall

in the UK The marketplace remains highly competrtive and
dominated by the big four grocers Asda, Mormisons, Sainsbury
andTesco This intensrty drives competrtion for market share
with retallers constantly strving to find new ways to strengthen
customer engagement and refationships, and increase spend

The economic downturn has added to pressure on consumers
and on retalers seeking to attract their spend Customers are
looking to shop smarter, with factors such as fuel costs and
value for maney becorming iIncreasingly important. Against the
backdrop of this dificult trading ervironment, which 1s likely

to continue In the near term, parts of the market continue to
grow strongly including online, discount and conwventence

Online grocery market growth

The UK has seen continued mternet penetration and
e-commerce actwity, with onfine retall activities developing
beyond the onginal early adopters to a more mainstream
customer set. Grocery has been slower to develop into an
online category However, the UK has the most advanced
online grocery market globally which has continued to grow
rapidly from a small base currently approaching 4% of the total
grocery market.

Online grocery 1s widely expected to become an increasingly
significant channel, with all leading grocery retaillers carefully
considenng their onling strategies

Improved range and price drives channel shift

1 2

PRE 1950s HIGH STREET
LOCAL STORE CHAIN

* Limrted range * Wide range

« Figh prices * Lower pnices

+ Counter service * Self service

3 4

OUT OFTOWN ONLINE
SUPERMARKET + Wider range
* Wider range + Competitive pricing

* Lower prnices
* Drve to location

* Improved convenience
and service

+ Best location - your
home!



Stock code CCDO

MQRE THAN 40% OF THE
POPULATION INTEND TO

b USE THE ONLINE CHANNEL

& FORAT LEAST PART OF THEIR
GROQCERY SHOPPING WITHIN
FIVETO TENYEARS

Source IGD

Structural drivers fuel growth

Significant channet shift has taken place in the UK grocery
market over the last 60 years A movement from local stores
to high street supermarket chains was followed by the shift to
larger out of town superstores and hypermarkets. In each case
the channel shift has been driven by a wider range of product
and lower prices However with each channel shift service
levels and location have become increasingly less attractve to
the customer

The key drver to shifing constmers online is to improve the
customer offer and expenence In shopping for their grocenes
As the online grocery proposition becomes increasingly
attractive to the customer; the market will continue to grow
significantly into a mainstream grocery shopping channel

Develcping this customer proposition nvolves provding the
widest range of product across food and non-food categones
at a price that 15 at least as competitive as can be found in
physical stores Customers also place great importance on
reliable and accurate delivery, product quality and freshness, and
overall ease of use

Online grocery retail presents

unique challenges

The online channel in grocery has been slower to develop
than other segments of the retal market partly due to the
unique challenges associated with prowiding this service, wrth
the logisucal challenges involved providing one of the biggest
barrers to entry

Fulfilment of a customer order through an onling service 15
complicated picking an average of over 50 items per order
from over 20,000 SKUs across three temperature zones with
different product life {ambxent, chilled and frozen) for onward
delivery to customers in narrow time slots presents many
challenges. We seek to overcome these challenges with our
unique business model and use of our propretary knowledge
and technology

www ocadogroup com

Technology and innovation

Technology and innovation influence

many aspects of onlne grocery

retaling ht serves as a driver for

underlying demand with increased

internet penetration and faster

broadband speeds 't also deepens

customer engagement through,

for example, the increase in using

mabile devices and tablets as a

shopping tool Technology and innovation are key to addressing
many of the challenges in providing a supenor online grocery
proposition, both for the customer (easy to use websites,
mobile device apps for checkout) and to drive operauonal
efficiency 1n the supply chain and fulfiment

Different online strategies

There s no single strategy for online retailing  In the grocery
sector, different approaches are being adopted, with traditionat
store-based retalers largely using existing stores or store-based
systems By contrast, Ocado uses a centralised picking model,
with a spoke distrnbution network. This proneenng approach
has been developed by Ocado over several years using s

own bespoke systems, know-how and software, making such a
model difficult to replicate

2012 and beyond

Further growth in onfine grocery retalling 1s set to continue
Significant development of the customer proposttion within the
channel will hasten this growth and transform such a channel
migration from a niche actvity to

a full market shift representing

a sizeable part of the

UK grocery market.

Marketplace

OUR PERFORMANCE
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Driving the online proposition ...

The online grocery market 1s expected to experience significant growth at the
expense of traditional grocery channels, and adoption i1s influenced by a number

of complementary drivers

Why customers choose to shop online for groceries

1

RANGE

ACCESS TO AWIDER
CHOICE OF GROCERIES
ONLINETHAN AT A
NEARBY STORE

The Ocado Way

RANGE

AT FULL CAPACITY

WE WILL BE ABLETO
STOCK UPTO 40,000
GROCERY SKUs IN ONE
LOCATION THIS IS
OVER 50% MORETHAN
ATYPICAL LARGE
SUPERMARKET

We wilt be able to stock a
bigger grocery range than any
other UK supermarket. This
reduces the need to shop
elsewhere Our range includes
products with different price
points In the same category to
appeal to different customer
wallets.

2

PRICE

SAVE MONEY BY
SHOPPING ONLINE

PRICE

WE NOW!' PRICE
MATCH THE LARGEST
COMPETITOR ON OVER
8,000 SKUs

The automation and
aggregation of our model

strips out costs and increases
efficency These savings allow us
to offer products at compelling
prices. We work hard with our
suppliers to provide market
leading promotions for our
customers

March 2012

3

FRESHNESS

BUY THE FRESHEST
PRODUCE ONLINE

FRESHNESS

THE PRODUCT

LIFE OF ALL OUR
FRESH PRODUCTS IS
GUARANTEED

Our model removes one stage
of the grocery supply chain
This combined with rapid
stock turn means we often

get product to customers the
same or next day following
receipt into our warehouse
This can be quicker than other
supermarkets get the product
to their stores We offer a life
of product guarantee giving
confidence to customers that
therr grocenes have a minimum
remanng hfe when delivered
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...through our leading customer offer

Grocery shopping made easy

Register at Ocado com

4
EASE OF USE

CONVENIENT, QUICK
AND EASY TO USE

EASE OF USE

20% OF ALL OUR
CHECKOUTS NOwW!
MADE USING MOBILE
APPS

in-house software development
allows for rapid introduction
of new functionality We were
the first grocer to launch a
fully transactional mobite app,
offenng mcreasing convenience
to the customer The shopping
expenence could not be
easier from ordering anytme
anywhere to delvery in the
narrowest defivery tme
window In the market.

Erd Jarwary 2012

Start shopping

5
AVAILABILITY

CONVENIENT NEXT
DAY DELIVERY WITH
VERY HIGH STOCK
AVAILABILITY

AVAILABILITY

MORETHAN 95%

OF OUR RANGE IS
AVAILABLE FOR NEXT
DAY DELIVERY AT ANY
ONETIME

Proprietary integrated systems
give control over the product
flow This, combined with the
scale of our warehouse, leads
to structurally higher product
avallabilty This reduces the
chance of products being

out of stock and minimises
substrutions.

www ccadogroup com

We deliver to your kitchen

6

RELIABILITY

CONSISTENT ORDER
RELIABILITY - ONTIME
AND AS ORDERED

RELIABILITY

COVER 98% OF ITEMS ARE
DELIVERED
AS ORDERED

The combination of our
centralised model and our
proprietary software leads

to unrivalled rebability Our
systems have evolved following
much rteration, to integrate

all aspects of the customer
fufflment process

Delivering the online propesition

OUR PERFCRMANCE

ABOUT OCADO
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Strategy: addressing the market, preparing for the

We continuously focus on improving the service we offer our customers.
In doing this we focus on three key elements product, price and service.
Combined efficiently, these elements are drawing new customers to Ocado

Activity in 201 |

Priorities

Key achievements

KPls

Range, price and
freshness

We aim to provide a wider range

Rolled out own label range
Intreduced specialist ranges
Launched Ocado Saving Pass
Tesco price match ¢ 7,000 SKUs

Al year end stocked ¢ 20000
SKUs, including over 600 Ocado
own label 5KUs

1. than traditional store-based chanrnels, (at end of 201 1)
g with a prnice competrive offer and Significant work with suppliers
O superor freshness with product hfe and substantially increased
y Buaraniee number of promotions
£
O Service and USablllty Completed rolt out of the latest Faster shopping times
B version of our Webshop 18% of check outs on a mobile
=5 We am to provide market-leading
Launched apps on BlackBerry, app by year end (20% by January
U levels of service, avallability, accuracy Wind Ph 7 2017
nd ease of use for our customers InAows Fone )
8 Introduced a number of new Orders delivered as ordered 98 3%
customer features Delveries on tme or
early 92 3%
CFCI Added significant MHE CFCI efficiency at | 1| units
Added ¢ 5km of conveyor and per hour, vs long-term target
We continue to invest In greater 1180
new smart control software o
capacrity at our existing Hatfield CFC Introduced brent Average orders per week over
We implemented a senes of changes nt:(o uchel new amoient zone | IOO(%O eakin pat over 131,000
in 201 | to enhance the future pick with latest generation S peaing '
capacity and efficency of CFCI, while conveyor
impacting on short-term operations
© CFC2 Significant progress at
% Dordon with bullding, services
8' Our new CFC development in and ancillary infrastructure largely
O Dordon Warwickshire planned to complete and MHE installation
oy openin early 2013 started
g
o Spokes Bristol and Wimbledon spokes London area capacity increased
=] opened dunng penod, Oxford by 17,000 orders per week
@ The majortty of orders are relayed spoke apened In Q1 2012 with Wimbledon spoke opening
@ from CFCI to spoke sites for onward
8. delivery to custormers

Van fleet

Qur customer service team members
deliver direct to customers’ kitchens
using our fleet of bespcke vans

Tracking and routing technology
upgraded

Deliveries per van per week
increased to 145 (peaking at 165),
vs long-term target of 175
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future and driving efficiency

Simultaneously, we are investing in our infrastructure to service this growth and
driving efficiency throughout the delivery cycle We have set out the key initiatives
from the past year, and the key priorities for the year ahead We would also refer
you to the risks section on pages |18 to 23 m looking at these inrtiatives

Our priortties for 2012

Key initiatives Effect on KPis Execution risks

Further develop own labet range Significantly increase the number of Expected capacity increases from

Introduce more specialty food lines
Increase promotional actvrty
Expand non-foad lines

SKUs stocked by end of 2012

new MHE may come on line more
slowly than anticipated

Disruptive pnce maoves by
competition could impact margin

Continued use of technology
and innovation to improve the
customer offer and service levels

Improvement in % of orders
delivered as ordered
Improvernent in % of
deliveries on time or early

Unforeseen operational challenges
OCCUr as we increase capacity at
CFCI

Start operation of new MHE
nstalled in 201 |

Remove the remaining nefficient
trolley pick operation

Improvements to CFC efficency,
and together with other CFC
mprovements, wil drive KPI
eflicencies, order and delivery
service levels

MHE implementation 1s delayed
Unforeseen operational challenges
QCCur as we Increase capacrty at
CFCi

Complete all work with testing
and cornmissioning commencing
mid 2012, ready to go lve
Q12013

Testing and commissioning
schedule delayed

Maximise throughput at each
spoke with increased CFC

capacity

Delivery KPIs improve

Current spokes become capacity
constrained

Expand van fleet as capacity
INcreases

Delivery KPls improve

Legrslative and environmental
factars impact on the mode of
operations

Unforeseen impact of Olympic
Games

Strategy addressing the market
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Questions and Answers

Tim Steiner; Chief Executive Officer; addresses some of the most
frequently asked questions about our company.

Tim Steiner
Chief Executive Officer

Q What are the main trends driving your
marketplace, in particular; how are you affected
by key competitors investing more in their
online operations?

A A number of factors, including fast growng internet and
smartphone penetration, an increase in available product
range, lower prices, convenience, tme and fuel savings are
drving a sharp increase in onhine shepping  In particulan

the advantage of sharter tme slots for delivery are starting
to nfluence custormers’ decrsions o buy grocenes online
Investment in online by competrtors 1s good for us as it
acknowledges online as an increasingly significant channel
The key driver to shifting consumers online 1s to mprove the
customer offer and experience in shopping for their groceres
As the online grocery proposition becomes increasingly
attractive 1o the customer, the market will continue to grow
significantly into a mainstream grocery shopping channel

Q Are you concerned about reports that
competrtors are opening their own automated
“dark stores™

A It 1s interesting to hear about cur competitors’ dark

stores We see reports of bigger warehouses and increased
autornation as a further validaton of our model, which we have
been operating and building knowledge of aver the last ten
years We believe our centralised picking model s significantly
mere efficient than the online operations of our peers We will
continue to bulld our offer to our custamers, to continue to
attract those converting to the online medel

Q You are sometimes referred to as "Waitrose
on wheels" but they are now offering their own
online grocery service How does this impact on
the Ocado business?

A We enjoy a long-term relationship with Wartrose We are
two independent retail groups, and as such 1t 1s only natural
that Wartrose should continue to develop their own anline
offer, which pre-dates our business We believe their business
mode! 15 quite different to ours, centred on their store assets
We see any investment into online grocery retaiing that they
make as positive In converting shoppers from store-based to
online, and we further believe that our customer propasition
driven by cur unique business model positions us well ta
subsequently attract disproportionately high numbers of
these online shoppers to shopping with Ocado

Q How does the broader economic
downturn impact you?

A Customers become ever more discerning about price
and value for money Qur efforts to continually improve
the customer offer wath a broader range, offenng different
price points and more choice, together with the multitude
of infatives we have to lower prices for customers which
include Tesco Price Match and the Ocada Saving Pass, are
key to continue attracting and retaining customers Vhile
customers may put an rtem or two less in their shopping
baskets, this 15 generally offset in value terms by inflation Fuel
costs have continued to rise and customers are increasingly
attracted to the convenience, cost and time saving that
shopping online brings in difficult economic tmes

Q What do you see as key to drving your
proposition to customers?

A We seek to provide and have avallable the widest range
of any grocery store, offer competitive pnang and sufiicient
price points in each category wrthout compromising on
quality or freshness We use our mnovative approaches and
advanced technological knowledge to make our service the
easiest to use for customers and to drive efficiencies through
the entire process to give the best custamer service and
maximise long-term financial returns



Stock code. OCDO

Q How does expansion into own-label and
non-food complement your strategy’

A Offering a broader range and different pace points

are both critical in attracting and retaining customers Our
own-label strategy forms part of our intiative to address both
of these key drvers of customer demand Our own-label
products now feature in 70% of our customers' baskets

We already sell nen-food products which are adjacent to

our grocery offer We intend to further expand the number
of non-food lines this year; which will offer more choice, and
allow custorers the ease of also having their non-food tems
delivered in dedicated one-hour timeslots rather than having to
seek alternative destinations to complete their weekly shop

Q Wil you be expanding your service into
other parts of the UK?

A We currently cover over 70% of the UK population
Our immediate strategy is to consolidate in existing delivery
coverage areas by improving the drop density for each of
our delivery vans, hence driving efficency, returns and the
investment we can put back into the customer proposition
At the same time we constantly consider the viability of
introducing our service to parts of the UK currentiy not
covered by Ocado

Q Do you intend to further broaden your
appeal beyond your more traditional higher
Income custormers?

A Ocado 15 a shap for everyone We want to be seen as
the grocery retaler of choice for the ordinary shopper who
seeks quality products at competitive prices Our customers
come from a cross-section of Income and age demographics
Our focus on extending our product range to one that wall
exceed even the largest siore-based supermarkets, coupled
with our pricing initiatives are further driving our growth and
reach to a broader cross section of the UK population

Q How do you ensure that your employees are
engaged with the business?

A We run an annual ermployee survey acrass the whole business
to measure levels of employee engagement and to identfy areas
that need improvement. Employees are kept informed of the
business’ performance and key evenits that may affect performance
through regular business bnefings and electronic communicaticns,
which also make our employees aware of the vanous factors that
can affect the business' performance We have also introduced a
rmanagement development programme, which gives employees
the opportunity to progress their career within Ocado

www ocadogroup com

Q How important 1s technology to
your business?

A Technelogy and innovation 1s at the heart of Ocado's
business We develop our own software, which gives us a
propnetary knowledge base that acts as a natural protection
against competitors

We are able to utilise cur technology platform and innovative
approach to better engage with the customer through easy
to use interfaces We were the first in the market to develop
a fully transactional app for the (Phone and now have apps
across all major operating systems for mobile devices, and
are constantly improwving our VWebshop At the same time,
we deploy our technology to dnve the efficency of our
operations in order to fulfil our customers’ orders with
market leading service levels

View our online video at http //ocadogroup com/about-us/
introductory-video aspx to see the impact of technology in
our business.

Q There was a lot of talk of capacity constrants
which caused some disruption last year and
which had an impact on growth Have these
now been resolved and can we expect service
levels to return to previous highs?

A We were naturally disappointed with the levels of
customer service that we delivered dunng the latter part of
201§, which while still market leading, fell below levels that we,
and more iImportantly our customers, have come to expect.

We are however confident that the operational challenges
in CFC1 which gave rse to the above are now largely
behind us These related to a variety of capacity expansion
projects and additional maintenance or improvement work
This had an impact on short-term capacity and efficiency
while we continued to fulfil customer orders from Hatfield
The majority of this work has now been completed, and as
the capital investment projects have gone live we have seen
capacity build Moreover we now have a much more robust
operational infrastructure to service and drive expected
{uture growth

Q How are you working towards reducing
Ocado’s environmental impact?

A The way the business operates using an automated CFC
means that our product waste 15 very low, at only 0 70% of
revenue In the period Most of our product waste 1s wathin
the “'use by date” and 1s sold, at a discount, to a specialist
food distributor We help our customers reduce their own
wastage, by showing guaranteed product life on the Webshop
and including 'use-by’ dates on order receipts We use a
number of initiatives to reduce the impact that the business
has on the environment, including closed loop carrier bag
recyclng, green van delivenes and ongoing energy efficiency
projects n CFCI We also use electnc vans as part of the
delivery fleet at our London spokes

Questions and Answers
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Principal risks and uncertainties

Identifying and monitoring risks
The Group faces a number of rsks and uncertainties that may have an adverse impact on the Group's operation, performance
or future prospects

It s important for the Board to effectively manage risks and opportunities 1n seeking to achieve the Group's objectives
The Directors have overall responsibility for nsk management and internal control systems The Group's system of nisk
managementi 15 described in the statement of corporate governance

The risks and uncertainties described below represent those which the Directors consider to be the most significant in
achieving the potential success of the Group's strategy However, these prinaipal nsks and uncertainties do not comprise all of
the nsks associated with the Group and are not set out in any order of prionty Additional risks and uncertainties currently not
known to the Directors and/or which the Directors believe to be less matenal, may also have a matenial adverse effect on the

Group's business, financial condrison or future prospects The relevant mitigating factors are also descnbed betow

Risk area Potential impact Mitigation
Strategy
Expansion of CFC1 and A critical part of the Group's strategy 1s to Managerment seek to manage the timing,
construction expand its operations mn the UK by further integration and testing of CFC| capacity projects
of CEC2 developing CFCI and building CFC2 at Dordon,  so as to minimise operational disruption The
Warwickshire to significantly mcrease its capacty  Group has employed additional labour at CFCI
to service customers The Group Is currently to protect customer service levels during work
undertaking several capacity enhancing projects to insiall further capacity This increased labour
in CFCI which are highly complex and can result  is expected to be phased out as the installation
in operational difficulties whilst they are being works are completed
tested and integrated into the current cperation
Additional capacity projects will be needed In Construction of CFC2 1s ongoing The Group
the future to realise CFC1's full capacity While has a detarled plan for the management and
projects are undertaken these could have a resourcing of the CFC2 project and the Directors
negatve impact on the operational efficency of  have oversight of the project to ensure that it
CFCI, customer fulfilment, delivery timeliness and  can stay on schedule and within budget. The
ultimately the Group's financial performance The  Directors are confident that the business systems
Group's ability to develop CFCH and replicate of CFCI can be replicated and enhanced in CFC2
its business model 1n CFC2 cost-effectively and {and in any further CFCs in the future) within the
in a timely fashion will depend upon a vanety parameters of the capral expenditure budget set
of factors, notably the Group's ability to hire for the CFC2 project and that It can continue to
and train employees to operate the CFCs, successfuliy complete and integrate projects to
management resources, the Group's ability to expand CFCI
write addional complex software systems to
operate the CFCs the Group's ability to roll
out the business systems and infrastructure,
the retention of reliable developers, and the
avallabiity of appropriate equipment and the
contractors to design and install such equipment.
Expansion of non-food  Part of the Group's strategy 1s to significantly The intial expansion of the non-food range will
product range expand s non-food product range  Demand be into product categories that are adjacent

from its customers for many categores of non-
food products 1s relatively untested and significant
customer demand will be needed i order to
deliver the Group's anticopated growth in non-
food sales The Group's capability to develop the
non-food business cost-effectively and 1n a timely
fashion in the medium term will depend an 1ts
ability to develop and integrate the necessary
infrastructure and business systems needed to
support the targeted diverse and large non-food
product range

to the extsting Ocade product range, such as
kitchenware, which the Directors anticipate can
be largely supported by the Group’s existing
infrastructure and systerns and expect will require
Iimited capital expenditure The Group has

and will continue to retain, recrurt and train the
necessary employees to manage the non-food
business and has some plans for implementing the
necessary business systems and infrastructure to
support the longerterm extension of the non-
food range
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Risk area Potential impact Mitigation
Operational
Single CFC The Group 15 dependent on the continued The Group has some documented disaster

operation of CFCI (and to a lesser extent, the
Spokes) in order to satisfy customer orders Any
disruption {such as a result of an IT failure or a
fire) to the operation of CFC in particular; or a
Spoke may therefore have an adverse effect on
the Group's financial position or affect the ability
of the Group to economically deliver products to
certain customers

recovery procedures which are aimed at
minimising certan possible disruptions to the
business In early 2012, the Group achieved the
Insurance industry recognised "Highly Protected
Risk” status CFCI 1s protected by fire and
security systems and has a full contingency plan
1o manage power outages The Group also has
insurance policies in place which cover business
interruption to certan maximum levels n
addition, the eventual operation of CFC2 will hmit,
in part, the effect of any falure at CFCt Spokes
are able, to some extent, to serve geographies of
neighbouring Spokes

Relationships with

third parties
Relabionship with Ocado's reputation and brand s based, at least The Group has a successful relationship with
Wartrose in part, on its relationship with Waitrose  If Waitrose which 1s now In its twelfth year The

the Sourcing Agreement with Wartrose were

to end or if Waitrose were unable to source
products for the Group, Ocado would need to
engage additional personnel to (1} find or create
replacement own-label products, and (i) find
appropriate supphers and negotiate equivalent
pnces tself

Cther than with regard to non-grocery products,
the Sourcing Agreement with Wartrose contains
provisions which restrict the extent to which
Ocado can source products other than from
Wartrose, and the extent to which Ccado's range
of Ocado own-label products may be expanded

The Group 15 reliant on'Waitrose for its sourcing
and pnicing of much of the Group's product range
including accurately estimating and passing on the
Groupss share of supplier bonus and overnder

payments

If the parties terminate the Sourcing Agreerment
after certan competitors of Wartrose or John
Lewis gain control of the Company, Ocado 1s
obliged to pay Wartrose a maximum fee of £40
mithon

Sourcing Agreement with Waitrose wall continue
this relationship until at feast 2017 The Group
15 not particularly dependent on the Wartrose
supply chain as about 84% of products are
delivered directly to CFCt by the relevant
suppher or manufacturer

QOcado has about 620 Ocado own-label products
and will further extend this range The sales of
Ocado own-label products is closely monitored
to ensure that the mrts in the Sourcing
Agreement are not exceeded The DCirectors

do not believe that the restrictions on Ocade
own-label products will have a significant impact
on the growth of the business or their intended
expansion of the range of products stocked by
Gcado

The Group has reviewed the most significant

of Waitrose's supplier arrangements to give it
oversight of the supplier support payments and
their allocation between Wartrose and Ocado for
the perod,

Principal nsks and uncertainties
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Principal risks and uncertainties conunued

Risk area Potential impact Mitigation

IT systems and

secunty and

inteliectual property

IT systerns The Group relies to a very significant degree The Group has an [T strategy that 1s amed at

on the efficient and uninterrupted operation

of the internet and its IT and communications
systems The Group's business model relies on
the complex integration of the Group's Webshop,
mobile apps, the highty automated CFC I, materal
handling equipment and the order fulfilment and
delvery operations Operational problems in
the Group's core systems and technologies (such
as computer server or system failures, network
outages, software performance problems or
power failures) can result In customer orders
beng unable to be captured on the Group's
website or processed through CFCI, or errors
and delays in their defivery

ensuning plans are in place to have Informaton
systemns and new technology that provide the
capabiiities necessary for the Group to mantan
the integrrty and reliability of its business The
Group has disaster recovery plans io maintain the
integrity of its IT infrasiructure The Groups IT
systems are housed 1n a purpose-built data centre
and 1t has a separate disaster recovery location
which houses standby servers for all of the critical
systems and Iive replica data storage systems Al
crivcal communication links between CFCI and
the disaster recovery location are provided via
two diversely routed fibre optic cables and the
Group 1s provided with internet connectivity
simuttaneously by two major internet service
providers

IT security If any comprormise in the Group's [T security
and fraud measures or payment processing systems were
to occur, the Group's reputation may be harmed
and 1t could lose 1ts customers The Group relies
on third parties to provide payment processing
services and Is exposed to typical fraud nsk
in refatien to card payments The Group 1s
also subject to IT regulaticns and compliance
requirements

The Group uses encryption and authentication
technology to provide the secunty necessary

to effect the secure transmission of Information
from 1ts customers, such as card payments and to
reduce possible fraud The Group’s customers’
confidential data is protected by both physical
and systems centrols The Group's Websheop 15
regularly tested for vulnerabitity by third parties
from inside and outside the Ocado network.
Relevant accounting, IT and other procedures
and controls at all levels are clearly set out and
sormne of which are audited across the business to
reduce the risk of fraud Qcado took significant
steps In 201 | 1n its Payment Card Industry Data
Securtty Standards (“PCI") compliance plan by
maving all credrt and debit card processing to a
PCl compliant external payment service provider

Intellectual property The business, [T systems, bespoke software

nghts and intellectual property are not protected by
patents or registered design nghts which means
that the Group cannot inhibit competitors from
entenng the same market If they develop similar
technology independently In addition, third
parties may independently discover Ocado's trade
secrets and proprietary information or systems

In order to minimise the disclosure of intellectual
property outside the organisation, the Group
chooses to rely on copynght, confidentality and
licence agreements with ts employees, customers,
suppliers, consultants and others to protect its
intellectual property rights, rather than take other
protective measures
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Risk area Potential impact Mitigation

Financing

Funding for capital The Group's £100 million credit facility may The Group Is able to manage whether any such

expenditure be terminated by the lenders if the Sourcing terminatron nghts will anse under the Sourcing
Agreement with Waitrose 1s terminaied for any Agreement and hence any potential tmpact on
reason the debt facility {with the exception of the change

of contral termination night described above)
Liquidity To manage the working capital needs of the The Group mantains a mixture of short and

business and to finance the Group's expansion
plans the Group 15 rellant on being able to
arrange and maintain sufficient financing and to
comply wrth their condrtions once established

The most matenal of the Group’s facilities 1s its
£100 millon credrt facility A material reduction
in forecast EBITDA could lead to a breach of
covenants under this facrlity which would put the
Group In default of this faciity and would allow
the lenders to terminate the facility This would
teopardise the Group's expansion plans and
would threaten the Group's ability to continue as
a going concern

medium-term debt and lease finance arrangements
that are designed to ensure that it has sufficient
avallable funds to finance its operations The Board
monitors rolling forecasts of the Group’s liquidity
requirements based on a range of conservative
growth scenanos to ensure it has sufficient cash to
meet operational needs while mamntaining sufficient
headroom on ks committed borrowing facilities

at all times so that the Group does not breach
borrowing limits or covenants (where applicable}
on any of its borrowing faciities As part of this
the Board continues to monitor the timing and
amounts of uncommitted expenditure on capital
projects Expendiure on these caprtal projects and
other discretionary expendiure can be delayed if
the Group 1s performing at the lower end of the
range of these scenanos

Under all the above scenanos the Directors have

a reasonable expectaton that the exisung faciliuies
provide sufficient funding for the Group to operate
as a going concern and to continue with many of its
plans to expand the business. The Group regularty
reports to and meets with rts key lenders to ensure
that they are fully nformed of the current business
performance and future financing requirements of
the Group

Exchange rate, interest
rate and commodity
fluctuations

Any depreciation of sterling in relation 1o the
eurs could Increase the sterling equivalent of the
price paid for the machinery used in CFC2 and
to expand the capacity of CFC| (which 1s mostly
purchased from suppliers located in countries
that have adopted the euro) Fluctuations in the
cost of commodities affect the prices that the
Group pays for its grocery products and (in the
case of diesel) to deliver to customers, and often
these cost increases are absorbed by the Group
Fluctuations in interest rates will impact the
finance costs to the business

The Group has a policy, controlled by the treasury
commiitee {and monrtored by the Board), to
hedge certain foreign currency and interest rate
exposures through the use of derwvative financial
instruments and fixed and floating instruments
There are approval parameters for hedging
arrangements and a pohcy to monitor and review
hedging arrangements including short and long-
term foreign exchange rates, interest rates and
counterparty risk
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Principal risks and uncertainties continued

Risk area Potential impact Mitigation

Staff ]

Staff retention and The Group s reliant on its key management The Directors continue to keep management
recrutment in particular, and staff for the operation of and staff remuneration and incentvisation under

its business and expansion of the business,
notably CFC2 The Group's ability to recrurt,
retain and motivate suitably quakfied and
experenced staff 1s important for the Group’s
success The relationship between the Group
and its workforce will be influenced by the
Union of Shop, Distributive and Alhed Workers
(USDAW™Y  USDAW participates in the
Group’s employee representative body, the
Ccado Coundil, since being formally recogrised
by the Group In November 20f | in respect of
the Group's hourly paid staff in relation to pay,
working hours and holdays

review to ensure it remains competitive and
motivating The Group has a written management
succession phan for alf key roles and made
development plans for management

The business has had good relations with its
workforce to date The Ocado Council provides
the forumn to discuss the terms and conditions of
employment for the workforce and provide for
further engagement with staff

Risks relating to the
industry

Competrtion and the
online grocery market

The trend in UK food retailing of moving from the
traditicnal grocery market to the online grocery
market may not continue in part because of
changing economic condrtions

The Group may be adversely affected (via loss of
market share or by dminution of its gross margin
through price competition) by the entrance of
new competitors in the online grocery market
or if the traditional grocery retailers, ncluding
Waitrose, invest heavily in their online operations

The Directors believe that the online grocery
market will continue to grow rapidly in the UK,
particularly as the number of people shopping
online has continued to Increase

Ocado has a business model which s predicated
on offenng our customers a superior service

in terms of product quality and convenience,
reliability and accuracy of delivery, as well

as environmental efficiency The Directors
believe that continuing to improve the Group's
propnietary intellectual property and bespoke
IT systems (including the Group's Webshop and
maobile apps the stock management systems, the
customer delivery system and the van routing
systerm) means that the Group (s able to maintain
its market leading online grocery offer

UK and global economic
conditions

The Group's performance may depend on factors
outside the control of the Group which impact
on UK consurner spending and demand, including
econemic and financial condrions The difficult
economic environment in the UK 1s kkely to
result 1n increased retall price competition in the
UK grocery market and lower product margins
because of increased promotional actvity which
will mean that maintaining the Group's gross
margins will be very challenging in addition,
current economic conditions may lead to a
reduction in the Group's sales or sales growth
rate

The Group regularly reviews its approach

to pricing, marketing and product range for
appropnateness 1o market conditions and to
adapt to customer feedback and pricing inmiatives
of its competitors The Group intends to
significantly expand its product range (including
non-grocery and Ocado own-label ranges) and

s tnaling various customer retention and pricing
intiatives in order to help meet its gross margin
expectations
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Mitigation

Regulation and
safety

Health and safety law

A violation of health and safety laws refating to
the Group's operations or construction of CFC2
or expansion of CFCH could lead to inury to
employees, negative publicrty and reputational
damage, fines, costly comphance procedures

and In very serious circumstances, a temporary
shutdown of all or part of the business, or a delay
in construction of CFC2

The Group's health and safety department
maintans and monrtors procedures, which are
ahgned with the retevant regulations and industry
standards The Group’s staff are trained in safe
workplace practices The Group has safety
procedures and reporiing structures for the
CFC2 construction project

Product safety

The Group s subject to a wide vanety of
regulatory requirements including those n
relation to the manner in which it sources, stares,
handles and sells products (such as meat and fish)
10 customers and relaung 1o the operating of s
physical facilities  Any regulatory Investigation or
belief that the products (ncluding Ocado own-
label products) supplied by the Group caused
Ifness or injury to customers or cthers could
adversely affect the Group's reputation with
existng and potential customers and its financial
performance

There Is an established legal and regulatory team
in place to monitor developments and to ensure
that all exisung regulations are complied with
The Group has a food technology department
which monrtors the Group's faciltbies, its vans
and its procedures to ensure quality standards
and compliance with apphicable food Jaw and
which haises with the Waitrose food technology
department

Government regulation

A dhange 1n regulations relating to the intemet
and online retal operations, consumer protection
taws, the processing of customer data, the
environment (such as carrier bags), or the sale,
licensing or storage of products could adversely
affect the manner in which the Group currently
conducts s business or the Group’s operational
costs Regulations govern the weight limits of the
loads that each delivery van and LGV can take
and the number of hours that drivers can work
on consecutive days, which constrain the potential
delivery efficiency of the business

The Group has an established governance process
in place to menitor regulatory developments and
to ensure that all existing regulations are comphed
with The Group's delivery routing software and
customised vans (which are specifically designed
to improve load-carrying capacity) help maximise
the operational efficiency of the Group's delvery
Infrastructure within the scope of the existing
regulatory requirements
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Corporate social responsibility report

Introduction

Operating our business In a responsible way 1s fundarmental both
to the way we operate and to delivering sustanable profits and
long-term value for our shareholders

This corporate social responsibility report explans how the
Group cames out its responsibilities with respect to the
emaronment, employment practices and the communrty

Environment

Part of the Company's strategy Is to be the UK's greenest,
most innovative and best value online grocer Ocado aims to
provide a greener, more sustainable alternative to store-based
supermarkets

A traditional supermarket requires deliveries first to be made
to a regional distnbution centre and then to the supermarket
self Customers will often drive to the supermarket in order
to shop, and the supermarkets themselves require energy to
be It and heated, and tend to have open fndges and freezers
tn an otherwmse ambient environment  Ocado delivers from
a Customer Fulfilment Centre {(sometimes via a Spoke) to

a customer’s kitchen, which eliminates much of the carbon
emissions generated by traditional supermarkets and their
stores, and also reduces the number of cars on the road
Each OCcado delivery van replaces a significant number of car
journeys every day

This sustainable atternative has been reflected in awards made
to the Company in recent years Amaong the awards, Ocado
was voted Green Retailer of the Year 2009 in The Grocer
Gald Awards and received the Good Farm Animal Welfare
Award 2011 in the Compassion in World Farming Awards for
Ocado own-label eggs

The Group has taken a number of other steps in response to
new carbon reduction legsslation and to address the lessening
of its carbon footprint, as set cut below

Cimate Change Agreement. Ocado has signed-up to the
Climate Change Agreement (with the Carbon Trust), which
places certain obhgations on the Group to monitor and lower
carbon usage

10 10 campaign In 2010, the Company signed-up to the

10 10 campaign, which 1s a campargn run by an independent
UK chanty, the 10 10 Trust, aimed at reducing carbon
emissicns by [0% in a year The Company continues to
support the campaign, and has signed up as a partner for
2012 The Company has not had ts carbon ermissions audrted
for the perod since signing up to the 10 10 campaign, so
cannot yet measure whether 1t has met this target However,
the Company measures rts carbon emissions on an ongoing
basis using a baseline measurement These records show that
it has been reducing its carbon emissions aganst previous
penods when measured as a percentage of the Groups sales

Electric vans Ocado has co-developed eleciric powered vans,
which are now part of our delivery fleet at our White City
Spoke

Green van deliveries Customers can choose a ‘green van slot’
when booking a defivery time (that is, when a delivery van is
already booked in that customer’s area) which helps minimise
the carbon impact of that customers delivery

Energy efficiency project. Ocado invested almost £02 milhon
n the pertod on a project to iImprove the integrity of the
chilled picking area in CFC! by closing up small air escape
holes, upgrading doors and building airlocks in arder ta
reduce the loss of chilled ar These changes will help to
provide the business with energy savings Ocado makes 1t

a standard requirement for new sites and new fit outs of
existing buildings that they use energy efficient highting, motion
detectors and daylight controls as part of its energy saving
commitrnents

Environmental initiatives undertaken
The Group has taken a number of measures to reduce rts
environmental impact, as set out below

Responsible bag recyciing The business has a closed-loop
grocery bag recycling system, whereby when making a
delivery, CSTMs offer to collect used camer bags (both
Okcado bags and any other company's plastic bags) from
customers which are then recycled within the UK to make
new Ocado grocery bags

Reducing food wastage The Directors believe that the Group's
food waste as a percentage of revenue (070% of the revenue
for the period) 1s significantly less than any of its competitors
Ocado also helps its customers reduce their food waste,

by being the first online foad retaller to show guaranteed
product life on the website and by including 'use-by’ dates on
each order receipt Sorme food that 1s beyond the guaranteed
product life but within the use-by date 1s donated to vartous
chartties iIncluding Vineyard in Southend, YMCA in Watford
and New Hope Trust in Watford Any food that sn't fit for
Ccado's company shop or charrties, but 1s surtable for amimals,
i1s sent to Paradise Wildhfe Park in Broxboume along with
some allocated fresh produce Ocado also donates cat food
and cat Iitter to Cat Protection, a cat sanctuary based in

Welbwyn

Anaerobic digestion Ocado uses a process called “anaerobic
digestion”, which 1s 2 process whereby some of Ocado's food
waste 1s sent to Biogen Greenfinch, an operator of anaerobic
digestion plants, to be mixed wrth bactena and burnt to
produce electnarty and biofertihiser The Company receives a
regutar report which outlines the estimated amount of power
that has been created through this process  For example,

in January 2012 the process generated an estmated | 1,606
kilowatt hours of electricrty and made a carbon saving of
about 21,883 kilograms.

Meat Free Monday The Company supporis the “Meat Free
Monday campaign which rases awareness of the chmate-
changing impact of meat production and consumption The
Meat Free Monday campaign encourages people to reduce
their greenhouse gas emissions by having at least one meat-
free day every week.
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Supphers and products

Product range The Ocado own-label was introduced in

2010 to broaden the choice for our customers and offers
good quality products at competitive pnces  One of the key
criteria when developing the Ocado own-label range 1s that 1t
must be responsibly scurced The Company supports British
and EU farming and, where possible, sources relevant Ocado
own-label products from the British Isles when in season and
avalable Ocado fish i1s responsibly caught, Ocado fresh meat
and poultry 1s raised to British, EU or New Zealand welfare
standards, Ocado boxed eggs are free-range and all of the
Ocado brand bread 1s made using British wheat. Ocado has
now over 620 products in its own-label range

Wartrose Foundation Through its Sourcing Agreement

with Wartrose, Ocado makes a donation to the Wastrose
Foundation The Wartrose Foundation 1s a partnership
created in 2005 to help improve the lives of the farm
workers and smallholders in South Africa, Ghana and Kenya
who grow produce for the Wartrose Foundation range of
products A percentage of profits from the sales in this
range 1s paid into a trust to fund projects chosen by the
farm workers' and smallholders’ committees These include
educational, social and healthcare projects In 2010/201 1, the
Wartrose Foundation had launched over 200 projects, ranging
from creches to adult Iiteracy programmes, and frorm sports
teams to provision of equipment for medical chnics

Duchy Onginals products Dunng the pencd, Ocado made

a donation of about £228000 to the Prince’s Chanties
Foundation, a group of 20 non-profit organisations, through its
sales of Duchy Onginals branded products

Farr trade QCcado aims to trade fairly with its suppliers and
supports established schemes such as Fairtrade and Traidcraft,
which contnbute to the sustainable development of the
communrties where farmers and workers live The Directors
believe that Ocado has one of the fargest Fartrade range of
products of alt UK grocers

Orgontc farming Ocado has a large selection of organic
groceries Organic farming helps promote biodiversity by
using crop rotation and clover to buitd soll fertiity With
organic farming there are strict rules around anumal welfare
and how food 15 produced

Soi Association Ccado supports the Soil Association, a charrty
that campaigns for sustainable food and farming

Tetanus Vacanes for UNICEF Ocado makes donations to
UNICEF, the children's charity, in the form of tetanus vaccines
through the sales to rts customers of certain Fary and
Pampers products In the last two years, Ocado customers
donated nearty one million tetanus vaccines as part of the
Pampers/UNICEF campaign In 2012 Ocado hopes to bnng
this to a total of | 5 million vaccines

www ocadogroup com

People

Ocado's employees are key to its business and are the most
visible part of the business to its customers  Management 1s
committed to high standards of employment practice and to
providing equality of opportunity, training and development
and a safe workplace, in addion to developing intiatives
which encourage innovation

Ocado aims to be an exceptional employer, one that
recognises talent and develops people to the best of

thewr abilties In return, we ask our people to share our
determination to succeed We deliver supenor customer
service and business success through our people which s why
it 1s important for us to approprately reward, engage, listen to
and develop our employees

Rewarding our people

Since its commencement as a privately owned business,
Ocado’s policy has been 1o i1ssue share options to its
employees The rationale 15 that we want to give all of our
employees the opportunity 1o own a part of the business
We continue to grant share options in the Company to each
new employee as part of their employee benefits package

As part of Ocado's philosophy of employee share ownership,
the Group also operates the Ocado Sharesave Scheme

in which a large number of employees participate The
Sharesave Scheme 15 a savings-related share option plan
where each participating employee 1s granted options over
shares in the Company In proportion to the amount saved
by that employee Following penod end, Ccado launched

a second offer to employees to join the Ocado Sharesave
Scheme

We expect that in future, Ocado will introduce addrtionat
share schemes to both reward employees and to offer
employees further opportunties 1o become shareholders in
the Company

In addition to share schemes, we provide a range of employee
benefits including a staff discount on grocery orders (with
free delivenes on certain days, encouraging our employees

to be greener shoppers), discount shopping membership, a
discounted staff shop, pension, ife assurance, healthcare and
an employee assistance programme
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Corporate social responsibility report contnued

Engaging our people

Engaged staff help us to continue to be successful and grow
Ocado uses an annual formal employee survey administered
across the whole business to measure levels of employee
engagernent and «dentify the areas where we can become a
better employer

We continue to hold regular events, such as our annual
farmily fun day, inter-Spoke football tournament, charity
golf day, Woodland Trust tree plant team days, business
results briefings and our Chnistrnas parties These reinforce
our informal, relaxed cutture and promote our family and
community focus

Qcado’s employees are kept weltl informed of the
performance of the Group and key events concerning

the business through regular staff briefings provided by
management and through communications via the internet,
email and video and audio recordings (which are particularly
helpful for commurnicating with our large number of CSTMs}
It 15 hoped that such briefings and information will help our
employees become aware of the various factors that affect
the Company's performance

Grang our people a voice

The Ocado Councll, which 1s the Ocado employee
representative body, helps faciitate employee participation
and consuftation in our rapidly growng business The Ocado
Counal was formed in January 2010 and currently comprises
51 counaill representatives from across the business The
Ocado Council's achievements over its two years of existence
include a review of incentwves, Involvement in changes to
terms and conditions of employment, performance reviews,
organisational changes and physical working envirenment
improvements A new COcado Council registrar was appointed
in the perod

In November 201 t, Ccado signed a voluntary union
recognition agreement with the trade unmion Union of Shop,
Distributive and Allled Workers ("USDAW') in relation

to our hourly paid employees, including our personal
shoppers, CSTMs and LGV drivers This means that USDAW
representatives will participate on the Ocado Councl to
volce the views of our hourly paid employees on matters
relating to pay, hohday enutlements and working hours

Developing our people

Every employee plays a part in the Company's success and
we are focused on developing our people to the best of therr
abilties When joining the business employees underiake a
thorough induction which includes training related to their
role and orentation around different areas of the business

Ocado's people have a range of skills and expenence We
work hard to provide opportunities to move around the
business where approprate and provide training to develop
skills for current and future roles  Our in-house trarung team
deliver customer focused traning that pnontises the health
and safety of our people and meets indmvidual needs We
have created and rolled-out a new management development
programme, which gives our employees the opportunity

to progress their careers We have also implemented new
appraisal processes and succession plans

Attracting talent

We rely on talented people with drive and dedication to
delver excellent customer service This 1s why we are careful
to recrurt the nght people for the rght roles  Our graduate
programme plays an important part in developing talented
people for our future, and our careers website and onfine
apphicant tracker system allows tmely recrutment of talented
pecple for business growth

Ocado jobs

Duning the period, the average number of employees
employed by the Group increased significantly to 5,180
employees, excluding agency workers (2010 4.252)

Diversity of our people

We are committed to equal opportuniiies for all of

our people, regardless of disability or background, from
recruitment and selection, through training and development
and promotion We value diversity and through our equal
opportunities policy we are dedicated to creating an
environment that 1s free from discrimination, harassment and
victimisation, where everyone 1s treated equally regardless of
age, colour, disabilty, race, sexual orentation, martal status,
polrical views or religious belef

It 15 the policy of the Group that applications for employment by
disabled persons are always fully considered, bearng in mind the
respectve aptitudes and abilities of the applicant concerned In
the event of employees becoming disabled all reasonable effort
15 made to ensure that their employment wathin the Group
cortinues 1t 15 the policy of the Group that the training, career
development and promotion of a disabled person should, as far
as possible, be identical to that of an able bodied person

Social and community 1ssues

Charitable donations

In 2010 Ocade established a chanty committee made up

of eight employees, which increased to twelve employees in
Apnl 2011 The chosen chanty for the penod was Macmillan
Cancer Support, which was elected by Ocado employees
though the annual employee survey (described above)

Dunng the period, the charity committee organised a number
of events, including quiz rights, a summer charity ball, a cake
sale and Christmas raffle



Stock code OCDO

Ocado employees raised almost £29,000 for a number of
chanties, including MacMillan Cancer Support (£24.056
donated), the Briish Heart Foundation (£2,770 donated),
and made donations under £2,000 to the NSPCC and the
Japan Appeal

In addrtion to the money raised by its employees, Ocado
made charitable donations during the period of £29,250
(201C £14,000) which includes £20,000 to Peace Winds
(described below) £5,000 sponsorship of a visit from Lech
Walesa, the former first president of Poland, for Migrant at
Home Magazine as well as donatons (of less than £2,000)
to Peace One Day, CTT, Credit Action, the PwC Partners
Chanty Walk and various charity events Some of these
charttable initiatives are described below

Jaban Appeal Ccado established an appeal to raise moeney for
a Japanese charty called Peace Winds, who were helping over
300,000 people affected by the Japan tsunam: and earthquake
and subsequent Fukushima power plant evacuation in March
2011 by providing emergency food and blankets Ocado
appealed to its customers and staff for donations and
promised to match the first £20,000 raised The Ocado
appeal raised over £250,000 for Peace Winds

Peace One Day Peace One Day is a non-profit organisation
which has established a ceasefire and non-violence day that
occurs on 2| September each year They are commitied to
raising global awareness of the “peace day” through education
and encouraging the global community to take action Ocado
15 supporting this organisation by funding Peace One Day's
"UK atizenship resource pack’ for secondary schools Ocado
funded a full time “out-reach coordinator” for three months
to help schools use these rescurces, which were delivered to
31,500 students In the next year, Ocado intends to support
the creation by Peace One Day of a new resource for
primary school children

Christmas foed donations Each Chnistmas, Ocado donates
food for hampers to charities helping iImpovenished
communities across the country In the penod, Ocado
denated food to DENS, a charrty based in Hemel Hempstead,
SHOC based in Reading and Action for Children in Bristol

www ocadogroup com

Re-Wrap Ocado is currently producing canvas tote bags

for customers wath Re-Wrap Re-Wrap 15 2 not-for-profit
organisation which works with disadvantaged families in India
who produce the bags The materials used are sustainable
and recycled textiles and eco-friendly dyes Re-Wrap are also
a member of the World Fair Trade Organisation By working
with Re-Wrap, Ocado s helping to sustain disadvantaged
farmubies in India, retaining tradional indian craft and
supporting far trade practices

JAMI Ocado donated a significant number of deskiop
computers to the registered mental health charty, JAMI
The desktop computers were being replaced as part of the
upgrades to the Ocado customer call centre

The Group also donates money to the Wartrose Foundation
and the Prince’s Charties Foundation, as noted above

Political denations

No political denations were made by the Group to any
political party, organisation or candidate during the period
(2010 nil)
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Board of Directors

Lord Grade of Yarmouth
Chairman

Lord Grade jomned the Board as
Chawrman in 2006 He has had a long
and distinguished career in broadcasting,
encompassing ITV, BBC and over nine
years as Chief Executive of Channel

4 Television He s currently a Non-
Executive Director at WRG Worldwide
Limited, the Charman of Pinewood
Shepperton plc and also Chairman

of [ames Grant Group Limited He
was appcinted a member of the Press
Complaints Commussion Limited in
Apnit 201 In November 2010 a
Peerage of the United Kingdom for Life
was conferred upen Michael

David Grigson =
Non-Executive Director and
Senior Independent Director

Dawd joined the Board in March

2010 He 1s the Board's Senior
Independent Director and chairman of
the Nomination Committee  He has
held a number of posts, ncluding Chief
Financal Officer at Reuters Group PLC,
Group Finance Director at Emap PLC,
Chairman of EMAP Digital Limited and
Non-Executive Director of Carphone
Warehouse PLC He is currently a Non-
Executive Director at Standard Life PLC
and Trintty Mirror plc and 1s Chairman
of Creston PLC  Dawvid 1s a member of
the Chartered Accountants of England
and Wales and studied Economics at the
Uniersity of Manchester

Tim Steiner
Chief Executive Officer

Tim 1s a founding Director He has
responsibility for keeping a general
oversight of the business and strategy
Pricr to Ocade, Tim spent eight years
as a banker at Goldman Sachs Dunng
his time there, he was based in London,
Hong Kong and New York in the Fixed
Incomne division Tim graduated from
Manchester University with an honours
degree in economics, finance and
accountancy in 1992

Ruth Anderson «+:
Non-Executive Director

Ruth joined the Board in March 2010
She is chairman of the Audt Committee
Untit Apnit 2009 she was aVice-Charman
of KPMG i the UK She joined KPMG In
1976 and became a partner in 1989 She
has worked extensively as an adviser with
UK and international businesses Ruth is a
Non-Executive Director of Traws Perkins
plc and The Royal Parks, an executive
agency of the Department of Culture,
Media and Sport. Ruth is a feliow of

the Institute of Chartered Accountants
of England and Wales and a member of
the Chartered Instritute of Taxation  Ruth
graduated from Bradford University with
an honours degree In French and Sparish

Neill Abrams
Legal and Business Affairs
Director

Neill has been a Director since
September 2000, having previousty
adwised Ocado since its founding He 1s
responsible for Ocado’s business support,
including legal, insurance, nsk management,
and human resources divisions  Prior to
Ocado, Nelll was a barnster in practice

at One Essex Court and an executive
director and counse! at Gofdman Sachs
in Londen  Neill graduated from Sidney
Sussex College, Cambridge with a
masters degree in law in 989, having
previousty abtained BA and LLB degrees
from the University of the Witwatersrand
In Johannesburg He 15 also admitted as

a member of the New York Bar and as a
South African Advocate

Robert Gorrie =44
Non-Executive Director

Robert joined the Board n 2000, as

the Logistics Director In May 2006 he
becarme a Non-Executive Director Prior
to Ocado he was Group Director of
Informat:on Technology at Transport
Development Group PLC where he
spent ten years in a vanety of commercial
and operational roles Prior to that he
spent ten years in North Amenica with
the logistics service business Christian
Salvesen PLC, where he reached

the pasition of Dhrector of Business
Development. Rabert graduated from
Corpus Chnst College, Oxford with an
honours degree in modern history and
£conomics
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Andrew Bracey
Chief Financial Officer

Andrew |oined the Board as Chief
Financial Officer In Novernber 2009,
having previously adwised Ocado since
its commencement. Prnor to Ocado

he had an |8-year career in nvestment
banking at Jefferies Internaticnal, at
Barclays Caprtal as Managing Director

of Pnncipal Investments where he
undertook a number of consumer and
retall investments, ncluding Somerfield, as
Managng Director in lrvestment Bankang
at Credrt Suisse and at UBS He studied
history of architecture at Magdalene
College, Cambnidge, having previcusly
cbtaned a BA from the University of East
Angla Andrew notified the Company in
January 2012 that he intended io resign
from the Board, will be leaving after the
publication of this annual report.

David Young CBE - 14
Non-Executive Director

David joined the Board in 2000 with
the intial investment n Qcado by
John Lewis He is the chairman of

the Remuneration Commiitee Dawd
was a member of the board at John
Lews between 1982 and 2002, where
he was Finance Director and later
appointed as Deputy Chairman Having
held a number of seniar positions, he
15 currently the Treasurer of Sheffield
Unwversity Dawid read PPE at Corpus
Chrsti College, Oxford Dawid wll be
leaving the Board after the AGM on 23
May 2012

Jason Gissing
Commercial Director

Jason 1s a founding Dhrector He has
Board responsibility for Ocado's retall
actvities including buyer, suppher and
customer refationships marketing and
brand development. In addition, [ason
leads Ocado's green imtiatives  Prior

to Ocado, Jason spent eight years as a
banker at Goldman Sachs He graduated
frorm Worcester College, Oxford with an
honours degree in junsprudence n 1992

Jorn Rausing 14
Non-Executive Dhrector

Jorn joned the Board in 2003 with
the imitial investment by Apple Trust
(now the Apple Il Trust, of which he
15 a beneficary) n Ocade Hesa
Non-Executrve Member of the Tetra
Laval Group board, and a Member
of the boards of Alfa Laval AB and
Delaval Hotdings AB Jorn 1s also
Tetra Laval Group's Head of Mergers
and Acquisttions  He holds a degree
in buginess adrmimstration from Lund
Unversity, Sweden

www ocadogroup com

Mark Richardson
Operations Director

Mark joined the Board in January

2012, having been Ocado's Head

of Technology since 2001 He s
responsible for the day-to-day running
of the Ocado operaticn, including
Customer Fulfilment Centres, logistics
developments, business planning,
engineering and IT Prior to Ocado,
Mark was at the John Lewis Partnership,
where he held a number of IT positions,
including Head of Selling Systems
atWarrose Mark graduated from
University College London with a
physics degree

Douglas McCallum 4+
Non-Executive Director

Douglas McCallum joined the Board

in October 2011 Doug has been a
pioneer of the nternet industry for

17 years, for the last ten years at eBay
where he led the UK business and
then turned around the pan-European
business Prior to eBay he was founder
and general manager of a number of
businesses In the internet, broadcasting,
software and hardware industries
Douglas read PPE at the University of
Oxford and has an MBA from Harvard
Business School

* Audit Committee 1 Remuneration Committee 3 Nomimation Committee
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Statement of corporate governance

Introduction

The following sections explain how the Company applies the
main princtples set out in the UK Corporate Governance
Code, June 2010 issued by the Financial Reporting Councl
{the “2010 Code "), as required by the Listing Rules of

the Financial Services Authority and meets the relevant
information prowvisions of the Disclosure and Transparency
Rules of the Financial Services Authority This statement of
corparate governance covers the following

the role of the Board,

the Board's effectiveness,

the Board's committees,

the Group's risk management and internal control
framework, and

® relations with the Company's shareholders and the AGM

The Company has appled the principles and complied with
the prowisions of the 2010 Code dunng the penod, save as
described below Where the Company has not complied,
the reasons for non-compliance are stated, ncluding the
period where it has not complied (if refevant) and the
relevant provisions in the 2010 Code Recognising that 1t 1s
a newly listed company {with its Admission on 26 July 2010)
the Board has the goal of moving the Company towards {ull
compliance with all provisions of the 2010 Code as swaitly as
practicable The Company will continue to put in place new
governance arrangements i order to meet that objective

Further information on the 2010 Code can be found at
www frc org uk.

Thus separate statement of corporate governance forms
part of the Directors’ report as required by the Dhisclosure
and Transparency Rule 7 2 | and accordingly 1s approved

by the Board and signed on behalf of the Board by a
Director Certain parts of this statement of corporate
governance have been reviewed by the Company's auditors,
PricewaterhouseCoopers LLP for comphance with the 2010
Code to the extent required, as mandated by Listing Rule
98 I0R(2)

For the Chairmanss statement on the Company's corporate
governance see the Chairman's letter on page 3

The Board

The Company s led by the Board The names, responsibilities
and details of the current (as at the date of this annual
report) Directors on the Board are set out in the Board of
Directors section on pages 28 to 29 Dunng the penod and
following peried end there were a number of changes to the
Board, both on the executive and the non-executive sides

Mark Richardson was appointed to the Board on

23 January 2012 1o a newly created Board role of Operations
Director Mark was previcusty Ocado's Head of Technology
He 1s now responsible for the day-to-day running of the
Ccado operation, mcfuding Customer Fulfiiment Centres,
logistics developments, business planring, engineerting and

IT At this time, Jason Gissing, one of the co-founders of the
business and current Executive Director and Neill Abrams,
current Executive Director and Legal and Business Affairs
Director assumed changed executive responsibilities  Jason
assurmed the new Board postion of Commercal Director;
responsible for Ocado’s retal actvriies, including buying,
supplier and customer relationships, marketing and brand
development. Neill assumed responsibility for HR, which was
previausly part of Jason's former role

The Company appointed three Non-Executive Directors

to the Board Douglas McCallum joined the Board on

3 October 201 | as 2 Non-Executive Director Wendy Becker
was appointed to the Board as a Non-Executive Director,
such appointment to take efflect on 30 March 2012 On

14 March 2012, the Company announced the appointment
of Alex Mahon as a new Non-Executive Director, such
appeintment to commence on | June 2012

The Company announced on 23 January 2012, that Executive
Director and Chuef Financial Officer; Andrew Bracey, had
tendered his resignation from the Board, and that he was
expected to leave following publication of this annual report
Andrew Bracey will join Michael Page International plc as ris
new Chief Financial Officer A formal process to identify his
suCcessor Is angoing

The Company also announced on 23 January 2012 the
retirement of David Young, a Non-Executive Director, from
the Board, such retrement to take effect on 23 May 2012,
being the date of the Company’s AGM

The Non-Executive Director, Patrick Lews, resigned from
the Board effective on |5 February 201 | As stated in the
Company's Prospectus dated 6 July 2010, the John Lews
Pension Fund agreed with the Company that Patrick Lewis
a Non-Executive Director onginally appointed to the Board
in October 2009 by the John Lewss Pension Fund, would
step down from the Board if the John Lewis Pension Fund's
holding of ordinary shares in Ocado fell befow |0 per cent of
the 1ssued ordinary share capitat of the Company On

b! February 201 |, the Company announced that the John
Lewis Pension Fund had sold its entire shareholding in the
Company Accordingly, Patnck Lewis resigned from the
Board, as agreed
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Director election

The rules that the Company has about the appomntment and
replacement of Directors are described in the Directors'
report on pages 56 to 57

In order to maintain fugh standards of corporate governance,
the Articles require each Director to retire at every annual
general meeting (each Director may offer umself or herself
for reappointment by the members at such meeting) The
Directors (current at that tire) were re-elected at the

last annual general meeting on | | May 2011 Each current
Director, including the appointed Directors noted above, will
seek re-election by shareholders at the Company's AGM on
23 May 2012, except Andrew Bracey who has tendered his
resignation, David Young who will retire as Non-Executive
Ehirector and therefore wili not be seeking re-election and
Alex Mahon whose appointment is effective on | June 2012
A bicgraphy of each current Director (as at the date of ths
annual repert) 1s set out in the Board of Directors section on
pages 28 to 2%

Chief Executive Officer
The Companys Chief Executive Officer 15 Tim Steiner His

biographical details are set out on page 28

The Chairman

Lord Grade joined the Board as an independent Non-
Executive Director and Chairman in 2006 His biographical
detalls are set out on page 28 and indicate the Chairman’s
significant time commitments outside of the Company
Dunng the pertod these other commitments changed with
Lord Grade's appointments as Director of WRG Worldwide
Limited, a creative agency, and as a member of the Press
Complaints Comrmussion Lirmted

Dwision of responsibilites between Chairman
and Chief Executive Officer

There 15 a clearly esiablished and long-standing division

of responsibiliies between the Chairman and the Chief
Executive Officer which 15 set out in writing and has been
approved by the Board The Chairman s responsible for
leadership of the Board, and ensunng its effectiveness Lord
Grade was responsible during the pentod for influencing the
direction of the Board's agenda and ensunng that adequate
ume was allocated to discussing agenda iterns including the
most material business matters, such as strategy

The Chief Executive Officer 1s responsible for the day-to-day
management, operations and resufts of the Group executing
the strategy once agreed by the Board and making proposals
to the Board for the strategic development of the Group

He creates a framework of strategy, values, organisation and
objectives to ensure the successful delivery of results, and
allocates decision making and responsibilities accordingly He
takes a leading role, with the Chairman, in the relationship
with all external parties and in promoting the Company

www ocadogroup com 31

Senior Independent Director .

David Grigson, who joined the Board as an independent
Non-Executive Director in February 2010, 1s the Board's
Senior Independent Director His biographical details are set
out on page 28 The Senior Independent Director's role s ta
provide a sounding board for the Chairnan and to serve an
intermediary for the other Directors when necessary The
Senior Independent Director s avallable to shareholders

of the Company to assist In resolving concerns of such
sharehelders

Independence

The 2010 Code recommends that at least half of the board
of directars of a UK Iisted company, excluding the chairman,
should compnise non-executive directors determined by the
board to be independent in character and judgement and
free from relationships or circurmnstances which may affect, or
could appear to affect, the director's judgement

The Board, as at the date of this annual report, comprises

12 members The Directors expect that at the time that

the varous Board appaintments and resignations (outlined
above) take effect the Board will compnise |3 members,
including the Chairman, five independent Non-Executive
Directors, five Executive Directors and two Non-Executive
Directors who are not deemed to be independent for

the purposes of the 2010 Code The Company does not
therefore comply with the relevant requirements of the 2010
Code (provision B | 1} in refation to the balance of Executive
and independent Non-Executwe Directars

The Company expects that as exsting members of the
Board step down and new directors are appointed, the
Company will became compliant with the 2010 Code in this
respect. The Board believes that providing some continuity of
leadership s important and therefore has taken a measured
approach to transforming the Board to one that 1s compliant
with the independence requirements of the 2010 Code In
due course, the re-composed Board (including the Director
appointees) will comprise eight Non-Executive Directors, of
which the Charman, David Gngson, Ruth Andersen, Douglas
McCailum, Wendy Becker and Alex Mahon are deemed
independent as defined in the 2010 Code However in
respect of the other Non-Executive Directors

Statement of corperate governance

® Robert Gorne 1s not deemed independent for the
purposes of the 2010 Code because he was an
Executve Director of Ocado from April 2000 until April
2005 and has been a Non-Executive Director since May
2006 He also provides consulting services to the Group
under a separate consulting agreement and acts as
charrman of the Ocado Councll, and

® forn Rausing 1s not deemed independent for the
purposes of the 2010 Code because the Apple Il Trust
{of which he 1s a beneficiary) 1s a major shareholder of
the Company

QUR PERFORMANCE

ABOUT OCADO

OUR RESPONSIBILITIES

OUR FINANCIALS



32

Statemment of corporate governance

QOcado Group plc Annual report and accounts for the 52 weeks ended 27 November 2011

Statement of corporate governance continued

Non-Executive Directors

The Non-Executive Directors have wide and vaned skills
and commercial experience which they bring to the
deliberations of the Board and the Board commuttees, as
well as their ndependent judgment on Group strategy, risk
and performance The Board considers that its size and
composition and that s balance of skills and expenence Is
appropriate for the requirements of the business

The Chairman seeks ta ensure the effective contribution

of the Non-Executive Directors and constructive relations
between the Non-Executive Directors and the Executive
Directors, particularly during discussions at Board meetings
At the Board's strategy conference held in june 2011, the
Board discussed the Group's medium-term and long-term
plans and cbjectives The Non-Executive Directors debated
such proposals presented by management and provided
input to help develop these plans Such constructive debates
on Group strategy are considered by the Directors to

be benefical in that they assist the Company to facus s
efforts and planning in the most effective areas for delivering
business growth and to balance the nsks associated with
those changes

As required under the 2010 Code, each Non-Executive
Directors letter of appointment to the Board sets out clearly
the expected time commitment from them to the Company
and at the time of appointment the relevant Non-Executive
Director confirmed that that be or she s able to devote
sufficient time as 1s necessary to the performance of his

or her duttes The Board 15 satisfied that each of the Non-
Executive Directors has sufficient time avallable to devote to
the Company

The terms and condritions of appomntment of the Non-
Executive Directors are available for inspection at the
Company's registered office (duning normal business hours)
and at the Company's AGM

The Board’s role

The Board s collectively responsible for the long-term
success of the Company Subject to the Articles, the
Campantes Act and any direchions given by special resolution,
the business of the Company will be managed by the Board
who may exercise alt of the powers of the Company

The Board has a number of key responsibilities and formally
reserved powers, as set out in the schedule of matters
reserved for the Board The Board has responsibility for
the overall management of the Group and for setting and
reviewing the Group's long-term objectives and commeraal
strategy, including determination of the nature and extent
of the significant nsks that the Board 15 willing 1o take to
implement its commerctal strategy The Board has oversight
of the Group's operations, including management and

planning, sound risk management and internal control systems,

adequate accounting and other records and compltance

with statutory and regulatory obligations Other reserved
matters include approval of the annual report and half-yearly
report, the Group's budgets, the authortty levels for caprtal

expenditure, the treasury policy; and any governance policies
The Board's role also includes oversight of the Group’s capital
structure including any share 1ssues and share buy backs The
Directors report on pages 60 to 61 includes a description

of the powers of the Directors to 1ssue and buy back the
Company's shares

Duning the period, the Boards activities included

® receving reports from senior management on trading,
business performance, financing and operational projects,

® receving progress reports from senior management on
the construction of CFC2 and an the development of
capacity projects in CFCI,

® approving the annual budget and the business plart for
the Group,

® reviewing and approving the Group's results
announcerments, the annual report and Notice of
Meeting,

® receving reports on and discussing vanous business
development and strategic oppertunities,

® recewing reports on and discussing the Group’s
marketing and procurement strategy and development
of the customer offer,

® recewing update reports on health and safety, investor
relations and legal and company secretary matters,

® receving reports from the chairman of each of the
Audit Committee, the Nomination Committee and the
Remuneration Committee,

®  discussing nsk management and interal control and
reviewing the Group's nsk matrix,

® discussing succession plans and Board re-composttion,

® approving new governance policies including the Group's
anti-bribery policy; and

® approving vanous new share scheme issues including a
second 1ssue under the Group's JSOS scheme and a new
share incentve plan

In addition, the Board convened its strategy conference at
which the Board discussed the Group'’s medium and long-
term strategy and plans Vanous papers were presented by
sentor management to the Board on potential projects for
the growth of the business in future Some of these plans
were priontised by the Board and were progressed over
the perod induding the Group's expansion of its non-food
product range

The Board delegates to management the detailed
implementation of matters approved by the Board and

the day-to-day operational aspects of the business The
Executive Directors and the Management Committee meet
twice weekly 10 review operational performance and to
monitor implementation of certain projects A project team
meets frequently to monitor progress of development of
the CFC2 project Management has authority to undertake
capital expendrture without Board approval up to certain
pre-approved expendrture thresholds and above which the
expenditure must be elevated to the Board for approval
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The Board delegates certain responsibilities to 1its principal
committees, namely the Audit Committee, the Remuneration
Committee and the Nomination Commitiee The committees
keep the full Beard apprised of their work and refer matters
requring resolution to the full Board for approval as
appropriate The Audit Committee monrtors the integrity

of financial nformation and reviews the effectiveness of

the financial controls and the internal contrel and nisk
rnanagement systems The Remunerauon Committee

sets the remuneration policy for Executive Directors and
determines their mdvidual remuneration arrangements The
Nomination Committee recommends the appointrnent of
Directors and has responsibility for evaluaung the balance of
the Board and for succession planning at Board level Further

Board of Directors'

Audit Commuttee

www ocadogroup com

detalls concerning the committees of the Board are set out
below, as required by Disclosure and Transparency Rules 727
and 728 and the 2010 Code

Attendance

The table below shows the attendance of the Directors
{during the period) at scheduled Board and Board committee
meetings during the pertod The Board had scheduled | |
Board meetings during the period and convened three
additional ad hoc Board meetings The composition of two
of the Board committees changed dunng the period, as
described in the Board committee’s description set cut below,
hence some members of the committees did not attend all
of the relevant cormmittee meetings during the penod

Remuneration Committee Nomination Committee

Actual Possible Actual Possible Actual Possible Actual Possibfe
Executive Directors
Tim Steiner 4 14 - - - - - -
Neill Abrams 14 14 - - - - - -
Andrew Bracey 14 14 - - - - - -
Jason Gissing 13 14 - - - - - -
Non-Executive Directors?
Lord Grade
(Charrman) 14 14 - - - - 3 3
David Grigsen 12 j4 5 5 - - 3 3
David Young 13 14 5 5 3 3 3 3
Jorn Rausing I 14 - - 2 3 2 3
Ruth Anderson 14 |4 5 5 3 3 3 3
Robert Gorne 14 14 5 5 3 3 3 3
Douglas McCallum?® pi 2 - - I I - -
Former Directors
Patrick Lewas! 2 3 - - - - - -

Notes

' As noted above vanous Directers have jemed the Board sance the end of the peniod namely Mark Richardsen Wendy Becker and Alex Mahon and so are not histed in the attendance table
* Jorn Rausing, David Gnigson and Patnck Lewss did not attend the Board meeting an 4 February 201 | as the date of Board meeting had been changed at short notice and these Directors already had

prior commitments
* Douglas McCallum joined the Board of the Company on 3 October 2011
* Patrick Lewns resigned from the Board of the Cormpany effective on |15 February 2011
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Statement of corporate governance continued

Information and professional development
The Chairman is responsible for ensuring that all Directors
are properly bnefed on issues anising at Board meetings and
that they have full and timely access to relevant nformation
The qualrty and supply of information provided to the Board
was reviewed as part of the Board evaluation exercise, noted
below

Non-Executive Directors appointed to the Board dunng the
penod participated 1n an induction programme including a
CFCI wisit, work in CFC1 as a personal shopper and making
delvenes accompanying a CSTM on a delivery route The
induction also includes meetings with members of senior
management and receipt of an induction booklet comprising
the Group’s key Board and govermance documents and policies

The Board receved reports and presentations from some
members of senior management from tme-to-time which
help maintain the Non-Executive Dhrectors’ understanding
of the business and the sector and maintain their inks to the
remainder of the business, on matters such as the non-food
business plan, CFC2 planning and progress and succession
planning During the period a Board meeting was held

at CFC| This allowed the Non-Executive Directors the
opporiunity to see ihe development, testing or operation
of various new caprtal projects at CFC1 A Board meeting 1s
scheduted to be held at CFC21in 2012

The need for Director training 1s assessed by the Charrman
from time-to-time  The Company Secretary, Neill Abrams,
arranged for newly appointed Directors to receive
information and a presentation on the duties and obligations
of a hsted company director Traiming for Directors 1s availlabte
via various external advisers to the Company, on an ongong
basis to meet any particular needs Following the end of

the period, the Non-Executive Directors were inwited to

jorn a non-executive director network group which provides
access to know-how on current 1ssues relevant to the role of
company director Members of the Audit Committee receve
written know-how and technical updates from the Company's
auditors, PnicewaterhouseCoopers LLP 1o keep them abreast
of the latest accounting, audrting and tax developments

The committees have access to sufficient resources to
discharge their duttes, as required by the 2010 Code In
this regard, remuneration consultants had adwvised the
Remuneration Committee on executive remuneration
dunng the periocd The Company retained the services of
professional services consuhants for the recrutment of new
Directors Members of the Board may take independent
professional advice at the Company's expense 1n the
furtherance of ther duties

Company Secretary

The Board 1s assisted by the Company Secretary (who s also
the Legal and Business Affatrs Director), Neill Abrams, who
reports to the Charman in respect of his core secretanal
duties to the Board All Directors have access to the adwice
and services of the Company Secretary He has responsibility
for ensuring that Board procedures are followed and for
governance matters The Company Secretary, under the
direction of the Chairman, was respansible for ensuning good
information flows within the Board and its committees, as
required under the 2010 Code The appointment and remaoval
of the Company Secretary s one of the matters reserved for
the Board

Conflicts of interests

The Compantes Act provides that directors must avord a
situation where they have, or can have, a direct or indirect
interest that conflicts, or possibly may conflict, with a
company's interests  Directors of public companies may
authorise conflicts and potential conflicts, where appropriate,
if a company's articles of association permit

Each Non-Executive Director's letter of appointment

sets out the requirement for disclosing conflicts to the
Chairman and the Company Secretary As part of s or her
induction process, a newly appointed Drrector completes a
questionnaire which requires thern to disclose any conflicts of
interests to the Company No Director has declared to the
Company any actual or potential conflicts of interest between
any of his duties to the Company and his private interests
and/or other duties, except in the case of an Executive
Director who holds the position of Directar of the Company
and director of a number of Group subsidiary companies

Whenever a Director takes on additional external
responsibilities, the Board considers any potential conflicts
that may arise The Board will continue to monitor and
review potential confiicts of interest on a regular basis

Director insurance and indemnities

The Company mamntains directors’ and officers’ hability
insurance cover far s Directors and officers as permitted
under the Company's Articles and the Companies Act

Such insurance polictes were renewed during the period

and remain in force The Company also indemnifies the
Directars under an indemnity deed with each Director which
contains provisions that are permitted by the director liability
provisions of the Companies Act and the Company’s Articles
An indemnity deed 1s usually entered into by a Director at
the time of their appointment to the Board Qualifying third
party indemnity provisions (as defined by section 234 of the
Companies Act) were in force dunng the pencd and reman
in force for the benefit of the Directors (and any officer) of
the Company or of any assocated company
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Board performance evaluation

The effectiveness of the Board s mportant to the success
of the Group and accordingly the Board considers that
reviewing its own performance 1s helpful

During the period, each of the Executive Directors was
subject to a full performance evaluation from each other, the
Management Committee and the Non-Executive Directors

In addition, the Board carned out a Board evaluation in
which all of the then current Directors participated (except
those noted below) This evaluation covered the Board, the
Rermuneration Committee, the Nomination Commuittee, the
Audit Committee and each of the Non-Executive Directors
indvdually and was designed to assess how well they

were performing collectively and individually, and how their
performance could be improved

These evaluations were based on a written questionnare
custormised by the Company Secretary with support from an
external consultant, Independent Audsit Limited The Board
evaluation questionnaire covered the following key areas
strategy, leadership and accountability, Board effectiveness,
quality of information presented to the Board, Board culture,
nsk governance and interaction with management Each
Board committee questionnaire sought to evaluate that
committee’s performance in fulfiling ts functions and key
responsibiliies as set out in the relevant committee’s terms of
reference The questionnaires were i1ssue based with scoring,
but the Directors were encouraged to expand con therr
scorng and assessments with additional comments, including
with respect to areas for iImproverment

The findings of the evaluations were rewewed by the Company
Secretary and the Chairman and a report summansing the
findings was provided to each Director The Board discussed the
Board evaluation report noting areas for improving effectveness
in future The Chairman separately reviewed the indwidual Non-
Executve Director performance evaluation reports

In addrtion the findings of the Board committee evaluations
were reviewed by the Company Secretary and each
commitiee charman and a report summartsing the findings
was delivered to each committee The committees will use
these evaluation findings as the basis for formulatung plans
for improving their effectiveness in future The Remuneration
Committee recommended that iIndmdual performance reviews
form a formal part of the critena taken into account in the
Executve Director remuneration
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The Chairman and the Non-Executive Directors met without
the Executive Directors being present, as required by the
2010 Code, to discuss the performance of the Board and the
Executive Directors The Sentor Independent Director and
the Non-Executve Directors also met without the Executive
Directors or the Chairman being present, as required by the
2010 Code, and subsequently met with the Chairman to
provide feedback

The explanatory notes set out In the Notice of Meeting

for the AGM state the reasons that the Board believes

each Dhrector proposed for re-election at the AGM

should be re-appointed The Board has based, in part, its
recommendations for re-election on #s review of the results
from the Board evaluation process and the Chairman's
review of mdmdual evaluations wiich concluded that each
Director's performance centinues to be effective and that
each Director has demonstrated substantial commitment to
the role {incuding time for Board and committee meetings
and other responsibilities)

Vanous Directors did not participate m the Board evaluation
process but are standing for re-election at the AGM Douglas
McCallum joined the Board dose to the penod end and
two Directors (namely Mark Richardson and Wendy Becker)
Joined or expressed their intention to join the Board after
the end of the pericd Consequently the Board based its
recommendation to re-elect these Directors on the same
reasoned principles and judgrents rt applied in appointing
the Directors to the Board at that time  Finally, Alex Mahcn
who will join the Board after the AGM on 23 May 2012, 1s
expected to stand for re-election at the 2013 annual general
meeting

During the penod, the Board agreed to conduct a Board
evaluation process facilitated by an independent third party in
a future period, as required by the 2310 Code The Directors
considered that such review would be more valuable to the
Board at a later point at which the re<omposed Board had
had sufficient time to settle, given the sigmificant changes to

its make-up during the penod and intended changes in the
shori-term
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Statement of corporate governance continued

Board committees

As envisaged by the 2010 Code, the Board has established
three Board committees the Nomination Committee, the
Remuneration Committee and the Audit Committee The
Chairman of each committee provides a report or update

of each meeting of the respective committee to the Board

at the subsequent Board meeting The committees are
described in more detall below, as required by Disclosure and
Transparency Rules 715,727 and 728 and the 2010 Code

Nomination
Committee

The Nomination Committee’s principal responsibility 1s to
keep the composition and balance of the Beard under review,
consider succession planning, lead the process for Board
appointments and make recommendations to the Board

on all new appointments and re-appointments of Directors
The Nomination Committee also makes reccrmmendations
for the membership of the Audit Committee and the
Remuneration Committee

During the period the Nomination Committee met prnmanly
to discuss the compositron of the Board and the recrutment
of new Non-Executive Directors to help with the Company's
objective of moving the composition of the Board towards
compliance with the 2010 Code Subsequent to penod end,
it met to discuss the appointment of two new Non-Executive
Directors and the process for the recruitment of a new Chief
Financial Officer of the Group

Meetings The Nomination Committee meets when
necessary and will normally meet no fewer than twice a year
The Nomination Committee met three times duning the
peried

Members and chairman The Nomination Committee 1s
chaired by the Senior Independent Director; Dand Grigson,
and all of the other Non-Executive Directers (including the
Chairman) are members of the Nomination Committee The
composition of the Nomination Committee changed during
the penod with the appointment of Douglas McCallum
effective on 3 October 201 | and will change subsequent

to perod end with the appomntments of Wendy Becker and
Alex Mahon

Independence The 2010 Code requires that a majority of
members of a nomination committee be independent non-
executive directors

The Nomination Committee, as at the date of this annual
report, compnses seven members The Directors expect
that at the time that the vanous Board appointments and
resignations (noted above) take effect the Nomination
Committee will comprise exght members, including the
Chairman, five Independent Non-Executive Directors, and
two Non-Executive Directors who are not deemed to be
independent for the purposes of the 2010 Code  Accordingly,
the Company will comply with the relevant requiremenits of
the 2010 Code

Non-Executve Director Appointments The Company had
previously stated its cbjective to re-balance the Board in
favour of Non-Executive Directors wha are considered
independent under the 2010 Code The Nomunation
Committee’s work has resulted in the recrutment of three
new Independent Non-Executive Drrectors, namely, Douglas
McCallum, Wendy 8ecker and Alex Mahon

In each case of Non-Executve Director appointment, the
process was led by the charman of the Nominaton Committee
Professional services consultants, Lygon Group and The Zygos
Partnership were instructed by the charman of the Nomination
Committee In connection with separate recrutment processes
In each case, the Nomination Committee considered the skills,
knowledge, background and expenence required for the role
of the non-executive director; and prepared a job specification
forthe role A number of Directors including the chaiman of
the Nomination Committee, the Chairman, the Chief Executive
Officer and other Directors interviewed numerous candidates
for each role of non-executve director The Nomination
Committee also specified the time cammitment expected of the
role and confirmed with candidates that each had sufficient time
avallable to devote to the role Following extensive searches,
the chairman of the Nominaton Committee made separate
recommendations to the Board to appaint as ndependert
Nor-Executve Director Bouglas McCalium, Wendy Becker
and Alex Mahon As noted above, the appontments of Wendy
Becker and of Alex Mahon o the Board were made following
the penod end
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Executive Durector Appointments The Nominatton
Committee's and Board's deliberations during the penod
included a discussion about the size and compasition of

the Executive Director team The Board felt that additional
executive support for the Chief Executive Officer would be
needed n overseeing the Group's operations  Consequently,
in January 201 |, the Board approved the appointment of
Mark Rechardson, previously Head of Technology and a
long-standing member of the Management Committee to the
position of Operations Director This new Executive Director
role means that Mark Richardson has taken responsibtlity

for the day-to-day technical and operating side of the
business, and i turn allows the Chief Executive Officer to
spend addrtional trme on the Group's strategy and growth
plans This appointment was also significant in that it was the
Group's first internal promaotion to executive director level

Following the announcerment on 23 January 2012 that
Executive Director and the Chief Financial Officer, Andrew
Bracey, had indicated that he ntended to resign from the
Board, the Normination Committee commenced a formal
process to wentify his successor This recrutment process
which 1s being conducted by Tim Steiner and the Company’s
director of Human Resources, under the oversight of the
Nomination Committee, 15 ongomng as at the date of this
annual report.

Reviewing Board composon The Nomination Committee
will continue to meet regularly to consider the Board size
and composition and to ensure that plans are in place for the
orderly succession of appointments to the Board including
Executive Director roles

The Company will continue to seek to recrurt new
non-executive directors so that the Board meets the
independence requirements of the 2010 Code  Given the
large number of changes to the Board in the past |2 months
the Nomination Cormmittee has decided to allow some time
for the current Board composition to settle before making
further appointments

As part of this process, the Nomination Committee expects
to reassess n due course the current balance of skills and
experience of the re-composed Board with the aim that it
will highhight areas of skill and expenence that could be filled
by any new Board appointees, in future

www oCadOgroup com

Dwerstty In considenng the size and composrtion of the
Board the Nomination Committee had taken account of
vanous factors including skills, expernience and diversity of
the existing Board The Nomination Committee remained
censcious of the need to address the diversity of the Board,
including gender diversity, as part of its plan to recruit new
nen-executive directors As noted above, both of the most
recent appointments to the Board are women

Terms of reference As descnbed above, the Nomination
Committee has reviewed its own performance and terms

of reference to ensure 1t 1s operating effectively and has
recommended any changes rt considers necessary to

the Board for approval As a resutt, amendments to the
Nomination Committee’s terms of reference were made and
approved by the Board

The Nomination Committee’s revised terms of reference are
avallabte on the website (www ocadogroup com/corporate-
responsibllity/corporate-governance aspx) and set out the
Nomination Committee's responsibilities

David Grigson
Chairman of the Nomination Committee
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Statement of corporate governance continued

Remuneration
Committee

Role The role of the Remuneration Committee s 10
determine and recommend to the Board the remuneration
policy for the Chairman of the Board, the Executive Directors
and the Company Secretary This includes base safary, annual
and long-term incentive entitlernents and awards and pension
arrangements In determining the remuneration policy,

the Remuneration Committee takes into account many
factors including the need for a significant proportion of the
Executive Directors' remuneration to be structured so as

to hnk rewards to business and individual performance, as
required by the 2010 Code

Members and chairman As at the date of this annual report.
the Remuneratton Commuittee is chaired by Dawid Young and
its other members are Ruth Anderson, Robert Gorrie, Jorn
Rausing and Douglas McCallum The composition of the
Remuneration Cormmittee changed durmg the period with
the appointment of Douglas McCallum to the Rermuneration
Committee effective on 3 October 2011 and will change
subsequent to period end wath the appointment of Wendy
Becker to the Remuneration Committee effective 31 March
2012 Effective immediately following the Company's AGM,
Wendy Becker will assume the role of Rernuneration
Committee chairman when the current charman, David
Young, retires from the Board

The Director of Human Resources, the Chief Executive
Officer and company secretaniat attended some or all of the
Remuneration Committee meetings during the period

Independence The 2010 Code requires a board to establish
a remuneration committee of at least three members, all of
whom must be independent non-executive directors

The Remuneration Commuttee, as at the date of this annual
report, compnses five members, The Directors expect

that at the time that the vanous Board appointments and
resignations (cuthined above) take effect the Remuneration
Committee will be re-composed and include three
independent Non-Executive Directors (Ruth Anderson,
Douglas McCallum and Wendy Becker), ard two Non-
Bxecutive Directors who are not deemed to be mdependent
for the purposes of the 2010 Code  Accordingly, the
Company does not comply with the relevant requirements
of the 2010 Code n refation to the membership of the
Remuneration Committee

Meetings The Remuneration Committee will normally meet
no fewer than two times a year Dunng the period, the
Remuneration Committee met on three occasions

Duties The Remuneration Commirttee’s key duties, as set out
In tts terms of reference, are as follows

® determine and agree with the Board the framework or
broad policy for the remuneration (including pension)
of the Company’s Chief Executive Cfficer, the Chairman,
the Executive Cirectors and the Company Secretary,
inctuding the need for a significant proportion of
Executive Directors’ remuneration to be structured so as
te link rewards to corporate and indwvidual performance,

® review the ongoing appropriateness and relevance of the
remuneration policy;

® approve the design of, and determine targets for any
performance related schemes for Executive Directors
operated by the Group (ensuring that the performance
related elements of Executive Directors’ remuneration
are stretching and designed to promote the long-term
success of the Company and the Group) and annual
payments made under such schemes In designing such
schemes, the Remuneratien Committee should follow
the provisions in Schedule A to the 2010 Code,

® review the design of all new long-term schemes {as
defined in Listing Rute LR 9 4) and significant changes to
such schemes for approval, in each case, by the Board
and shareholders (save in the circumstances permitted
by the Listing Rules) For any such schemes, determine
each year whether awards will be made and if 5o, the
overall amount of such awards and the individual awards
to the Executive Directors and the Company Secretary,

® ensure that contractual terms on termination, and
any payments made, are fair 1o the indmdual, and the
Company or the relevant member of the Group (as
applicable), that faiture 1s not rewarded and that the duty
to mitigate loss s fully recogrised,

® within the terms of the agreed policy and in consultation
with the Chairman andfor the Chief Executive Officer as
approprate, determine the total indmdual remuneration
package of each Executive Director; the Company
Secretary and the Charman including bonuses, incentive
payments, share options or other share awards and any
compensation payrments,

® n determining such packages and arrangements, give due
regard to any relevant legal requirements, the prowvisions
and recommendations in the 2010 Code and the Listing
Rules and assooated gudance

® review and note annually the remuneration trends across
the Group The Remuneration Cornmittee should also
maonitor the level and structure of remuneration for
senior management,

® oversee any major changes In employee benefits
structures throughout the Company ar the Group,

® review the policy for authonsing claims for expenses
from the Chief Executive Officer and the Chairman,

® ensure that all provisions regarding disclosure of
remuneration, ncluding pensions, are fulfilled,
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®  be responsible for establishing the selection critena,
selecting, appointing and setting the terms of reference
for any remuneration consultants who adwise the
Remuneration Committee, and

® obtan reliable, up-to-date information about
remuneration in other companies, with a view to Judging
where to position the Company relative to other
companies The Remuneration Committee shall have full
authority to commission any reparts or surveys which it
deems necessary to help it fulfil its obhgations

Principal activities of the Remuneratron Committee In line
with its terms of reference, the following key matters were
considered by the Remuneration Comrmittee during the
period (and in some cases shortly after period end)

® approval of the 2010 Directors’ remuneration report,

® appointing and receiving a report from remuneration
cansultants concerning the Executive Director
remuneration and advice on the 201 | annual Incentive
plan,

¢ mplementation of the 200 | annual ncentive plan
including consideration of the design, selection of
performance targets and finalising the plan niles,

® review of performance under the 201 | annual incentive
plan and consideration of any bonuses payable,

& consideration of the 2012 annual incentive plan,

® review of the design and scope of proposed new share
schemes for all employees including a share incentive
plan and the second share issue under the |SOS scheme,

® receving a report from management on Executive
Director remuneration benchmarking,

®  censulting the Chief Executeve Officer on performance
and remuneration of the Executive Directors,

® receving a report on Group-wide and management
remuneration for 201 | and 2012

® undertaking a tender process for the appointment of
a new remuneration consultant to advise in respect of
2012 onwards,

& oversight of the proposed new Management Committee

contracts,

® review of the Rermuneration Committee’s performance,
and

® review of and proposed amendment to the terms of
reference

Drirectors’ remuneration report The Remuneration Committee
has produced the Directors’ remuneration report (see pages
46 to 55) and wall put it to the Company's shareholders for
consideration at the AGM on 23 May 2012

External Advice The Remuneration Commitiee appointed
and receved adwice during the penod from remuneration
consultants, Towers Perrin (now Towers Watson), on certan
remuneration issues  The Remuneration Committee 1s
satisfied that there 15 no connection between the Company
and Towers Watson

waww ocadogroup com

In additton, the Company received advice from BDO LLP
{who prowided tax adwice}, Slaughter and May (who provided
tax and schemes adwice) and Appleby Trust (Jersey} Limrted
{who adwvised on the employee benefit trust) in connection
with the implernentaton of the Group's second issue of
shares under the |SOS scheme

Since the perod end, the Remuneration Committee

had undertaken a competitive tender process for the
appointment of new remuneration consultants to advise

the Remuneration Committee  This process, which

had involved the input from the Chtef Executive Officer
resutted in the appointment of the remuneration adwisers,
Deloitte LLP Deloitte LLP have been appotnied by the
Rermuneration Committee as #s independent adviser; such
appaintment to commence after the date of this annual
report. The Remuneration Commuttee is satisfied that there
15 no connection between the Company and Deloitte LLP
Deloitte LLP confirmed to the Company that it 1s a member
of the Remuneration Consultants Group and as such
operates under the Code of Conduct in relation to Executive
Remuneration Consutting in the UK

fn addition to the external advice receved the Remuneration
Commuttee consulted and receved reports from the
Company's Chief Executive Officer; the Director of Human
Resources and the Deputy Company Secretary

Terms of reference As descnbed above, the Remuneration
Committee has reviewed its own performance and terms
of reference to ensure it 1s operating effectively and has
recommended any changes it constders necessary to

the Board for approval As a result, amendments to the
Remuneraticn Committee's terms of reference were made
and approved by the Board

The Remuneration Committee’s revised terms of reference
are avallable on the website (wwwocadogroup com/
corporate-responsibility/corporate-governance aspx) and set
out the Remuneration Committee’s responsibilities

David Young
Chairman of the Remuneration Committee
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Statement of corporate governance contnued

Audit
Committee

Role of the Audit Commuttee The Audit Commiitee s primanly
respansible for

® monttonng the integrity of the financial statements of the
Company and the financial reporting process,

® monttonng the effectiveness of the Company's internal
financial controls and its internal controf and nsk
rnanagement systems,

® reviewing the audit plans of the external auditors and far
monitoring the conduct of the audt,

® reviewing the effectiveness, independence and objectivity
of the auditors and monitoring the Company's policy
on the engagement of the auditors to supply non-audrt
services,

@ monitonng the need for an internal audit functicn, and

®  making recommendations to the Board for a resolution
ta be put to shareholders of the Company in relation
to the appointment and remuneration of the external
auditors

The Audrt Committees full terms of reference, which set
out the abave responsibilities, are available on the Corporate
website (www ocadogroup com/corporate-responsibility/
corporate-governance aspx)

The following section describes the work of the Audit
Commuittee in discharging these responsibilities

Composition of the Audt Commuttee The Audit Committee

15 chared by Ruth Anderson, and 1ts other members are
David Grigson, David Young and Robert Gorne  As required
by the 2010 Code, Ruth Anderson and David Grigson are
considered by the Board to have competence in accounting
and/or auditing and recent and relevant financial experence
The biography of each member of the Audit Committee 15
set out on pages 28 and 29

The composrtion of the Audit Committee did not change
dunng the period The Audit Committee’s make-up will
change effective on | June 2012 when new Non-Executive
Director; Alex Mahon joins the Board and becomes a
rmember of the Audrt Committee

independence The 2010 Code requires a board to estabhsh
an audit committee of at least three independent non-
executive directors  From the perspective of the 2010 Code
only two of the four members of the Audit Committee (Ruth
Anderson and David Grigson) are independent Therefore
the Company does not comply with the 2010 Code in this
respect. When Alex Mahon joins the Audit Committee

and David Young retires from the Board three of the four
members of the Audit Committee will meet the 2010 Code
defintion of an independent non-executive director

Meetings and attendance The Audit Committee held five
meetings dunng the penod to coincide with the Company's
reporting timetable Attendance at the meetings 15 shown
on page 33 The Chief Financial Officer; Andrew Bracey,
and senior members of the finance department, company
secretanat and the audrtors regularly attended the Audit
Commuttee meetings during the penod

The Audit Committee met with the auditors during the
penod to discuss ther remit and any 1ssues ansing from
the audit, without management being present. The Audit
Cormmittee also met with the Group's finance executives
without the auditors present.

The external auditors had meetings with the chairman of the
Audit Committee without the Company’s finance executives
present

Principal activities of the Audit Committee
The Audit Committee undertook a number of principal
actimttes during the penod as described below

Financial statements and reporting The Audit Committee
reviewed the Group'’s financal statements including, prior to
the period end, a review of the significant financial reporting
issues, estimates and judgements The Board and the Audrt
Committee have reviewed the narrative reporting for this
annual report and accounts, as well as the haif year report
and accounts [n addibon, the Board reviewed prior to
publication the vanous interim management statements and
trading statements made by the Company

The Audit Committee and the full Board reviewed the basis
for prepanng the Group consolidated financial statements on
a going cancern basis including in particular the assumptions
undertying the going concern statement and the associated
risk factor disclosures The Audit Committees review
included consideration of the repoerts produced by the
Company In connection with the audit work.
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internal controls and risk management The Audit Commiitee
recewved regular reports from management on the
Company's risk management plans and processes The
Cempany's internal control and risk management systems are
described in more detall below

The Audit Committee also received and considered reports
during the pericd on the work under taken by the auditors,
PricewaterhouseCoopers LLP in reviewang and auditing the
Group's control environment and rewiewing the financial
reporting procedures, which the Audit Committee took
iNto account In assessing the quality and effectiveness of the
Group's systems of internal control

Internal gudit. The Group does not have a dedicated internat
audit function The Audit Committee considered the need
for an internal audit function, as required by the 2010 Code
(provisicn C 3 5) and concluded that, gven the Group's
current stage of development and existing monitaring

and internal control measures, it was not necessary The
Audit Committee was satisfied that management had

given sufficient assurances that other monrtoring processes
(iIncluding internal reviews of the Group's operations
undertaken periadically by senior finance staff) were being
apphed and would be developed using the existing expertise
of the finance department to help ensure that the Group's
systern of internal control was functioning as intended The
Board accepted the Audit Committee's recommendation

to not establish an internal audrt function The need for

an internal audit function will be monstored by the Audit
Committee and subject to an annual review in 2042

Whistle blowing and fraud The Audit Committee receives an
update at each of its meetings from management on whether
there have been any frauds or iImproprieties including those
raised through the Company’s whistle blowing procedures
The Company’s whistle blowing procedure, which allows the
Company's employees to report concerns anonymously, 1s
set out in the employee handbook. No instances brought to
the attention of the Audit Committee dunng the peniod were
viewed as matenal in the context of the Group However,

as a result of such reporting, measures were congsidered

by the Audit Committee and taken by the Company to
improve certain internal controls, including physical securtty
procedures at some of its sites
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Bribery Act. In July 201 |, the Bribery Act 20(0 came into
force Consequently the Board approved an anti-brbery
policy which sets out the Company's approach to dealing
with bribery and corruption and provides guidance for
employees on when gifts and hosprtality given or receved
dunng the course of employment are acceptable or
prohibited The Audit Committee receives a report at each
of its meetings concerning the gifts and hospitality register
{which was established duning the penod) and any 1ssues

of non-comphance with the anti-bribery policy The Audnt
Committee will continue to montor comphance with the
policy and the Company's procedures for the prevention of
brbery and will review the effectiveness of the policy in due
course The Audit Committee’s terms of reference were
amended to reflect this expanded remit,

Review of responsibilittes  The Audit Commitiee has reviewed
rts own performance and terms of reference to ensure it

1s operating effectively and has recommended any changes

to the terms of reference it considers necessary to the

Board for approval As a result, amendments to the Audit
Commuttee’s terms of reference were made and approved by
the Board

External auditors

The Audit Committee’s work during the penod included
oversight of the engagement of the external auditors
PricewaterhouseCoopers LLP

Auditors’ independence The 2010 Code requires that the
Board establish formal arrangements for maintaining an
appropriate relationship with rts auditors and to explain how
the auditors objectivity and independence 1s maintained
Durning the period, the Audit Committee developed and
implemented the Company's policy which restricts the
engagement of 1ts audrtors in relation to non-audit services
to help ensure that the provision of non-audit services by
the Company's auditors does not have an impact on their
independence and objectivity The policy apphies the guidance
set out In the Guidance on Audit Committees 1ssued by the
Financial Reporting Council in December 2010

The majority of the non-audit work undertaken by the
Company's auditors PncewaterhouseCoopers LLP dunng
the penod was (1) the review of the Company’s half-year
accounts, and (i) tax and accounting advice provided in
relation to the Company’s establishment of a subsidiary
entity In Poland and associated work. Given the auditors’
knowledge 1n these areas and the relatively small engagement
fees concerned it was concluded that it was in the interests
of the Company to utlise the services of the auditors
(rather than another third party prowider) for the non-audrit
work. The total of non-audit fees and audit fees paid 1o
PricewaterhouseCoopers LLP during the perod is set out 1n
the Note 2 | 3 to the consolidated financial statements
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Statement of corporate governance continued

PricewaterhouseCoopers LLP also follows its own ethical
guidelines and the Auditing Practices Board's Ethical Standard
5 — Non-Audrt Services Provided to Audited Entities, and
continually reviews its audit team to ensure its independence
1s not compromised

The Audit Comimittee 1s satisfied that, notwrthstanding the
Company's audrtors, PncewaterhouseCoopers LLP had
provided non-audit services to the Group during the period,
the quantum of such non-audit fees relative to the audit fees
together with the other measures taken by the Company
and the audrtors to safeguard independence, mean that
PricewaterhouseCoopers LLP's independence from the
Group was not compromised In the arcumstances

Audttors’ re-appointment and remuneration In relation to
considering the re-appointment and remuneration of the
auditors, PricewaterhouseCoopers LEP the Audit Committee,
in ine with the Company's policy on auditors re-appointrment.

® reviewed the proposed terms of engagement and the
proposed audit fees for the previous audt,

® evaluated the effectiveness and performance of the
PricewaterhouseCoopers LLP audit team on the
previous audrt (as noted above), and

® made certan assessments about auditors independence
(noted above), and recerved assurances from
PricewaterhouseCoopers LLP regarding their cngoing
independence

The Audit Committee was also satisfied as to the adequacy of
the previous audrt plan and that the tevel of audit fees payable
in respect of the audn services provided was appropnate and
that an effective audit could be conducted for such a fee

On the basis of this review of the previous audit, the Audrt
Committee recommended to the Board the re-appointment
of PricewaterhouseCoopers LLP as auditors to the Company
and that the remuneration and terms of engagement of
PricewaterhouseCoopers LLP as auditors to the Company
be approved {as required by the 2010 Code) The Board
accepted these recommendations and proposals will be

put to the sharehaolders at the AGM on 23 May 2012 that
PricewaterhouseCoopers LLP be re-appointed as auditors
of the Company and that the Directors be authorised to
determine the level of the auditors’ remuneration The
existing authonty for the Directors (including the Audrt
Committee) to determine the current remuneration of the
auditors is derved from the shareholder approval granted at
the Company's annual general meeting in 201 |

The Audit Committee discussed during the period, the
requirements of the APB Ethical Standards for Audrtors for
the rotation of audit partners The Audit Commuttee has
monitored the auditors’ comphliance with this requirement, as

set out In the Company's auditors appointiment pohcy (which

reflects the guidance laid out in the Guidance on Audit :
Committees published by the Financial Reporting Council
(sin December 2010}) and confirms that the policy has been
complied with As a resutt, the audit partner will rotate after
the date of this annual report

Internal control

Overview The Board has oversight of the systern of internal
controls for the Group and for reviewing the effectiveness
of such a system Certain of these responsibilities have
been delegated to the Audit Committee, which reports to
the Board Management is responsible for mplementing
and mantaining the necessary internal control systems and
processes

Review* The Audit Committee has, in the period reviewed the
effectrveness of the Company’s system of internal controls,
including financiat, operational and compliance controls and nsk
management systems As noted above, its review had included
consideration of reports prepared dunng the penod by the
Company's auditors. Nerther the Audit Committee’s nor

the Board's deliberations concerning internal control have
included a detalled consideration of the Turnbull Guidance’
{Internal Control Revised Guidance {for Directors on the
Combined Cede {October 2005) 1ssued by the Financial
Reporting Councll), for reviewtng the effectiveness of internal
control There Is an ongoing process for identifying, evaluating
and managing the nsks faced by the Group and the operational
effectiveness of the refated controls A systemn of Internal
controls has been in place dunng the penad, up to the date

of approval of this annual report. The Audit Committee 1s
satisfied that the controls i place are appropnate However,
it 1s mindfut that the internal control system s designed to
manage rather than eliminate risk in order to achieve the
Group's strategy and business objectives and so can only
provide reasonable and not absolute assurance against loss

IT controls  Since s Admission in July 2010, the Company
has continued to make improvements to the Group’s system
of internal controls to address 1ssues raised in the full year
external assessments including upgrades to the finangial
systems and strengthening of the finance team An important
area of internal control for the Group s information
technology ("IT"") controls and governance The Audit
Committee discussed durng the penod, placing additionat
attentron on formabsing [T governance structures to respond
to the changes in the Group’s risk environment which resutt
from the growth and increasing complexity of both the IT
function and the Group In addition, the Audit Committee
determined that further work 15 needed to refine the nisk
managerment and control processes used by the Group In
undertaking IT system upgrades, given the large number of
IT changes made to the Group’s systemns during the period
several of which resufted in significant atbert very short-term
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disruption to the Group's operations dunng the pertod The
Group's Director of Technology will report at future Audit
Committee meetings on the progress made to formalise the
Group's [T governarice structures

Main features of system The following lists the main features
of the Group’s internal control and nsk management systems
including those relating to the financial reporting process and
process for prepanng the Group's consoldated accounts

® an organisational structure with clear segregation of
duties, contrel and authority,

® comprehensive management mformatron systems for
providing management with financial and operational
performance measurement indicators each week, This
information 15 summansed monthly and reviewed by the
Board,

® formal budgeting and re-forecasting processes Vanances
from budget and forecasts are monitored and any
significant differences are explained to the Board by
management at each Board meeting,

® acaprtal approval policy that controls the Group's capttal
expenditure that restricts what can be undertaken
without Executive Director or Board approval,

® monitonng the progress of major projects, including
the CFC2 project, by management and the Executive
Directors and by the Board,

® areview of key accounting policies by the Audit
Committee each penod,

® monitoring by the Audit Committee of the integrity
of the financial statements and the financial reporting
process (discussed above),

® monitoring by the Audit Commitiee of the effectiveness
of the Company's internal financial controls,

®  ansk commitiee, which will report to the Audit
Committee, that will seek to implement risk control
processes and embed nisk analysis as part of normal
business decision-making (discussed below),

® a3 review of reports on any whistle blowing, fraudulent
actiity or bnbery by employees by the Audit Committee
each period,

® an IT secunty committee that monitors the Group's IT
securtty measures,

® 3 treasury policy overseen by the treasury committee
that manages financial nsk inctuding iguidity and controls
the Group's cash and deposits, investments, foreign
exchange and interest rates (outhned in more detail
below), and

® other control measures outlined elsewhere In this
Audrit Committee report and In the principal risks and
uncertainties section
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Treasury The Group's treasury committee reports
penodically to the Audit Committee on its activities These
reports cover vanous matters set out n the Groups treasury
policy concerning the Group's cash and deposits, Investments,
foreign exchange and appiicable interest rates  Dunng the
period, the treasury committee monitored the Group's
working caprtal, existing treasury deposits and reinvestment
options for certain bank deposits and oversaw the hedging
of the Group’s exposure to movements in interest rates and
currency in relation to CFC2

The treasury policy and treasury committee, headed by

the Director of Finance and Risk, forms part of the Group's
measures for financial risk management The treasury
committee s objectives are to minimise the risks associated
with treasury management, to ensure sufficient hquidity to
meet the Group's long and short term requirements, to
minimise financing costs and to maximise investment returns,
as well as ensunng compliance with relevant regulatory and
legal obligatrons The Group's policies and strategies for
managing financal risk to the extent matenal to assess the
financial performance or position of the Group, are discussed
in Note 45 to the consolidated financial statements and In
the prncipal nisks and uncertainties description as set out on
page 21

After the period end, the treasury committee undertook a
review of the treasury policy which it does from time-to-tme
and made recormnmendations to the Audit Committee which
were considered and discussed by the Audit Committee
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Statement of corporate governance continued

Risk management

The Board accepts that risk 1s an inherent part of the
business The Group's nsk management system 1s designed
to dentify key nisks and provide assurance that these risks
are fully understood and managed within the context of the
Company seeking to achieve ts strategic objectives

As noted above, the Board must maintain and have oversight
of the Company's nsk management and mternal control
system The 2010 Code provides that the Board should,

at least annually, conduct a review of the effectiveness of
Ocado’s nsk management systerns, while the Disclosure

and Transparency Rules require that the Audit Committee
must monitor the effectiveness of Ocado’s risk management
systems

Risk committee Management 15 responsible for implermenting
and maintaining the necessary risk management and internat
control systems and processes To help management
undertake this role, following revtew and discussion by

the Audit Committee during the period, the Company
established a sk committee  The rsk commuttee 15 not a
Board committee but rather 1s comprised of members of
senior management and the Head of Risk Management and
1s chaired by an Executive Director; the Legal and Business
Affairs Director It will report to the Audit Committee and
the Board on its responsibilities in order to help them fulfil
their duties and responsibilities The risk committee had rts
first two meetings after the penod end

The duties of the risk committee are set outin its terms of
reference and include monitonng the Campany's overall nsk
assessment processes that inform the Board's decision making
and developing, implementing, testing and reviewing internal
control mechanisms and disaster recovery planning for the
Group

The intention 1s that, in conjunction with the Company's
Head of Risk Management, the nsk committee will continue
to develop and refine the Group's nsk register, which 1s a
comprehensive register of all rsks known to management
that affect the business of the Group

The risk register wilt be reviewed by the risk commuittee as a
whole with the am of 1dentfying the key operational risks for
the Group and developing a coordinated cross-departmental
approach to improving control measures for the most
significant business nisks

Dunng the penod the Board and the Audit Committee
receved reports from management concerning risk
managerment The Audit Commitiee reviewed the risk
register, focusing on the process for compiling the sk register
at an operational level including the mrigating controls and
nsk ratings appled

In the context of reviewing the annual budget the Board
considered the key operational nsks to the Group achieving
its budget targets for the forthcoming peried In addrtion the
Board discussed from time-to-time during the period some
of the significant external nisks impacting the business, as set
out In the principal nsks and uncertainties section of this
annual report

The Audit Commrttee received a report at most of its
meetings during the period concerning the steps being
taken by management to implement a more formal and
comprehensive risk management system for the Group As
part of iis discussions, the Audit Committee (though not
the full Board, as required by the 2010 Code (provision

C 2 1)} considered, during the period, the effectiveness

of the Group's existing nsk management framework and
the recommendations made by management for evalving
that framework. As a resuft of such review, one of the key
outcomes was the establishment of the nsk committee, as
noted above

Ruth Anderson
Chairman of the Audit Committee
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Investor relations

The Company 1s committed to mantaining constructive
communicatiens with its shareholders Normal shareholder
contact 1s the responsibility of the Chief Executive Officer,
Tim Steiner; the Chief Financial Officer; Andrew Bracey

and the head of investor relations The Chairman and the
Senior Independent Director are avalable to the Company’s
shareholders to discuss any of their concerns and the larger
shareholders were offered the opportunity to meet with
the Chairman dunng the pentiod The Chairman met wath
shareholders dunng the period The Senior Independent
Director also met with a large shareholder of the Company
duning the period

The Company regularly meets with its farge investors and
institutional shareholders who, along with analysts, are Invited
to presentations by the Company immediately after the
announcement of the Company’s results The Chairman

wili usually attend such presentations by the Company The
Board regularly receives feedback from the Company's
brokers and the Executive Directors on the views of major
shareholders and the investor relations programme and also
receves reports at each Board meeting on the main changes
to the composition of the Company's share register One

of the Companys targest shareholders the Apple It Trust has
Jorn Rausing {who 1s a beneficiary of that trust) as a Director
on the Board

All shareholders can access the annual report,

trading statements, investor presentations and regular
announcemenis on the Company's corporate website (www
ocadogroup com) All shareholders can choose to receive an
annual report in paper or electronic form

www ocadogroup com

The Company's AGM

Shareholders will have the opportunity to meet and guestion
the Board at the AGM The AGM of Ocado Group plc will
be held at | 1 00 am on 23 May 2012 at One Bunhill Row,
London ECIY 8YY

A detaled explanation of each rtem of business to be
considered at the AGM 1s included with the Notice of
Meeting which will be sent to shareholders before the AGM
To allow for maximum shareholder input, the Company
offers electronic proxy voting and voting through the CREST
electronic proxy appointment service The Board proposes
that all resolutions proposed at the AGM will be taken

an a poll vote This follows best practice gurdelines and
enables the Company to count all votes, not just those of
shareholders who attend the meeting The Company expects
that the Chairman will announce the provisional voting results
at the meeting The final voting results will be announced

by the Company immediately following the AGM wia the
Regulatory News Service and will also be available on the
Company’s corporate website (www ocadogroup com)

Share capital, voting rights and significant
shareholders

Details concerning the Company's share caprtal, significant
shareholders, special nghts, voting nghts and other matters
required by the Disclosure and Transparency Rule 7 2 are set
out in the Directors' report on pages 57 to 62

Going concern and business model

The Company's going cencern statement and certain
related matters required by Listing Rule 9 8 are set out in
the Directors’ report on page 64 For an explanation of the
Company's business model as required by the 2010 Code
see the Directors’ report on page 63
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Directors’ remuneration report

Introduction

This Directors' remuneration report, prepared by the
Remuneration Committee on behalf of the Board, has been
drawn up In accordance with the 2010 Code Schedule 8
of the Large and Medum-sized Companies and Groups
{Accounts and reports) Regulations 2008, the Listing Rules
and the Disclosure and Transparency Rules

This Directors’ remuneratton report has been approved by
both the Remuneration Committee and by the Board, and
a resolution to approve the report will be proposed at the
AGM of the Company on 23 May 2012

The relevant regulations require that a company's

auditors report on the ‘audited information’ in a directors’
remuneration report and to state that this section has been
properly prepared in accordance with these regutations For
this reason this Directors’ remuneration report 1s divided

into part A (containing the unaudrted information) and part
B (containing the audited information} The Company's
auditors, PricewaterhouseCoopers LLP have reviewed Part B
of this Directors’ remuneration report.

Part A: Unaudited information

(a) Remuneration Committee

Role and operations The Remuneration Committee’s role
and duties, together with other information regarding the
operation of the Remuneraton Committee, are described in
the statement of corporate governance on pages 38 to 39,
and is incorporated into this Directors’ remuneration report
by reference

(b) Remuneration policy

Policy outline The Company's current remuneration policy for
the Executive Directors 1s to provide remuneration packages
for Executive Directors and other senior executive managers
in the Group which

®  align management’s interests with those of shareholders
by incentivising management to deliver the Group's long-
term strategy and enhance shareholder value,

® provide management with the opportunity to earn
competitive remuneration through vanable based pay;

® provide rewards comparable with those of other similar
companes to the Group, and

® enable the Group to attract and retain management
of the calibre required to run the business and dnve
shareholder value creation

Any Director who 1s apponted to any executive office shall
be entitled to recewve such remuneration (whether by way
of salary, commussion, participation in profits or otherwise} as
the Board or any committee authorised by the Board may
decide, either In addition to or in heu of thewr remuneration
as a Director In addiion, any Director who performs
services which in the opinton of the Board or any committee
authonsed by the Board go beyond the ordinary duties of a

Director, may be paid such extra remuneration as the Board
or any committee authorsed by the Board may determine
Each Director may be paid their reasonable travelling, hotel
and inadental expenses of attending and returning from
meetings of the Board, or committees of the Board or of
the Company or any other meeting which as a Director
they are entitled to attend, and shall be paid all other costs
and expenses properly and reasonably incurred by thern in
the conduct of the Company's business or in the discharge
of their duties as a Director The Company may also fund

a Director's or former Director’s expenditure and that of

a Director or former Dhrector of any holding company

of the Company for the purposes permitted under the
Companies Act and may do anything to enable a Director
or former Director or a Director or former Director of any
holding company of the Company to avoid incurring such
expenditure as provided in the Compames Act

The Board or any commitiee authorised by the Board may
exercise the powers of the Company to pronide benefits by
the payment of gratuities or pensions or by (nsurance or in
any other manner for any Director or former Director or
their relations, dependants cr persons connected to him, but
no benefits (except those provided for by the Artictes) may
be granied to or in respect of a Director or former Director
who has not been employed by or held an executive aoffice
under the Company cr any of its subsidiary undertakings

or therr respective predecessors In business without the
approval of an ordinary resclution of the Company

Performance-related versus fixed remuneration It 1s the
Company’s policy that a substantial proportion of the
Executive Directors' remuneration should be variable and
performance related 1n order to encourage and reward
supenor business performance and shareholder returns and
that remuneration should be inked to both indvidual and
Company performance

Employee share schemes Currently, the Company's
rernuneration policy for Executive Directors 1s that a relatvely
large proportion of the Executve Directors’ remuneration be
linked to their shareholding in the |SOS incentve scheme For
the purposes of Listing Rule 988(10), the Company’s current
palicy 15 that all ermployees, induding Executive Directors, are
1ssued options under the ESOS shortly afier commencing
employment wiih the Group The Company does not have

an arrangement for the annual issue of options or shares to
Executve Drirectors under the existing employee share scheres
(namely ESQS and |SOS schemes) Exceptionally, additional
options may be granted to senior employees (but not Executive
Directors) under the ESOS, from iime-to-tme The Comparty
does not have any other long-term incentive schemes
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Review of remuneration policy Since the end of the

period, the Remuneration Committee has appointed new
external remuneration advisers, Delortte LLP to advise the
Remuneration Committee The mandate, which 1s expected
to commence after the date of this annual report, will entail
the review of the Company’s existing remuneration policies
and the development of a strategy and policy for Executive
Director remuneration for the medium-term The outcomes
of this review will be reported to the Remuneration
Committee in due course In the meantime, the Company’s
existing remuneration policy outhned in this Directors’
remuneration report will continue to apply

Executive Director remuneration The current remuneration
of the Executive Directors consists of the following elements
which are outined in more detail in this report

base pay:

benus pay under the annual incentve plan,

penston,

incentivisation under the JSOS5 share scheme as well
other Group-wide share schemes namely ESOS and
Sharesave Scheme, and

® vanous other benefits including Group-wide employee
benefits

This broad remuneration framewark did not change from
the previous penod except for the introduction of a formal
bonus plan (instead of a discretionary bonus plan)

The Remuneration Commuttee considers that these
components (N aggregate ensure that there is sufficient
balance between reward for short-term success and long-
term growth of the Group

Non-Executive Director remuneration The Non-Executive
Directors’ remuneration consists of a Director fee (including
In the case of each Board committee chairman an addtional
fee for chairing a Board committee) Their remuneration
does not include bonus payments, options or shares The
remuneration policy for Non-Executive Directors did not
change dunng the period

Base pay

Basic salary for Executve Directors takes into account the
indmidual’s expenence, roles, responsibilies and performance

Thus 15 normally reviewed annually unless their responsibiliies
change For an Executve Director the Remunerabon Committee
considers base salary and increases based on the median level paid
for comparable roles within the market and the FTSE 250

One of the Remuneration Commrtiee’s dutes 1s to review and
note annually, remuneration trends across the Group Following
the end of the penod, the Remuneration Committee recenved
a report from management on the Group's current framework
for pay, share schemes and other employee benefits for semior
management and the Group generally and management's
proposals for changes to these in the subsequent penod The
Remuneration Committee took this information inte account In
making rts recommendations on Executive Director base pay

waww 0Cadogroup com

Changes in base pay The base pay for Executive Directors did
not change over the course of the pencd, and has not increased
since Decernber 2009 The Remureration Committee made
this recornmendation on the basis of a number of factors,
having first consulted the Chief Executve Officer In ight of

the lower than forecast trading performance of the business
and the operational problems faced by the business dunng the
penod, the Remuneration Committee felt that keeping base pay
unchanged for the time being was commensurate with such
lower than targeted performance and more in keeping with the
remuneration trends within the Group (which saw moderate
increases dunng the penod) '

The base pay of Executive Directors will be subject to further
review In the subsequent period as part of the review to be
undertaken by the new remuneration advisers

Director fees. Each of the Directors shall be paid a fee at such
rate as may from tme-to-time be determined by the Board,
but the aggregate of all such fees so paid to the Directors
shall not exceed £1 milion per annum or such higher amount
as may from time to time be decided by ordinary resclution
of the Company The Executive Directors are not currently
paid any fees on account of holding an office

Non-Executive Directors  The Board determines the
remuneration of the Nen-Executive Directars within the
imits set in the Company's Articles, noted above The Board
considers that the remuneration for Non-Executive Directors
reflects the time commitment and respensibilitres of the role

The fees pad to Non-Executive Directors during the perod
are set out in the remuneration table in Part B of this report

Annual incentive plan

As foreshadowed in the last annual report, the Remuneration
Committee approved that a new Executive Director annual
incentive plan be put in place for the period

The new annual incentive plan was designed to include
performance targets that were very closely aligned with the
Company's expected financial results and the Company's
strategy The 201! financial performance measures related
to the Group's sales growth and EBITDA for the penod A
srmaller but meaningful proportion of the overall bonus was
tied to a strategic target concerning the achievement of
certan budget and timing milestones for the CFC2 project.

The Remuneration Committee, in setting such performance
targets, sought to ensure that there was a balance between
achieving the Company's shorter-term objective of delivering
the financial projections for 2011 and the Company's critical
strategic objective of growing the business in the medium-
term by expanding capacity with the development of CFC2
% was antictpated that these targets would encourage and
incentwvise management to deliver the Group s business
priorities and so help to keep them aligned with the interests
of the Cempany’s shareholders
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The annual incentive plan requires the Group to achieve
stretching targets in order for the Executive Directors to be
ehgible 1o be pad the maxarmum bonus (being a percentage
of salary, 100% or below as applicable) Bonus payments, if
made, are payable in cash shortly after the approval of this
annual report

The annual incentive plan requires that the Remuneration
Committee take into account the performance of the Group
and the performance of the indwvidual Executive Directors to
determine the amount to be awarded each year

Bonus payments for the period On the recommendation

of the Remuneration Committee there were no bonus
payments made to the Company's Executive Directors under
the 201 | annual incentrve plan The annual incentive plan

for the penod stipulated that if the Group did not achieve
positive earmings before tax for the penod irespective of the
achievement of other performance targets, no bonuses would
be paid As this was the case, no bonuses were paid to the
Executive Directors

2012 annual incentive plan Following the pencd end the
Remuneration Committee approved the implernentation of
an annual incentive plan for the Executive Directors applicable
to the 2012 peniod This plan broadly reflects the framework
of the 201! annual incentive plan  In addition to the
performance measures related to sales growth, profitability
and sirategic objectives the 2012 annual incentive plan wall
alse include customer service based targets, which reflects
the Company's renewed focus on maintaning high levels of
customer service during the 2012 pertod The maximum
bonus levels payable under the 2012 annual incentive plan are
unchanged from those applicable in the 2011 annual incentive
ptan '

Non-Executive Directors  Nerther the Chairman nor any Non-
Executive Direcior were paid a bonus during the penod

Director shareholding

While the Company does not have a formal policy requinng
Directors to own shares n the Company, in kegping with
the Company's philosophy of encouraging employee share
ownershep across the Group, all Directors are encouraged to
invest it the Company's shares

The Executive Directors and most of the Non-Executive
Durectors, collectively, hold a substantaf shareholding in the
Company (as noted below), which helps 1o align their interests
with those of shareholders of the Company

Pension

Ocado contnbutes to the personal pension plans of s staff
through a defined contrbution Group personal pension
scheme which 1s administered by Standard bife  Employer
contnbutions to the scheme are a percentage of salary based
on length of scheme membership The Group’s contnbutions
on behalf of Executive Directors are on the same terms as for
other employees. All the Executve Directors participate in the
Group’s pension plan

The details of pension payments made in respect of the
Bxecutrve Directors are set out In the table in Part B of this
report

(c) Share plans

The Group currently operates three employee share
incentive schermes, described below The Executive Directors
participate n al! of these share schemes

Further information on the Group’s share schermes can be
found v Note 47 to the consolidated financral statements
The remuneratton arrangements for Non-Executive Directors
do not include share options or shares However, at the
penod end date a Non-Executive Director, Robert Gorne,
heid share optuons i the Company which were granted

to him while he held the position of Executive Director of
the Company These options expired since period end and
therefore are no longer capable of being exercised

ESOS

The Ocado 2001 Executive Share Option Scherme {"ESOS™) 1
the Group's share option scheme approved by HMRC, which
was established by Ocado in 2001 Options may alse be granted
under the terms of a schedule, which 1s not approved by HMRC

The employees who are eligble to participate in the ESOS
are all the Executive Directors and employees, including the
officers and employees of Ocado's subsidiaries

In the case of Directors no grant of options shall be made 1o
them without the consent of the Remuneration Commitiee,
as provided in the ESOS rules The number of any options

grantad to Directors 15 set by the Remuneration Committee

All Executive Directors partiopate in the ESOS  Details of
their holdings in the ESOS are set out below No options
under the ESOS were granted to Directors during the period
The Remuneration Committee does not, as at the date of
this report, have any intention of making an award of options
under the ESOS scheme to the Executive Directors

Indwidual award limits under the ESQOS are discussed below

JSOS

The J5OS 15 a share ownership scheme under which its

participants and Appleby Trust {Jersey} Limited, the EBT
Trustee, acquire separate beneficial interests in ordinary
shares in the Company

The |SOS 15 intended to retain and incentmse the Group’s
Executive Directors, the Management Committee and certan
senior employees The employees eligible to participate in
the JSOS are all bona fide employees of the Company or its
subsidiaries

The Remuneration Committee oversees the operation of
the scheme, and 1s responsible far deciding the identrty of the
participants and the number of ordinary shares that may be
acquired by them
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All Executive Directors participate in the JSO5 No shares
were Issied under the |SOS to the Directors during the period
Details of their shareholdings in the JSCS are set out below

Indwidual hrmits  While the JSOS scheme rufes do not speafy
limits applicable to indmidual partiapants in the scheme, the
JSOS rules have overnding limits on the number of shares
that may be allocated under the JSOS These diluticn limits,
which were recommended by the Remuneration Committes
and approved by the Company’s shareholders at the annual
general meeting on |1 May 201 |, are consistent with those in
the Company's other employee share schemes and within the
gudelines of the nstrtutional shareholders

Up to 7 5% of the Company's issued ordinary share caprtal may
be held under the JSOS  In addition, the [SOS 1s subject to the
following limits (1) on any date, the aggregate nominal amount
of new ordinary shares which may be allocated under the |SOS
may not, when added to the nominal amount of new crdinary
shares allocated in the previous ten years under all employee
share schemes of the Group, exceed 10% of the Company's
1ssued share capital, and (1) on any date, the aggregate nominal
amount of new ordinary shares which may be allocated under
the JSOS may not, when added to the nominal amount of new
ordinary shares allocated in the previous ten years under the
JSCS5 and any other employee share scheme of the Group
established for the benefit of selected employees, exceed 5% of
the equity share caprtal of the Company For these purposes,
no account 1s taken of ordinary shares allocated pricr to the
Admission of the Company's ordinary shares to the Official List
of the UK Listing Authonty

The Remuneration Committee consider that these limits place
significant constraint on the size of potentiat awards of shares
1o individuals {including the Executive Directors) under the
1SOS

The applicable dilution imrts in paragraphs (1) and {1} set out
above also apply to the Sharesave Scheme and the ESOS

Sharesave Scheme

The Sharesave Scheme 15 a savings-related share option plan
and 1s approved by HMRC  Under this scheme the Company
or the trustees of an employee trust may grant options over
shares :n the Company to eligible employees, including Executive
Direciors of the Company or its subsidianes To obtain an
option an eligible Individual must agree to save a fixed monithiy
amount for three years The amount saved will determine the
number of shares over which the option I1s granted

All Executive Directors participate in the Sharesave Scheme
Therr partiapation commenced with options granted in October
2010 and a savings contract period that started in December
2010 A second nvitation to employees was made under the

www ocadogroup com

Sharesave Scheme in February 2012 Employees were offered
the opportunity to participate at an opbion price which was
discounted by 10% from the applicable market value of the
Comnpany's shares at the date of grant.

Non-employee share options

In addrtion to the options granted under the ESOS outlined
above, Ocado had granted to certain non-employees optians to
subscribe for ether ordinary shares or convertible preference
shares in Ocade Limrted (and following the recrganisation that
resutted in the Company becoming the holding company of the
Group, In the Company) Options over shares in Ocado Limited
were granted to Andrew Bracey in 2002 and 2004 well before
he became a Director in 2009 Following the reorganisation that
resufted in the Company becoming the holding compary of the
Group, such options are now options over ordinary shares i the
Company

Share ownership of Directors

As outlined below, all of the Executive Directors own shares
in the Company and collectively they have a substantial
shareholding In the Company's 1ssued share capital, as at the
date of this annual report

Almost all of the Non-Executive Directors own shares in the
Company

Performance conditions in share schemes

JS0S The |SOS was structured to incentivise the particpants
(iIncluding the Executive Dhrectors) over the longer term, by
allowing the participant to benefit from the increase (if any) in
the value of the shares above a pre-determined market price
(the "hurdle price”, noted In the table below) The hurdle
prices were set by the Remuneratron Committee Interests n
the Company' shares are granted in tranches, each vesting a
year apart with a higher hurdle rate for each tranche to reflect
the targeted growth n the Company's share price over the
four year pertod  Details of this for the Executive Directors are
set out in the table in Part B below

As descrbed in detall in the Company's Prospectus, if a
participant leaves dunng the currency of the scheme, he may
lose all or part of his beneficial interest, depending on the
circumstances in which he leaves (that s, whether he 1s a "good
leaver’,“bad leaver’ or “very bad teaver) Apart from these
leaver provisions and the vesting penad for each tranche, there
are no performance condrtions attaching to the shares in the
JSCs

Given the participants tnvest their own money or take a
Company loan to pay for their allocation of shares in the
JSOS (except the Executive Directors who were holding that
posttion at the tme of entering the JSOS), they stand 1o lose
money under the J5OS i the hurdles are not met which 1s
unlike most other employee share schemes The Directors
believe that the JSOS helps to properly Incentwvise its semor
employees and that its structure helps align directly thewr
interests with those of shareholders
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There are currently no performance condrtions In existence
in connection with the Company’s other share schemes,
including the ESOS

Performance graph

The following graph shows the total shareholder retum ' TSR™)
performance of an investrnent of £100 in the Companys shares
from 1ts Admission on 26 July 2010 to the end of the penod
compared with an equsvalent investment in the FTSE 250 Index
{which was chosen because it represents a broad equrty market
index of which the Company 15 a constituent) The TSR was
calculated by reference to the moverments in share price The

(d) Service contracts

Executive Directors’ service contracts

Ocado Limrted has entered into service contracts with each

of the Executive Directors for the provision of services 1o the
Group Each of the contracts was entered into on 22 June 2010,
except In the case of Mark Richardson  Mark Richardson joined
the Board as an Executve Director on 23 January 2012, following
the penod end and his new service contract was entered into
with Ocado LUmited, effective then

The Company's Executve Director remuneration policy provides
that if their service contracts are terminated without cause, Ocado

Company has not paid a dwvidend in the perod concerned so
the Company’s TSR does not include a dwidend amcunt The

Company's TSR was calculated using a fair method
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Limited can request that they work therr notice pertod, take a
perod of garden leave or can pay an ameunt In lieu of notice

equal to one trmes their basic salary for the remainder of their
notice penod These payments wouk be subject to deductions
for tax and national insurance  The contracts contain restnctve

cavenants, which continue for 12 months after termmation The:

contracts do nat comtain any specific provisions relating to a

change of control of the business

The terms of these contracts, together with the dates on which each Executive Director (induding Mark Richardson who did not
serve as a Director dunng the perod) was apponted by Ocado Limited and the Company respectrvely, are set out below

Date of Date of Nctice Notice
appointment appointment perod by peried by
by Ocado by Ocado Company Director
Director Limited Group plc Unexpired term (months) (months} (months)  Current age
Continuous employment
until terminated
Jason Gissing 02/02/2000  0%9/03/201C by either party 12 6 4]
Continucus employment
until terminated
Tim Steiner 13/04/2000  0%/03/20:0 by either party 12 6 42
Continuous employment
until terminated
Nell Abrams 08/05/2000  10/12/2009 by erther party 12 6 47
Continuous employment
untll terminated
Andrew Bracey 03/ 1/2009  10/12/2009 by either party 12 6 45
Cantinuous employment
until terminated
Mark Richardson 0370272012 23/01/2012 by erther party 12 6 47

As explaned 1 the staterment of corporate governance on pages 30 to 45, the Company announced on 23 January 2012
that the Company's Chief Financial Officer; Andrew Bracey, resigned from the Board Andrew Bracey 1s expected to leave the

Company following the date of this annual report
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All of the Executive Directors, except Andrew Bracey, have been proposed for re-election at the Company's AGM

Non-Executive Directors' letters of appointment

The Chairman and the Non-Executive Directors do not have service contracts and were appointed to the Company by letter
of appointment. The details of each Non-Executive Director appointment (including those that served as a Director during the
period) are set out below

Date of Date of
appointment  appointment
by Ocado by Ocado Current Notice

Director Lirnrzed Group plc term perod  Current age
Robert Gorrie 01/04/2000  09/03/2010 3 years | month 52
Dawvid Young 13/10/2000  09/03/2010 3 years } month 70
Jorn Rausing 13/03/2003  09/03/2010 3 years | month 52
Lord Grade 15/09/2006  09/03/2010 3 years 6 months 69
Dawd Grigson 03/02/2010  09/03/2010 3 years I month 57
Ruth Anderson —  0%/03/2010 3 years | month 58
Patrick Lews —  0%03/2010 3 years { month 46
Douglas McCallum —  03/10/2041 3 years I month 45

The Company appointed three Non-Executive Directors to the Board, two of which are to take effect after peniod end Douglas
McCallum joined the Board on 3 October 201 | as a Non-executive Direcior Wendy Becker was appainted to the Board as a
Non-Executive Director, such appointment to take effect on 30 March 2012 On 14 March 2012 the Company announced the
appointment of Alex Mahon, 38, as a new Non-Executive Director, such appaintment to commence on | June 2012

The Company also anncunced on 23 January 2012, the resignation of David Young, a Non-Executive Director from the Board,
such resignation to take effect on the 23 May 2012, being the date of the Company's AGM  Patnck Lews resigned from the
Board of the Company on |5 February 201 [

(e) Directors’ interests in ordinary shares
The beneficial interests of Directors, serving at the end of the penod, were

Ordinary Crdinary
shares of shares of
2 pence each 2 pence each
27 November 28 Novernber

Dhirector 2011 2010
Tim Steiner 14,396,400 14,396,400
Jason Gissing 9,657,600 9,657,600
Andrew Bracey 812,555 B12,555
Robert Gornie 627,900 627,900
Neill Abrams 360,600 360,600
tord Grade 329,110 189,110
Ruth Anderson 50,000 26,666
Dawid Young 24,200 13,400
Dawvid Grigson 15,000 15,000

There have been no changes in the Directors’ interests in the shares issued or options granted by the Company and its
subsidianes between the end of the penod and the date of this annual report, except an increase in Neill Abrams’ shareholdings
and decrease in his holding of options under the ESOS due to two exerases of options in early February 2012 These share
options were due to expire on 6 February 20§12 Naeill exeraised 175,000 options at an exercise price of {0000 pence per
ordinary share and subsequently sold some of the resutting ordinary shares to fund the cost of exercising This resulted in him
holding 3,354 addtional ordinary shares in the Company after the pencd end For 90,000 options, 87,022 ordinary shares were
sold at a market price of 107 00 pence per ordinary share  For 85,000 options, 84,624 ordinary shares were sold at a market
price of 101 65 pence per ordinary share

No Director had an interest in any of the Company’s subsidiaries at the beginning or end of the period
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In addition to the above holdings certain of the Directors are discrettonary beneficaries under trusts holding ordinary shares
of the Company The interests of these discretionary beneficiaries under their respective trusts are as follows

Ordwnary Ordinary

shares of shares of

2 pence 2 pence

each each

27 Novernber 28 Novermber

Director 2011 2010
Jorn Rausing 62,740,777 59,080,100
Tim Steiner 13,291,200 15291200
Jason Gissing 7,659,300 7,659,300
Neill Abrams 1,100,800 1,100,800

In addition to the above holdings, Caryn Abrams (wife of Nelt Abrams) holds 75,000 ordinary shares, and 1s a discretionary

beneficiary of a trust holding 133,100 (2010 133,100) ordinary shares of the Company
Part B Audited information

(2) Directors’ remuneration

The following section provides details of the remuneration, pension and share interests of the Directors for the 52 weeks to

27 November 201 | and has been audrted

Salaries Benefits in Annual Total
and fees kind' bonus Total (restated)?
2011 2011 2011 2011 2010
£000 £000 £000 £'000 £'000
Executive Directors
Tim Steiner 350 4 0 354 574
Jason Gissing 250 3 0 253 403
Andrew Bracey 250 3 0 253 403
Neill Abrams® 200 3 0 203 322
Non-Executive Cirectors
Lord Grade 100 — — 100 200
Dawid Grigson 62 — — 62 37
David Young 48 — — 48 37
Ruth Anderson 50 — — 50 30
Robert Gornie? 40 — — 40 20
Jorn Rausing* 40 — — 40 —
Douglas McCallum 7 — — 7 —
Patrick Lews 8 _ — 8 i4
Total 1,405 13 — 1,418 2,040

Benefits in land compese prvate meccal and bfe msurance
! Total remuneration for 2010 has been restated to exdude employers National insurance and Company pensiarn comtributons

¥ in 2ddnion to tus role as a Non Executive Director Robert Gorme provides consuliancy seraces to the Group and chairs the meetings of the Ocado Counal He provides these services through
Robert Gorme Limited (of wich he 15 the sole sharehalder) and 1s pad a per diern fee for these services These fees are sncuded i related party transactions with key management personned n

Note 54 1o the consolidated hrancal statements

* In addmon to fes annual sabry in the current penod |6m Rausng recered (20000 relatmg to unpard accrued amounts rom the previous financal year

¥ In addrion to his role as Executive Director of the Company Nett Abrams s an alternate non-exacutive director of Mr Price Group Limited. isted on the ehannesburg Stock Exthange (repstration
number 1933/0044 1 B/06 excorporated in the Repubhc of South Afrca) The role does not ivobve any remuneration paxd o payable to Nedl Abrams and consequently there i nothing Lo disdose

under prowsion .1 2 of the 2010 Code

In addition to the emoluments detailed above, £130,000 (2010 £176,000) has been charged 10 the income statement in

respect of Directors’ share-based payments
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Total pension contributions made on behalf of Directors to the defined contrbution Group personal pension scherne {which

15 admirustered by Standard Life) were as foltows

2011 2010

Director £'000 £000
Tim Steiner 28 28
Jason Gissing 20 20
Neill Abrams 16 16
Andrew Bracey 4 —
68 64

(b) Directors’ interests in share option and share ownership schemes

ESOS

The Directors have as at penod end, the following options over ordinary shares in the Company which they were awarded

(without payment) under the Group’s ESOS

Date of 27 Noverrber Exercise 2B Noverrber Exercise
Directar Issue 2011 price (£) 2010 price (£) Exercise penod
Tim Stener May-05 200,000 15 200,000 I15 16/05/08 - 15/05/15
MNeill Abrams May-02 175,000 | 00 (75,000 100 07/02/05 - 06/02/12
May-02 175,000 [ 50 175,000 150 07/02/05 - 06/02/12
Nov-03 100000 090 100,000 090 30/11/06 - 29111713
May-05 100,000 15 100,000 LIS 16/05/08 - 15/05/15
Andrew Bracey Nov-09 46,296 | 35 46,296 |35 16/ 11712 - 15711719
Jason Gissing May-05 200,000 15 200,000 115 16/05/08 - 15/05/15
Robert Gorme May-02 175,000 | 50 175,000 i 50 07/02/05 - 06/02/12

Details of the moverment in the number of share options outstanding during each period are as follows

27 November 201 |

28 November 2010

Weighted Weighted

Number average Number average

of share exercise of share exercise

options price (£) opuons price {£)

Qutstanding at the beginning of the perod 1,171,296 122 1,646,296 117
Granted during the period - — — —
Forferted dunng the period — -— (200,000) 115
Exercised dunng the period — — (275.000) 096
Qutstanding at the end of the penod 1,171,296 122 1,171,296 |22
Exercisable at the end of the penod 1,125,000 121 1,125,000 [ 21

No options were exerused by Directors dunng the penod and consequently the aggregate of gains made by Directors on the

exercise of options dunng the period was nil Following the period end, Neill Abrams exercised 175,000 options at an exercise

price of 10000 pence per ordinary share as noted above After selling 171,646 ordinary shares to fund the cost of exercise,
he retained the balance of 3,354 ordinary shares and therefore no proceeds from the sale of shares were payable to him in

respect of these exercised options

During the prier peniod Rabert Gorrie exerased 2,750 options before the Group's restructuning, realising gans of £106,000
These options were granted to him before the commencement of his role as a Non-Executive Director The Company does not
inctude options In remuneration paid to Non-Executive Directars

There were no options ssued under the Group’s ESOS to the Directors duning the penod (2010 nif)
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No options in the ESOS held by the Directors lapsed duning the penod  However, following the period end 175,000 options
held by Neill Abrams and 175,000 options held by Robert Gorne, both nated in the table above, were not exercised by them
and consequently lapsed The 46,296 options held by Andrew Bracey will automatically lapse when he leaves the Company
following the date of this annual report

Non-employee share options
in addition to the options over crdinary shares pursuant to the Group's ESOS detalled above, Andrew Bracey has the
following options over ordinary shares of the Company

Date of 27 Novernber Exercise 28 Nowermber Exercise

Issue 2011 price (£} 2010 price (£} Exeruise penod
Andrew Bracey Feb-02 886,700 090 886,700 090 04/02/02 - 04/02/17
Jan-04 435,300 103 435,300 103 03/01/04 - 03/01/18

There are no performance criterta attached to these non-employee share options

|SOS

At the end of the period the Executive Directors interests in ordinary shares in the Company pursuant to the Group's [SOS
were as follows

27 Noverrber Hurdle 28 Novermber Hurdle
Director Date of issue 2011 price (£) 2010 price (£) Exercise perod
Tim Steiner Feb-10 2513100 173 2513100 173 OlL/01/t 1 -01/01/19
Feb- 10 2513100 |91 2513,100 191 O1/01/12 -01/01/19
Feb-10 2513100 208 2513,100 208 Ol1/01/13-01/01/19
Feb-10 2,513,000 228 2,513,000 228 01/01714 -Q1/01119
Neill Abrams Feb- 10 1,017,200 |73 1.017,200 173 QLIOIAT -01/01/19
Feb- 10 1,017,200 191 1O 17,200 191 O101/12 -01/01719
Feb-10 1,017,200 208 1,017,200 208 Q10113 -01/01/19
Feb-10 1,017,100 228 1017100 228 QL0 14-01/01/19
Andrew Bracey Feb-10 1,675400 |73 1,675,400 §73 OO -01/01/19
Feb-10 1,675,400 191 1,675,400 191 QL0112 -01/01/19
Feb-10 1,675,400 208 1,675,400 208 QU013 -01/01/19
Feb-10 |.675,300 228 1,675,300 228 01/01/14 - 01101119
Jason Gissing Feb-10 1,675,400 173 1,675,400 173 ouoIIT - 01401419
Feb-10 1,675,400 121 1,675,400 191 QUGI/12-01/01119
Feb-10 1,675 400 208 1,675,400 208 OLOII3-01/01/19
Feb-10 1,675,300 228 1,675,300 228 01/ 14-0i1/01/19

Of the |JSOS shares listed against Andrew Bracey in the 1able above, 3,350,700 shares which have not vested under JSOS
scheme rules, will lapse when Andrew leaves the Company following the date of this annual report
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Detats of the movement in the number of interests in ordinary shares 1n the Company pursuant to the Group's JSOS were as

follows:

27 November 201 | 28 November 2010

Weghted Wesghted

Number average Number average

of share exercise of share exercise

options price {£} options price (£)
Qutstanding at the begnning of the penod 27,524,000 200 - —
Granted during the perod — — 27524000 200
Forferted dunng the penod — — — —_
Exercised duning the penod — — —= —
Qutstanding at the end of the peniod 27,524,000 200 27524000 200
Exercisable at the end of the perod 6,881,100 173 — —
For further informat:on relating to the Group’s |SOS see Note 47 | to the consoiidated financial statements.
Sharesave Scheme
At the end of the penod the Executive Directors’ interests in the Sharesave Scheme were as follows:

27 Novernber Exercise 28 November Exercise

Director Date of ssue 2011 pnce (£) 2010 price ({) Exerase penod
Tim Stemer Oct-10 7,745 16 7,745 116 oMI213 - 01/06/14
Neill Abrams Oct-10 7,745 ilé 7,745 116 01712713 - 01/06/14
Andrew Bracey Oca-10 7.745 116 7,745 116 O3 - 01106714
Jason Gissing Oct-10 7,745 116 7,745 16 QU113 -01/06/14

For further information relating to the Sharesave Scheme see Note 47 | to the consolidated financial statements.

Share price and other option information

The dosing market price of the Company's shares as at 25 November 201 |, being the last trading day n the period ending on
27 November 201 |, was 85 00 pence per ordinary share (2010 151 00 pence per ordinary share) and the share pnce range

applicable dunng the penod was 81.00 pence to 285 00 pence per ordinary share

No other Directors have options over shares of the Compary outside one of the Company's recogrused share schemes

(except for Andrew Bracey'’s non-employee share options, noted above)

Approved by the Board

v L y(u’""? r
dYoung
Chawrman of the Remuneration Commuttee

Ocado Group pic
2] March 2012
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Directors’ report and business review

The business review sets out a comprehensive review of the
performance of the business of the Group for the 52 weeks
ended 27 November 201 | and of future developments

The Comparies Act requires the Company to set out in

this annual report a farr review of the business of the Group
dunng the 52 weeks ended 27 November 2011, including

an analysis of the position of the Group at the end of the
period, analysis of the Group's performance using key
performance Indicators and a descniption of the principal risks
and uncertainties facing the Group (known as the "business
review’’) The information that fulfils the business review
requirements 15 set out in the our performance section on
pages 2 to 9, the about Ccado section on pages [0 to 17,
the pnnapal nsks and uncertainties description on pages 18
to 23 the corporate social responsibility report on pages

24 to 27 and the Directors' report (set out below) of this
annual report The business review and the Directors' report
(or parts thereof) are the “management report’ for the
purposes of the Disclosure and Transparency Rule 4 18 This
information (together with the sections of the annual report
incorporated by reference) consist of a Directors’ report
that has been drawn up and presented in accordance wrth
and in reliance upon applicable Enghsh company law and the
habiittes of the Directors in connection with that report shall
be subject to the imitations and restnctions provided by such
law

Principal activities

Ocado Group plc (the “Company”) 1s a public hmited
company incorporated and registered in England and Wales
under the Companies Act with registered number 07098618
Its registered office 1s Titan Court, 3 Bishops Square Hatfield
Business Park, Hatfield, Hertfordshire, ALIC 9NE

The Company 1s the holding company of the Ocado group
of subsidiary companies (the "Group’) The principal activity
of the Company 15 that of a helding company The Company
owns directly the entire 1ssued share caprtal of Ocado
Holdings Limited which holds the entire issued share capital
of Ocado Limited The pnincipal actvities of Ocado Limited
are the retaling and distribution of grocery and consumer
goods Further information in relation to the principal
actties of the subsidiary undertakings can be found In Note
5 | to the consolidated financial statements.

The Group currently operates out of a dedicated CFC
based at a site in Hatfield, Hertfordshire, together with ten
operational Spokes based in Bristol, Coventry, Dartford,

Leeds, Manchester, Oxfordshire (which started operating after

the end of the pertod) Southampton, Weybndge, White City
and Wimbledon

Corporate governance

The statement of corporate governance as required by the
Disclosure and Transparency Rule 7 2 | 1s set out on pages
30 to 45 and 1s incorporated by reference nto this Directors
report

Risk management

The Group's procedures for managing risk are described on
page 44 and the Group's principal nsks and uncertainties
are descnbed on pages |8 to 23 and those descriptions are
incorporated by reference into this Directors’ report

The Group's policies and strategies for managing financial risk,
to the extent matenal to assessing the financial performance
or position of the Group, are summansed in Note 4 5 to the
consolidated financial statements, in the prinoipal risks and
uncertainties descrnption as set out on page 21, and in the
statement of corporate governance as set out on page 44,

as required by Disclosure and Transparency Rules 4 | 8 and
4111

Employee involvement, equal opportunities and
disabled employees

The corporate social responsibility section on pages 25 to 26
sets out the Group's policies on employee engagement and
disabled employees They are incorporated by reference into
this Directors' report.

Charitable and political contributions

The particulars of the Group’s chantable and pofitical
contnbutions made duning the period are set cut In the
corporate social responsibility section on pages 26 to 27
They are incorporated by reference into this Directors'
report.

Board of Directors

The membership of the Board and biographical details of
the Directors are given tn the Board of Directors section

on pages 28 to 29 and are incorporated into this Directors’
report by reference The changes to the membership of the
Board during the pertod are described in the statement of
corporate governance on pages 36 to 37

Appointment and replacement of Directors
The Articles set out the rules applicable to the appointment,
retirerment and removal of a Director of the Company,
described below
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Appamntment of Directors A Director may be appointed by the
Company by ordinary resolution of the shareholders or by
the Board A Director appointed by the Board holds office
orily until the next annual general meeting of the Company
and 15 then eligible for reappointment The Board or any
committee authornsed by the Board may from time-to-time
appoint one or more directors to hold any employment or
executive office for such peniod and on such terms as they
may determine and may also revoke or terminate any such
appaintment

Retrement of Directors At every annual general meeting of
the Company, each Director shall retire from office and may
offer himself for reappointment by the members

Removal of Directors by speaial resolution The Company
may by special resolution remove any Director before the
expiration of his period of office

Vacation of office The office of a Director shall be vacated

if (1} he resigns or offers 1o resign and the Board resolve to
accept such offer, () his resignation 1s requested by all of the
other Directors and all of the other Directors are not less
than three in number, (i) he 1s or has been suffering from
mental or physical il-heatth and the Board resolves that his
office be vacated, (iv) he 1s absent without the permission
of the Board from meetings of the Board (whether or not
an alternate Director appormnted by him attends) for six
consecutive months and the Board resolves that his office 1s
vacated, (v) he becemes bankrupt or compounds with his
creditors generally; (w) he 1s prohibited by law from being

a Director, (vi) he ceases to be a Director by wirtue of the
Companies Act, or {(vii) he 15 removed from office pursuant
to the Articles If the office of a Director s vacated for any
reason, he must cease ta be a member of any committee of
the Board

Directors’ interests

The Directors’ beneficial mterests in the shares of the
Company are shown in the Directors’ remuneration report
as set out on pages 51 to 52

Directors’ indemnity
The Directors' ndemnity arrangements are described in the
statement of corporate governance as set out on page 34

Amendment of the Articles
The Company’s Articles may be amended by a special
resalution of its shareholders

www ocadogroup com

Share capital

Pursuant to the Disclosure and Transparency Rules, the Listing
Rules, the Companies Act and the Large and Medium-sized
Companies and Groups (Accounts and Reports) Regulations
2008 (No 410), the Directors' repert must contain certamn
disclosures regarding the Company's share capital and the
nights and restnctions attaching to the Company's shares,

as set out in the following sections These statements are
Included so as to comply with Disclosure and Transparency
Rule 72 6 (regarding the statement of corporate governance)

The Company's authonised and i1ssued ordinary share capital
as at 27 November 2011 compnsed a single class of ordinary
shares The shares have a nominal value of 2 pence each The
ISIN of the shares 1s GRBOOB3MBS747

Details of movemenis in the Company's rssued share caprtal
can be found in Note 46 | to the consohdated financral
statements Dunng the pencd, shares in the Company were
1ssued as set out in Note 46 | to the consolidated financial
staiements (disclosed in accordance with Listing Rule

284(7)

Rights attaching to shares

The Company's shares when issued are credited as fully pad
and free from all liens, equrties, charges, encumbrances and
other interests All shares have the same rights (including
voting and dwmdend rights and nghts on a return of capnral)
and restrictions as set out in the Articles, described below

Except in refation to dmdends which have been declared and
nghts on a hquidation of the Company, the shareholders have
ne nghts to share in the profits of the Company

The Company's shares are not redeemable However, the
Company may purchase or contract to purchase any of the
shares on or off-market, subject to the Companies Act and
the requirements of the Listing Rules, as described below

No shareholder holds shares in the Company which carry
speaial nghts with regard to control of the Company There
are no shares relaung to an employee share scheme which
have nghts wrth regard to control of the Company that are
not exercisable directly and solely by the employees, other
than 1n the case of the Group’s joint share ownership scheme
(the *JSOS ') where interests can be transferred to a spouse,
avil partner or neal descendant of a participant in the

JSOS or certain trusts under the rules of the |SOS (as noted
below)
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Share nights Subject to the Companies Act any resolution
passed by the Company under the Companes Act and other
shareholders’ nghts, shares may be ssued with such rights
and restrictions as the Company may by ordnary resolution
decide, or (if there 1s no such resclution or so far as it does
not make specific provision) as the Board may deade Such
nghts and restrictions will apply as if they were set out in the
Articles Redeemable shares may be issued The Directors
can decide on the terms and conditions and the manner

of redemption of any redeemable shares Such terms and
conditions will apply as if they were set out in the Articles
Subject to the Articles, the Companies Act and other
shareholders’ nghts, the unissued shares in the Company are
at the disposal of the Board

Voting rights

Shareholders will be entitled to vote at a general meeting or
class meeting of the Company whether on a show of hands
or a poli, as provided in the Companies Act The Companies
Act prowides that (A) on a show of hands every member
present In person has one vote and every proxy present
who has been duly appointed by one or more members

will have one vote, except that a proxy has one vote for and
one vote against If the proxy has been duly appointed by
more than one member and the proxy has been nstructed
by one or more members to vote for and by one ar more
other members to vote against  For this purpose the Articles
prowide that, where a proxy 15 given discretion as to how to
vote on a show of hands, this will be treated as an instruction
by the relevant shareholder to vote in the way that the
proxy decides to exercise that discretion, and {B) on a poll
every member has one vote per share held by him and he
may vote In person or by one or more proxies VWhere he
appoints more than cne proxy, the proxies appointed by him
taken together shall not have more extensive voung nghts
than he could exercise in person This 1s subject to any nghts
or restnctions which are given to any shares or on which
shares are held If more than one joint shareholder votes
{including voting by proxy), the anly vote which will count is
the vote of the person whose name is listed before the other
voters on the register for the share

Deadlines for exercising voung rights The Articles provide a
deadline for submission of proxy forms of not than less than
48 hours before the time appointed for the holding of the
meeting or adjourned meeting

Restrictions on voting nights No shareholder shall be entitled
to vote at any general meeung or class meeting in respect of
any share held by him if any call or other sum then payable by
hurn 1n respect of that share remains unpaid or if a member
has been served with a restrniction notice (as defined in the
Articles), descnbed below

J505 voung nghts Disclosed in accordance with the Listing
Rules 98 4{12) and % B 4(13) and the relevant company
regulation, Appleby Trust {Jersey) Lirmited, the independent
company which is the trustee of the Company’s employee
benefit trust (the "EBT Trustee’ ) will not normally exercise
the voting rights of unvested shares held under the |]SOS

but may exercise such rights on vested shares at the request
of the relevant participants of the |SOS Of the Company's
issued shares, 36,305,099 ordinary shares are held by
Greenwood Nominees Limted on behalf of the EBT Trustee,
at penod end In respect of 7,957,000 ordinary shares which
have vested under the JSOS and remain in the trust at period
end, the EBT Trustee may vote in respect of such ordinary
shares at the request of a partiapant. The total of 36,305,099
ordinary shares held by Greenwood Nominees Lirmited on
behalf of the EBT Trustee are treated as treasury shares

in the Group's consolidated balance sheet in accordance
with |AS 32 "Binancial Instruments Presentation™ As such,
calculations of earnings per share for the Company exclude
the 36,305,099 ordinary shares held by the EBT Trustee
However, the Company dees not hold any shares in treasury

Dividends and other distributions

The Company may by ordinary resoluticn from time-to-time
declare dividends not exceeding the amount recommended
by the Board Subject to the Companies Act, the Board

may pay interim dividends, and also any fixed rate dividend,
whenever the financizl positton of the Company, in the
opinion of the Board, justifies s payment. If the Board acts in
good faith, it 1s not hable to holders of shares with preferred
or pan passu nghts for fosses ansing from the payment of
interim or fixed dridends on other shares Except insofar

as the nghts attaching to or the terms of 1ssue of any share
otherwise prowide, all dividends shall be apportioned and
paid pro rata according to the amounts paid up on the share
dunng any portion of the period in respect of which the
dividend 1s paid  Except as set out above, dvdends may be
declared or paid tn any currency
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The Board may, if authonsed by an ordinary resolution of the
Company, offer shareholders (excluding any member holding
shares as treasury shares) in respect of any dividend the right
to elect to receive shares by way of scrp dividend instead of
cash

Any dvdend unclzimed after a period of |2 years from the
date when it was declared or became due for payment shall
be forfetted and revert to the Company The Company may
stop sending cheques, warrants or similar financial instruments
in payment of dvidends by post in respect of any shares or
may cease ta employ any other means of payment, Including
payment by means of a relevant system, for dividends if
either (1} at least two consecutive payments have remained
uncashed or are returned undelivered or that means of
payment has faled or (1) cne payment remains uncashed or
ts returned undelivered or that means of payment has falted
and reasonable enguires have falled to establish any new
postal address or account of the holder The Company may
resume sending dividend cheques, warrants or similar financial
instruments or employing that means of payment if the
holder requests such resumption in writing

Restrictron on dividends The Board may withhold payment
of all or any part of any dvidends or other monies payable
in respect of the Company's shares from a person with a
025 per cent. interest {as defined in the Artcles) if such a
person has been served with a restrictton notice (as defined
in the Articles) after falure to provide the Campany with
information concerning interests in those shares required to
be prowided under the Companies Act

J505 dvidend rights Dhsclosed in accordance wrth the Listing
Rules 98 4(12} and 9 84(13) and the relevant company
regulation, shares held under the JSOS will not receve

any dividends paid (if any), but the hurdles of the |SOS
would be reduced proportionally by the amount of the
dividend payment so as not to distort the value of the |5O5
participants’ nterests in the shares

Restrictions on transfer of securities
The Company's shares are freely transferable, save as set out
below

The Company may, under the Compantes Act, send ot
statutory notices to those it knows or has reasonable cause
to believe have an interest in its shares, asking for details of
those who have an interest and the extent of their interest
In a parucular holding of shares When a person recewes a
statutory notice and fails to prowide any informnation required
by the notice wathin the time specified in it, the Company
can apply to the court for an order directing, among other
things, that any transfer of shares which are the subject of the
statutory notce 15 void

www ocadogroup com

The transferor of a share 1s deemed to remain the holder
untll the transferee’s name s entered in the register The
Board can dechne to register any transfer of any share which
15 not a fully paid share The Company does not currently
have any partally paid shares The Board may also decline to
register a transfer of a certificated share unless the instrument
of transfer (in any usual form or in any other form which

the Board may approve) (A) 1s duly stamped or certified

or otherwise shown 1o the satisfaction of the Board to be
exempt from stamp duty and 1s accompanied by the relevant
share certiicate or such other evidence of the mght to
transfer as the Board may reasonably require, (B} 1s in respect
of only one class of share, and (C) iIf to joint transferees, 1s in
favour of not mere than four such transferees Registration
of a transfer of an uncertficated share may be refused In the
circumstances set out in the uncertficated securtties rules (as
defined in the Articles) and where, in the case of a transfer
to joint holders, the number of joint holders to whom the
uncertificated share 15 1o be transferred exceeds four

JSOS Participants’ interests under the JSOS are generally non-
transferable during the pertod beginning on acquisition of the
interest and ending at the expiry of the relevant restricted
period as set out in the JSOS rutes  However, interests can
be transferred to a spouse, avil partner or lineal descendant
of a participant, a trust under which na person other than the
participant or their spouse, avil partner or ineal descendant
has a vested beneficial interest or any other person approved
by the EBT Trustee If a participant purperts to transfer;
assign or charge his interest other than as set out above the
EBT Trustee may acquire the participant’s interest for a total
price of £1

Other than as descnbed above, the Company 1s not aware
of any agreements existing at the end of the period between
holders of securities that may resuft In restrictions on the
transfer of securtties or that may result In restrictions on
voting nghts

Variation of rights

Subject to the Comparies Act, rights attached to any class of
shares may be vaned with the written consent of the holders
of not less than three-fourths in nominal value of the issued
shares of that class (calculated excluding any shares held as
treasury shares), or with the sanction of a special resclution
passed at a separate general meeting of the holders of those
shares At every such separate general meetng {except an
adjourned meeting) the quorurn shall be two persens halding
or representing by proxy not less than one-third in nominal
value of the 1ssued shares of the class {calculated excluding
any shares held as treasury shares)

The rights conferred upon the holders of any shares shall not,
unless otherwise expressly provided in the rights attaching to
those shares, be deemed to be vaned by the creation or i1ssue
of further shares ranking pan passu with thern
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Powers for the Company issuing shares

Subject to the provisions of the Comparues Act, any equity
securities 1ssued by the Company for cash must first be
offered to sharehclders in proportion to their holdings of
shares The Companies Act and the Listing Rules allow for
the disapphcation of pre-emption nights which may be waved
by a special resolution of the shareholders, either generally or
specifically, for a maximum penod not exceeding five years

By written resolutions of the Company’s shareholders passed
on || May 20i I, it was resolved that.

(1) The Board be authorised to allot shares in the Company
and to grant nghts to subscnbe for or corvert any
securtty into shares in the Company

(A) up to a nominal ameount of £3,693,429 (such amount to
be reduced by the nominal amount allotted or granted
under paragraph (B) below in excess of such sum}, and

(B} comprising equity secunties (as defined in section
560(1} of the Companies Act) up to a nominal amount
of £7.386,858 (such amount to be reduced by any
allotments or grants made under paragraph (A) above)
In connection with an offer by way of a nghts issue (1) to
ordinary sharehclders in proportion {as nearly as may be
practicable) to ther exsting holdings, and (i) to holders of
other equrty securtties as required by the nghts of those
securtties or as the Board otherwise considers necessary,

and so that the Board may impose any imits ar
restrictions and make any arrangements which it
considers necessary or appropnate to deal with treasury
shares, fractional entitlements, record dates, legal,
regulatory or practical problems in, or under the laws of,
any territory or any other matter,

such authonties to apply until the end of the AGM (orif
earlier; uniil the close of business on 11 August 2012) but, In
each case, during this period the Company may make offers
and enter into agreements which would, or might, require
shares to be allotted or rights to subscribe for or convert
securtties into shares to be granted after the authorty ends
and the Board may allot shares or grant nghts to subscribe
for or convert securties into shares under any such offer or
agreement as If the authority had not ended

(2) The Board be given power to allot equity secunties for
cash under the authonity grven by that resclution andfor
to sell ordinary shares held by the Company as treasury
shares for cash as If section 561 of the Companies Act
aid not apply to any such allotment or sale, such power
to be limited

(A) to the allotment of equity securities and sale of treasury
shares for cash in connection with an offer of, or invitation
1o apply for, equity secunitres {but in the case of the
authority granted under paragraph (B) of Resolution |, by
way of a nights issue only} {1} 1o ordinary shareholders
In proportion (as neariy as may be practicable) to their
existing holdings, and (11} to holders of other equity
securities as required by the rights of those securties, or
as the Board otherwise considers necessary

and so that the Board may impose any limits or restnctions
and make any arrangements which it considers necessary
or appropnate to deal with treasury shares, fractional
entrilements, record dates, legal, regulatory or practical
problems in, or under the laws of, any territory or any
other matter, and

(B) in the case of the authonty granted under paragraph (A}
of resolution | and/or in the case of any sale of treasury
shares for cash, to the zllotment (otherwise than under
paragraph (A) above) of equity securtties or sale of
treasury shares up to a nomunal amount of £554,014,

such power to apply until the end of the AGiM {or, if earlier;
until the close of business on | I August 2012) but, In each
case, during this perod the Company may make affers, and
enter into agreements, which would, or might, require equrty
securities to be allotted (and treasury shares to be sold) after
the power ends and the Board may allot equity securities
(and sell treasury shares) under any such offer or agreement
as if the power had not ended

These standard authorities for 1ssuing shares on a non-
pre-emptive basis for cash may be renewed annually
The Directors will seek to renew these authorities at the
Company's AGM as set out In the Notice of Meeting

Powers for the Company buying back its

own shares

The descrption below concerning the Company acquining its
own shares 1s made in accordance with the Disclosure and
Transparency Rule 4 | 11{4), Listing Rule 9 8 6(4) and the
relevant company regulation The Company may purchase its
shares only out of distiibutable reserves or the proceeds of a
new issue of the Company's shares made for the purpose of
funding the repurchase

By resolutions of the Company's shareholders passed on | |
May 201 1, 1t was resolved that the Company be authonsed
for the purposes of section 701 of the Companies Act to
make one or more market purchases (as defined in section
693(4) of the Compares Act} of its ordinary shares of 2
pence each, such power to be hmited
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(A) to a maximum number of 55,401,437 ordinary shares,

(B) by the condiion that the mimimum pnce which may be
paid for an ordinary share 15 2 pence and the maxmum
price which may be pad for an ordinary share 1s the
highest of

(1) an amount equal to 5% above the average market
value of an ordinary share for the five business days
tmmediately preceding the day on which that ordinary
share Is contracted to be purchased, and

(n) the higher of the price of the last independent trade
and the highest current independent bid on the
trading venues where the purchase 1s carned out In
each case, exclusive of expenses,

such power to apply until the end of the AGM (or; if earlier;
I'F August 2012) but in each case so that the Company may
enter Into a contract to purchase ordinary shares which will
ar may be completed or executed wholly or partly after the
power ends and the Company may purchase ordinary shares
pursuant to any such contract as if the power had not ended
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This standard authonity for the Company to purchase its
shares may be renewed annually The Directors will seek to
renew this authonty at the Company's AGM on the terms set
out in the Notice of Meeting.

The Company has not acquired its shares duning the peniod
or a previaus penod The Company did not hold or dispose
of any shares in the Company that were acquired by 1t In

a previous penod tt 1s the Company's present intentien to
cancel any shares it buys back in future, rather than hold them
in treasury The Company's shares were not made the subject
of a lien or other charge taken by the Company

Significant shareholders

As requred under Listing Rule 9 8 6(2) and relevant company
regulations, the table below sets out the notifications that the
Company had received from its shareholders of the significant
direct or indirect holdings (being 3 per cent or more) in the
Company's shares, pursuant to Disclosure and Transparency
Rule 5 {which were also published on a Regulatory Information
Service and on the Company’s Corporate website), dunng the
penod (up to 27 November 201 1)

Percentage of

1ssued share

Number of caprtal at
ordinary  notffication Nature of
shares date holding
The London and Amsterdam Trust Company Lirnited 61,512,060 (| Direct & Indirect
Harmitton Trust Company Limrted as trustee for the Apple Il Trust 61,880,100 1108 Direct
FMR LLC 54,761,301 988 Indirect
The Nomad Investment Partnership LP 28,423,655 509 MNot stated
The Steiner 2008 Millernium Trust 27,687,600 500 Direct & Indirect
FIL Limeted 27,287,909 493 tndirect
The Geldman Sachs Group, Inc Below 3% Below 3% Not stated
UBS Investment Bank Below 3% Below 3% Direct & Indirect
Tempest Caprital Limited Below 3% Below 3% Not stated
Walker Fund Services Limited Nl Nit N/A,
John Lewis Partnership Pensions Trust Nl NIl N/A

These figures represent the number of shares and percentage
held as at the date of notffication to the Company As at
period end the Company's 1ssued share caprtal consisied of
558,362,139 issued ordinary shares

As required under Listing Rule 9 8 6(2)(a) and relevant
company regulations, the table below sets out the
notfications that the Company had receved from s

shareholders of the significant direct or indirect holdings
(being 3 per cent or more) in the Company’s shares,
pursuant to Disclosure and Transparency Rule 5 {which were
also published on a Regulatory Information Serwice and on
the Company's Corporate websrte) from 28 November 201 |
to 16 March 2012 (being not more than one month pnor to
the hkely date of the Notice of Meeting)

6l

Directors report

OUR PERFORMANCE

ABOUT OCADO

QUR RESPONSIBILITIES

OUR FINANCIALS



62

Curectors report

Ccado Group plc Annual report and accounts for the 52 weeks ended 27 November 201t

Directors’ report continued

Percentage of

1ssued share

Number of caprial at
ordinary  notfication Nature of
shares date holding
The Nomad Investmment Partnership LP 33742828 604 Direct & Indirect
FIL Lemited 28,520,881 S Indirect
Manning and Napier Adwisers LLC 26,214,371 500 Direct
UBS Investment Bank Below 3% Below 3% Direct & Indrect

These figures represent the number of shares and percentage held as at the date of notification to the Company As at
|6 March 2012 the Company's 1ssued share caprtal consisted of 558,702,597 ssued ordinary shares

Important contracts or arrangements

Under section 417(5){(c) of the Companies Act, the Company
I1s required to disclose information about persens with whem
the Company has contractual or other arrangements which
are essential to the business of the Company

Whilst the loss of or disruption to certain of the Group's
supply, financing or manufacturing arrangements {for example
vans and CFC machinery) or other key contracts could affect
the operations or growth of the Group until a replacement
solution 15 found, none are considered to be essential to the
business of the Company

However, as noted in the principal risks and uncertainties
Ocado's sourcing arrangements, reputation and brand are
based, at least in part, on ts relationship with Wartrose  If
the Sourcing Agreement with Waitrose were to end or if
Waitrose were unable to source products for the Group,
Ocado would need to engage additional personnel to (1)

find or create replacement own-label products, and (i) find
appropriate suppliers and negotiate equivalent prices riself
Wartrose, through whom Ccado sources the vast majonty of
products it sells (and whose own-label products 1t sells), 1s a
UK supermarket chain and the food division of the privately
owned retaler John Lewis Partnership Waitrose has over
270 branches across the UK, sells lngh quality food and places
an emphasis on the provenance and traceability of the food
that it sells In its last financial year (ended 29 January 201 1) 1t
had gross sales of £4 97 bilion and made an operating profit
of £2749 millen (source www ohntewispartnership co uk)

The Group's £100 mullion credit facilty with Barclays Bank
plc, HSBC Bank plc and Lloyds TSB Bank plc, descnibed
below, may be terminated 0 certain arcumstances, Including
if the Group were to breach one or more of the covenants
under this facility which would put the Group in default of
this faciity This would jeopardise the Group's expansion
plans and threaten the Group's ability to continue as a going
concern Detalls concerring each of the lenders under

the facility can be found on in the case of Barclays Bank its
website (http //group barclays com/}, in the case of HSBC
Bank, its website (wwwhsbc com) and in the case of Lloyds
TSB Bank, its website (www loydstsb com/)

The principal risks and uncertainties secticn on pages |8
to 23 describes these nsks and the other principal risks and
uncertainies facing the Group that may have an adverse
impact cn the Group's operations, performance or future |
prospects

Contracts of significance

For the purposes of Listing Rule 9 8 4(10), there were no
contracts of signfficance subsisting duning the perod to
which the Company or any Group subsihary were a party
and in which a Director of the Company were matenally
Interested, other than ta ncte that the Directors were party
to certain lock-up agreements with the Company that were
entered into 10 July 2010 in connection with the Company’s
Adrmission, whereby the Directors agreed to certain tock-
up arrangements that prevented the transfer of their shares
in the Company {subject to certain exceptions) These
lock-up agreements ended dunng the penod There were no
contracts of significance subsisting during the pertod between
the Company or any Group subsidiary and a controlkng
shareholder of the Company

Change of control under significant agreements
There are a number of agreements to which the Group s

a party that take effect, alter or terminate upon a change of
control of the Company following a takeover bid Details of
the significant agreements of this kind are as follows

Souraing Agreement If the parties terminate the Sourcing
Agreement after certain competrtors of Wartrose or john
Lews acquire 50 per cent. or more of the shares or control

of the Company's Board, Ocado 15 obliged to pay Warirose
the lower of £40 milhon and 4 per cent of the market
capitalisation of the Company This change of control provision
wilt cease to bind the parties f, pnor to the change of control,
any party has already geven a valid notice of termination

Credit facihty agreement. As noted above, the Group has

a £100 millron credit facility with Barclays Bank plc, HSBC
Bank plc and Lloyds TSB Bank plc for the acquision of land,
building materials plant, machmery and equipment, for CFC|
andfor CFC2 and/or the Spokes If Ocado or Waitrase gives
noitce to terminate the Sourcing Agreement it will be an
event of default under this faciity
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HSBC Equipment Finance (UK} Limited On 22 july 2004
Ocado (as lessee) and HSBC Equpment Finance (UK)
Limited (as lessor) entered into a rmaster sale and leaseback
agreement. Since then, there have been 24 sale and
leaseback agreements covening the majority of the conveyor
systems and associated capital goods that have been added
to CFCI since August 2004 Of these agreements, [ 8 remain
at period end with total amounts outstanding of £195
milllon The agreement may be terminated on one month's
notice by erther party, but without prejudice to rights accrued
under any leasing agreements made thereunder Pursuant to
side letters between Ocado and HSBC varying the original
agreement, HSBC 15 able {0 terminate the agreement if there
15 a change of control of the Company or If the Sourcing
Agreement 1s terminated for any reason

Change of control for Director and employee
agreements

The Company does not have any agreements with any
Director or employee that would provide compensation for
loss of office or employment resutting from a takeover except
that 1t should be noted that {I) provisions of the Company's
share schemes may cause options and shares granted to
emplayees under such schemes to vest on a takeover, and ()
certan members of senior management {not tncluding the
Directors) are entitled to a payment contingent an a change
of control of the Company or merger of the Company
(irrespecttve of loss of employment) as set out in his or her
respective employment contract

Results and dividends

The Group's results for the period are set out In the
consolidated income statement on page 67 The Group's loss
before tax for the period amounted to £2 4 million (2010
£122 mithon)

The Directors do not propose 10 pay a dvidend for the
period (2010 nit)

Interest capitahsed

The amount of the interest capitalised by the Group is set out In
Note 43 | to the consolidated financial statements on page 93
Cumulatve caprtalised borrowing costs were £699,000 2010
£147000) There is no immediately avallable tax rehef related to
the caprtalised borrowang costs.

Post balance sheet events

Important events occurning after the balance sheet date
that affect the Group are disclosed in Note 55 to the
consoldated financial statements.
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Market value of properties

The Directors are of the opinion that the aggregate market
value of the Group’s interests in land as at 27 November
2011 15 1n ine with the net book value as set out In Note
32| to the consolidated financial statements

Creditor payment policy

it 15 the Group’s palicy for all trade payables 1o agree payment
terms in advance of the supply of goods with the supplier, to
make the supplier aware of the terms of payment and to adhere
to those payment terms. The Company is a holding company
and therefore has Iittle trade payables The Group did not follow
any code ar standard on payment praciice in the penod The
average trade payables payment period of the Group's main
trading company, Ocado Limited, for the 52 weeks ended

27 November 2011 was 26 days (2010 26 days) based on the
ratio of its average trade payables relating to resale goods for the
perod to the amounts invoiced dunng the year by those trade

payables

Research and development and future
developments

The Group has dedhcated in-house software, logisties and
engiheering design and development teams with primary
focus on IT and improvements to the CFCs and the matenal
handling equipment. Costs relating to the development of
computer software are caprtalised If they relate to internal
caprial projects

The Group's likely future developments mcluding its strategy are
described in the about Ocado section on pages 1010 17

Business model and strategy

As required by the 2010 Code, the about Ocado section on
pages 10 to 17 descnbes the Company's business model for
sustainable growth This provides an explanation of the basis
on which the Group generates value and preserves it over
the long-term and rts strategy for delivering its objectives
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Going concern

In adopting the going concern basis for preparing the financial
statements, the Directors have made appropriate enquiries
and have considered the Group’s cash flows, hquidity position
and barrowing facilities and business activities as set out on
page 56 and the Group's prinapal nsks and uncertainties as
set on pages |8 to 23 Based on the Groups rolling forecasts,
the Directors are satisfied that the Company, and the

Group as a whole, have adequate resources to continue In
operational existence for the foreseeable future Accordingly,
the financial statements have been prepared on the going
concern basis in accordance with Going Concern and
Liquidity risk. Guidance for Directors of UK Companies 2009,
published by the Financial Reporting Council n October
2009

The principal nisks and uncertainties section on pages |8 to
23 describes the principal nsks and uncertainties facing the
Group including those that may have an adverse impact on
the Group's operations, performance or future prospects

and the going concern basis nated above The Group's cash
flows, iquidity position and borrowing facilities and business
activities are described on page 56 and set out In the Group's
financial statements on pages 67 to | |4 Further information
on going concern I1s set out in Section | to the consolidated
financial statements on page 73

The Company's going concern statement has been reviewed
by the Company s auditors PricewaterhouseCoopers LLP as
required by Listing Rule 98 IOR(1)

Borrowings and covenants

The most matenal of the Group's borrowing facilities 1s rts
£100 million credit facility with Barclays Bank ple, HSBC Bank
plc and Lloyds TSB Bank plc The facility contains customary
covenant provisions In respect of net debt, gross debt and
interest cover The financial covenants are as follows

® Net debt ratio — the net debt financial covenant requires
that the ratio of net debt to adjusted EBIFDA at the end
of each quarter pernod must not exceed 3 | for each
test pertod until the test perod falling in November
2011, must not exceed 325 | for the test penod falling
in February 2012, must not exceed 35 | for each test
period thereafter until the test date faling In August
2013, and must not exceed 325 | thereafter, and

® Interest cover ratro — the interest cover financial
covenant requires that the ratto of EBITDA to net
interest at the end of each quarter period be not less
than 3 | untl the test date faling in May 201 1, not less
than 35 I thereafter until the test date falling in August
20t | and not less than 4 | thereafter, and

® Gross debt ratio - the gross debt financial covenant
requires that the ratio of gross debt to adjusted EBITDA
must not exceed 55 | for any test penod i respect of
which EBITDA s less than £35 million

EBITDA in respect of a test period refers to EBITDA for the
relevant prior 12 month penod  All covenant tests which
exist under the terms of the facility are tested quarterly

The table below cutlines the relevant covenant tests and the
actual positon of the Group at the end of the perod

Covenant Actual
Net debt/EBITDA <31 0741
Fixed interest cover >4 | 5761
Gross debt/EBITDA <551 404 (

At the date of entering the facility agreement on 5 July 2010,
the net debt covenant applicable to the ife of the facility

was not in excess of 31 Dunng the penod the Group
agreed wrth the lenders under the faciity that the net debt
ratio financial covenant be amended such that the ratio be
increased from 3 | to the new net debt ratios outhned above

Statement of Directors’ responsibilities

The Directors are responsible for prepaning the annual
report. the Directors’ remureration report and the financial
statements In accordance with applicable law and regulations

Company law requires the Directors to prepare financial
statements for each financial year Under that law the
Directors have prepared the group and parent company
financial staterents in accordance with International Financial
Reporting Standards (IFRSs} as adopted by the European
Union  Under company law the Directors must not approve
the financial statements unless they are satisfied that they
give a true and fair view of the state of affairs of the Group
and the Company and of the resutt of the Company and

the Group for that peniod  In preparing these financial
statements, the Directors are required to

® select sutable accounting policies and then apply them
consistently,

® make judgements and accounting estimates that are
reasonable and prudent,

® state whether applicable IFRSs as adopted by the
European Union have been followed, subject to any
matenal departures disctosed and explained in the
financial statements, and

® prepare the financial statements on the gaing concern
basis unless 1t s inappropnate to presume that the
Company will continue in business
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The Directors are responsible for keeping adequate
accounting records that are sufficient to show and explan
the Company's transactions and disclose with reasonable
accuracy at any time the financial posiion of the Company
and the Group and enable them to ensure that the financial
statements and the Directors’ remuneration report comply
with the Companies Act and, as regards the Group financial
statements, Ariicle 4 of the 1AS Regulation They are also
responsible for safeguarding the assets of the Company and
the Group and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularties

The Directors are responsible for the maintenance and integrity
of the Company’s webste  Legislation in the United Kingdom
governing the preparation and dissemination of financial
staterments may differ from legislation in other unsdictions

Each of the Directors, whe held office at the date of the
approval of this annual report confirms, to the best of their
knowledge that

® the Group financial statements, which have been

prepared in accordance with [FRSs as adopted by the EU,

give a true and fair view of the assets, llabilities, financial
position and profit and loss of the Group, and

® the Directors' report includes a far review of the
development and performance of the business and the
position of the Group, together with a description of the
principal risks and uncertanties that it faces

Disclosure of information to auditors

In accordance wrth the Companies Act, each Director who
held office at the date of the approval of this Directors’ report
confirms that, so far as he or she 1s aware, there 1s no relevant
audrt information of which the Group's auditors are unaware,
and that each Director has taken all of the steps that they
ought to have taken as a Director in order to make himself or
herself aware of any relevant audit information and to establish
that the Group’s auditors are aware of that information

Independent auditors

The Company's audttors, PricewaterhouseCoopers LLP,

have indicated thewr willingness to continue their role

as the Company's auditors Resolutions concerning the
reappontment of PricewaterhouseCoopers LLP as audiiors
of the Company and to authonse the Directors to determine
ther remuneration will be proposed at the AGM and set out
in the Notice of Meeting
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Forward-tooking statements

Certan statements made in this report are forward-
locking statements Such statements are based on current
expectatrons and assumptions and are subject to a number
of nsks and uncertanties that could cause actual events or
results to differ materally from any expected future events
or resukis expressed or implied in these forward-locking
statements They appear in a number of places throughout
this report and include statements regarding the intentions,
belefs or current expectations of the Directors concerning,
amongst other things, the Group s results of operations,
financial condition, lquidity, prospects, growth, strategies
and the business Persons receving this report should not
place undue reiance on forward-locking statements  Unless

otherwise required by applicable law, regulation or accounting

standard, Ocado does not undertake to update or revise
any forward-looking statements, whether as a result of new
informatton, future developments or otherwise

Approved by the Board

Neill Abrams
Company Secretary and Legal and Business Affairs Director
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Independent auditors’ report

to the members of Ocado Group pk

We have audited the Group financial statements of Ocado
Group pic for the year ended 27 November 201 { which
comprise the consolidated income statement, consolidated
statement of comprehensive income, the consolidated
balance sheet, the consolidated staternent of cash flows, the
consolidated statement of changes in equity and the related
notes The financial reporting framework that has been
appled in their preparation 1s applicable law and International
Financial Reparting Standards (IFRSs) as adopted by the
European Unian

Respective responsibilities of Directors

and auditors

As explained more fully in the Directors’ responsibilities
statement as set out on pages 64 and 65, the Directors are
responsible for the preparation of the consolidated financial
staternents and for being satisfied that they give a true and
farr view Qur respensibility 1s to audit and express an opinion
on the consolidated financial statements in accordance with
apphecable law and International Standards on Auditing (UK
and freland) Those standards require us to comply with the
Auditing Practices Board's Ethical Standards for Auditors

Thus report, including the opintons, has been prepared for and
only for the Company’s members as a body in accordance
with Chapter 3 of Part |6 of the Companies Act and for no
other purpose  We do not, in giving these opinions, accept or
assume responsibility for any other purpose or to any other
person to whom this report 1s shown or into whose hands it
may come save where expressly agreed by our prior consent
IN writing

Scope of the audit of the financial statements
An audrt involves obtaining evidence abeut the amounts
and disclosures in the financial statements sufficent to give
reasonable assurance that the financial statements are free
from matenal misstatement, whether caused by fraud or
error This includes an assessment of whether the accounung
policies are appropnate to the Group's circumstances and
have been consistently applted and adequately disclosed, the
reascnableness of significant accounting estimates made by
the Directors and the overall presentation of the financial
statements I addition, we read all the financal and non-
financial information in the annual repert to identfy matenal
inconsistencies with the audited financial statements If we
become aware of any apparent matenal misstatements or
inconsistencies we consider the implicattons for our report

Opinion on financial statements
In our optnien the Group financial statements

® e a true and farr view of the state of the Group's
affairs as at 27 November 2011 and of 1ts loss and cash
flows for the year then ended,

® have been properly prepared in accordance with [FRSs as
adopted by the Eurapean Union, and

® have been prepared in accordance with the

requirements of the Compantes Act and Article 4 of the
IAS Regulation

Opinion on other matters prescribed by the
Companies Act
In our opinian

® the information given in the Directors’ report for the
financial year for which the Group financial statements
are prepared 15 consistent with the consolidated financial
statements, and

® the information given in the statement of corporate
governance set out on pages 30 to 45 in the annual
report with respect to internal control and nsk
managernent systems and about share capital structures
15 consistent with the financial statements

Matters on which we are required to report
by exception
We have nothing to report in respect of the following

Under the Companies Act we are required to report to you
if, In our apinion

® certain disclosures of Directors’ remuneration specfied
by law are not made, or

® we have not recerved all the information and
explanations we require for aur audit.

Under the Listing Rules we are required to review

& the Directors report, set out on pages 56 to 65, In
relation to going concern, and

® the part of the statement of corporate governance
relating to the Company's compliance with the rine
provisions of the UK Corporate Governance Code
specified for our review

Other matter

We have reported separately on the parent company
financial statements of Ocade Group pic for the year ended
27 Novernber 2011 and on the information in the Directors’
remunerat Zort thayis descnbed as having been audrted

Chive Hinds (Seniof Statutory Auditor)
for and on behalf of PncewaterhouseCoopers LLP
Chartered Accountants and Statutory Audrtors

St Albans

21 March 2012
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Consolidated income statement

for the 52 weeks ended 27 November 201 |

52 weeks 52 weeks

ended ended

27 Novermber 28 Novermber

2011 2010

Notes £'000 £000

Revenue 212 598,309 515688
Cost of sales {413,551) (354.043)

Gross profit 184,758 61,645

Other incorme 12,550 6,245
Distribution costs (151.725) (132.809)

Operating profit before administrative expenses and exceptional items 45,583 35081
Adrministrative expenses (#4511) (36.895)
Exceptional tems — (3.542)
Operating profit/(loss) 213 1,072 {5.356)

Finance income 431 1,168 1,502
Finance costs 43t {4,663) (8357}
Loss before tax (2,423} (12201y

Taxation 221 1,920 5,000
Loss for the period attributable to the owners of the parent (503} {7211)

pence pence

Loss per share

Basic and diluted loss per share 23 (010) (1 63)

Non-GAAP measure Earnings before interest, taxation, depreciation, amorusation, impairment and exceptional
items (EBITDA)

52 weeks 52 weeks

ended ended

27 Novermber 28 Novermber

2011 2010

Notes £'000 £000
Operating profit/{loss} 1.072 (5.356)

Adjustments for

Depreciation of property, plant and eguipment 321 21,261 19,333
Amortsation expense 30 5460 4474
impairment of property, plant and equipment 321 76 14
Exceptional items — 3542
EBITDA 27,869 22007
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Consolidated statement of comprehensive Income
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Consolidated statement of comprehensive income

for the 52 weeks ended 27 November 2011

52 weeks 52 weeks
ended ended
27 November 28 Noverrber
2011 2010
£'000 £000
Loss for the period attributable to the owners of the parent (503) {7.211)
Other comprehensive income/(expense)
Cash flow hedges
— Gains ansing on forward foreign exchange contracts 568 818
— Gans transferred to property plant and equipment (1.232) (92)
— Losses ansing on interest rate swaps (52) —
Foreign exchange loss on translation of foreign subsichary () —
Other comprehensive (expense)/income for the perod. net of tax (717) 726
Total comprehensive expense for the period attnbutable to the owners of the parent (1,220) (6,485)
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Consolidated balance sheet

as at 27 November 2011

www ocadogroup com

27 November 28 Novermber

2011 2010
Notes £'000 £000
Non-current assets
Intangible assets 301 13,233 8,06%
Property, plant and equipment 321 194,114 100,031
Deferred tax asset 222 9,615 7.300
Avallable-for-sale financial asset 331 395 395
217,357 {15,795
Current assets
Inventones 341 14310 12,480
Trade and other recevables 342 37,885 18,569
Denwative financial instruments 44| 11 472
Short-term investment 343 — 30,000
Cash and cash equivalents 344 92,102 124,639
144,308 186,160
Total assets 361,665 301,955
Current liabilittes
Trade and other payables 345 {75.555) (55.491)
Barrowings 412 (3.270) {2,282)
Obligations under finance leases 413 (19,643) (16,485)
Denvative financial instruments 441 (318) —
Prowisions 35!t {686) {15
(99,472) (74,373)
Net current assets 44.836 111,787
Non-current liabilities
Borrowings 412 (45,793) (3.774)
Obligations under finance leases 413 (42,561) (45573)
Prowvisions 351 {555) {448)
Deferred tax lability 222 (395) —
{89,304 {55,793}
Net assets 172,889 171,789
Equity
Share capnal 461 11,167 11,068
Share premium 461 213,783 206,094
Treasury shares reserve 46 {53,805) (47,741
Reverse acquisition reserve 461 (116,230) (116,230}
Other reserves 461 9 726
Retained earnings 117,965 H17.872
Tortal equity 172,889 171,789

The consalidated finangial statements on pages 67 to |14 were authorised for 1ssue by the Board of Directors and signed on

its behalf by

Tim Steiner

Chief Executive Cfficer \/—\V\

Andrew Bracey
Chief Financial Officer

Qcado Group plc

Company Registration Number 07098618 (England and Wales)

21 March 2012
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Consalidated statement, of cash flows
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Consolidated statement of cash flows

for the 52 weeks ended 27 November 201 |

52 weeks 52 weeks
ended ended
27 Novermber 28 Novernber
201} 2010
Notes £'000 £000
Cash flows from operating activities
Loss before tax (2.423) (12,2113
Adjustments for
— Depreciation of property, plant and equipment 321 21,261 19,333
— Amortisation expense 3 5.460 4474
— Impairment of property, plant and equipment 321 76 14
— Loss/{profit) on disposal of property, plant and equipment 213 38 (63}
— Prowvision for dilapidatrons expense 351 201 80
— Provision for insurance clams 351 479 15
— Share-based payments expense 471 596 320
— Foreign exchange movements (265) —
— Finance income 431 (k.168) {1.502)
— Finance costs 431 4,663 8,357
Changes in working caprtal
— Movement in mventories (1,830) (3.267)
— Movement in trade and other recervables (17,769 {1.897)
— Movement in trade and other payables 17,048 4,791
Cash generated from operations 26,367 18,544
Interest pad (6,219) (10,319)
Net cash flows from operating activities 20,148 8225
Cash flows from investing activities
Purchase of property, plant and equipment (105,184) {14.681)
Proceeds from sale of property, plant and equipment —_— 87
Purchase of intangible assets (8.980) (5.850)
Decreasef/(increase) in short-term investment 30,000 (30,000)
Interest receved 949 167
Net cash flows from mvesting activities (83,215) (50.277)
Cash flows from financing activities
Proceeds from the issue of ordinary share capital net of transaction costs 1,248 210,104
Proceeds from borrowings 39,291 11,374
Repayments of borrowings (2.284) (54.063)
Proceeds from asset based financing arrangements 9,889 1,676
Repayments of obligations under finance leases (19,013) {15417)
Settlement of forward foresgn exchange contracts 1,134 —
Net cash flows from financing activities 30,265 153,674
Net (decrease)/increase in cash and cash equivalents (32,802) 111,622
Cash and cash equivalents at the beginning of the perod 124,639 13017
Exchange adjustments 265 —
Cash and cash equivalents at the end of the period 344 92,102 124,639
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Consolidated statement of changes in equity
for the 52 weeks ended 27 November 2011
(Accurmu-
lated
Treasury  Reverse deficit)/
Share Share shares acquisition Cther  Retaned Totat
caprtal  premium reserve reserve  reserves  earmnings equity
Notes £:000 £'000 £000 £000 £000 £000 £000
Balance at 29 November 2009 40 310836 — — — (343.026) (32,150)
Loss for the pened — — — — — 7211 7211}
OCther comprehensive Income/
(expense)
Cash flow hedges
— Gains arising on foreign
exchange contracts 46 1(d) — — — — 818 — 818
— Gains transferred to property,
plant and equipment 46 1(d) — — — — (92) — (92)
Total comprehensive income/
{expense) for the period — — — — 726 {7211} (6,485)
Transactions with owners
— Issue of ordinary shares In
Ocade Limited 461 3 4%,443 (47.741) — — — 1,705
— Cancelfation of Ocado Limited
ordinary shares 461(b) (43) — — — — 43 —
— Issue of ordinary and
convertible preference shares
by Gcado Group plc 461y 476509 — — (476509 — — —
— Ocado Group plc capital
reducticn 46 1{b) (467846) — — — — 467846 —
— Reverse acquisition of Ocado
Limeted by Ocado Group plc 46 [1{c) —  (360,279) - 360279 — — —
— Issue of ordinary shares by
QOcado Group plc on IPO 46 | 2380 211862 — — — — 214242
— Ordinary shares issue costs 461 — (6.881) — — — — {6.881)
— lssue of ordinary shares in
Ocado Group pic 461 25 113 — —_ — — 1,138
— Share-based payments charge 47| — — — — — 220 220
Total transactions with owners 11028  (104742)  (47.741) (116230) — 468,109 210424
Balance at 28 November 2C10 11068 206094  (47741) (116230) 726 117872 171,789
Loss for the penod — — — — — (503) (503)
Other comprehensive income/
(expense)
Cash flow hedges
— Gains arsing on forward
fareign exchange contiracts 46 1(d) — — — — 568 — 568
— Losses ansing on interest
rate swaps 46 t(d) — — — — (52) - (52)
— Gains transferred to property,
plant and equipment 46 1(d) — — — — (1,232 — (1,232)
Translation of foreign subsidiary 4 6 1(d) — — — — (1} — (N
Total comprehensive expense for the period — — — — (717} (503) (1,220)
Transactions with owners
— Issue of ordinary shares 461 99 7,652 (6,308) — — — 1,443
— Disposal of treasury shares 461 — 37 244 — — — 281
— Share-based payments charge 47 | — — — — — 596 596
Total transactions with owners 99 7,689 (6,064) — — 596 2,320
Balance at 27 November 2011 11,167 213,783  (53.805) (116,230) 9 117,965 172,889
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Notes to the consplidated financial staternents

Ocado Group plc Annual report and accounts for the 52 weeks ended 27 November 201 |

Notes to the consolidated financial statements

Section | — Basis of preparation

General information

Qcado Group ple (hereafter ‘the Company’) 1s incorporated and
domiciled in the Unrted Kingdom The address of its registered
office 1s Titan Court, 3 Bishops Square, Hatfield Business Park,
Hatfield, Hertfordshire, AL |10 SNE. The financal statements
compnse the results of the Company and its subsidiaries (hereafter
“the Group'), see Note 5| The financiat penod represents the

52 weeks ended 27 Novernber 201 | The prior financial perod
represents the 52 weeks ended 28 Novernber 2010

Basis of preparation

The financial statements have been prepared in accordance
with the Listing Rules and the Disclosure and Transparency
Rules of the UK Financial Services Authorty (where applicable),
International Financial Reporting Standards {IFRS's) and
International Financial Reporting nterpretation Commitiee
(IFRS IC) interpretations as endorsed by the European Union
("IFRS-EU "), and with those parts of the Companies Act
applicable to companies reporting under IFRS

The financial statements are presented in sterling, rounded to
the nearest thousand {(£'000) unless otherwise stated They
have been prepared under the historical cost convention
except for dervative financial instruments that have been
measured at fair value

The financial statements have been prepared on the going
concern basis, which assumes that the Group will contmue to
be able to meet its habilites as they fal due for the foreseeable
future

Standards, amendments and interpretations
adopted by the Group in 2010/1 | or i1ssued but
are not yet effective, and which have not been
early adopted by the Group

The Group has considered the following new standards,
interpretations and amendments to published standards that
are effective for the Group for the financiai year beginning

29 November 2010 and concluded that they are erther not
relevant to the Group or that they would not have a significant
impact on the Group's financial statements.

® [FRIC I5,"Arrangements for the Construction of Real
Estate” This [FRIC was effective 1 January 2009 but EU
endorsed for | January 2010

® [FRIC |9, "Extinguishing Financial Liabilties with Equity
instruments”

® Amendments to various IFRSs and I1ASs ansing from the
FASB's annual improvements project in 2009

The following new standards, interpretations and amendments
to published standards and interpretations which are relevant
to the Group have been issued but are not effective for the
financial year beginning 29 November 2010 and have not been
adopted early

IFRS 9,"Financial Instruments™*

IFRS 10,"Consolidated Financia! Statements'*

tFRS I 1,"Joint Arrangements™*

IFRS 12,"Disclosure of Interests in Other Entities’™*

IFRS 13,"FairValue Measurement'*

IAS 24 (revised), "Related Party Disclosures’

1AS 27 (revised 201 1},"Separate Financial Statements'*

1AS 28 {revised 201 1), Investrments in Associates and

Joint Ventures™*

® Amendments to various IFRSs and 1ASs arising from the
JIASB's annual improvements project in 2010

* Nat yet endorsed by the £U

Basis of consolidation

The consolidated financial staiements include the financial
statements of all subsidiaries The financial statements

of subsidianies are included in the consclidated financial
staternents from the date on which control over the
operating and financial decisions is obtained and cease to be
consoldated from the date on which control 1s transferred
out of the Group Control exists when the Company has
the power, directly or indirectly, to govern the financial and
operating polictes of an entity so as to obtain economic
benefits from its actvities

Al intercompany balances and transactions, including
recognised gains ansing from inter-group transactions, have
been eliminated in full Unreahsed losses are eiminated in the
same manner as recogrused gains except to the extent that
they provide evidence of impairment.

Accounting policies

The prnncipal accounting policies adopted in the preparation
of these financial staterents are set out In the relevant
notes to these financial statements Accounting policies not
specifically attributable to a note are set out below These
pohcies have been consistently applied to all the pencds
presented, unless otherwise stated

Foreign currency translation

Funcuonal and presentation currency

Iterns included in the financial statements of each of the
Group's entities are measured using the currency of the
pnmary economic environment in which the entity operates
("the functional currency) Sterling 1s the Campany's
functional and the Group’s presentation currency

Transactions and balances

Foreign currency transaciions are translated into the
functional currency using the exchange rates prevailing at
the dates of the transactons or valuation where items are
remeasured Foreign exchange gains or losses resulting from
the settlement of such transactions and from the translation
at year end exchange rates of monetary assets and habilties
denominated in foreign currencies are recognised in the
income statement, except when deferred in equity as
qualfying cash flow hedges
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Section | — Basis of preparation contnued

Foreign exchange gains and losses that relate to borrowings
and cash and cash equivalents are presented in the income
statement wathin finance income or finance costs Al other
foreign exchange gains and losses are presented In the
ncome statement within operating profit/(loss)

Group companies

The results and financiat positton of all the Group entities
(none of which has the currency of a hyperinflationary
economy) that have a functional currency different from the
presentation currency are translated into the presentation
currency as follows

(a) assets and habilities for each balance sheet presented are
transtated at the closing rate at the date of that balance
sheet,

(b) Income and expenses for each income staternent are
translated at average exchange rates (unless average i1s
not a reasonable approximation of the cumulative effect
of the rates prevailing on the transaction dates, in which
case Income and expenses are translated at the rate on
the dates of the transactions), and

(c) all resulting exchange differences are recognised as a
separate component of equrty

On consalidation, exchange differences arising from the
translation of the net investment in foreign operations,

and of borrowings and other currency instruments
designated as hedges of such investments, are taken to other
comprehensive income When a foreign operation 1s partially
disposed of or sold, exchange differences that were recorded
In equity are recognised In the Income statement as part of
the gain or loss on sale

The accounting policies have been apphed consistently by the
Group to all periods presented in the financial statements

Critical accounting estimates and assumptions
The preparation of financial statements in conformity with
IFRS-EU reguires the use of certain critical accounting
estimates It also requires management to exercise Its
Judgement 1n the process of applying the Group’s accounting
policies

Estimates and judgements are continually evaluated and are
based on histoncal experience and other factors, including
expectations of future events that are believed to be
reasonable under the crcumstances

The Group makes estimates and assumptions concerning the
future The resulting accounting estimates will, by definition,
seldom equal the related actual resufts The estimates and
assumptions that have a significant risk of causing a matenal
adjustment to the carrying amounts of assets and habilties
within the next {inancial penod are set out below and in
more detail in the related notes

www ocadogroup com

Recognition of deferred tax assets (Note 2 2),

Intangible assets — caprtalised software {(Note 3 1)
Property, plant and equipment (Note 3 2),

Trade and other recevables — supplier ncome (Note
34),

Leases (Note 4 1}, and

Going concern basis inctuding 1its effect on the simpairment
of asseis (see below)

Going concern basis including its effect on the
impairment of assets

The Group has cash reserves and maintains a mixture of
short and medium-term debt and lease finance arrangements
that are designed to ensure that 1t has sufficient avallable
funds 1o finance its operatrons The Board monitors rolling
forecasts of the Group's iquidity requirements based on a
range of precautionary scenanos to ensure 1t has sufficient
cash to meet operational needs while maintaining sufficient
headroom on ris committed borrowing facilities at all tmes
so that the Group does not breach barrowing mits or
covenants (where applicable) on any of its borrowing facilities

Under all the above scenaros the Directors have a
reascnable expectation that the existing facilities provide
sufficient funding for the Group to operate as a going
concern for the foreseeable future As part of the above,
the Board continues to manitor the timing and amounts of
uncommutted capstal projects Expenditure on these caprtal
projects and other discretionary expenditure can be delayed
if the Group 15 performing at the lower end of the range of
these scenarios

After making appropriate enquiries and having considered
the bustness activities as set out on page 56 and the Group's
principal nsks and uncertamties as set on pages |8 to 23, the
Directors are satisfied that the Company, and the Group as

a whole, have adequate resources to continue in operational
existence for the foreseeable future Accordingly, the financial
staterments have been prepared on a going concern basis

Impairment of assets based on the separation of the
business into cash generating units

The Group Is required to undergo an assessment of the
future viability of assets grouped at the lowest levels for which
there are separately identifiable cash flows (cash generating
units) Given the Group's current operating structure, the
towest level at which cash flows can reasonably be assessed
15 for the Group as a whole The Group s still investing in
its future prowth and so has not yet reached a stage where
it delivers positive post-tax earrings  Based on the future
projections referred to above, the Board does nat consider
that any further impairment of assets s required There are
a large number of assumptions and estimates involved In
calculating these future projections, induding management’s
expectations of

® |[ncrease In gross sales,

® Growth in EBITDA,

® Timing and quantum of future capital expenditure, and
® The estimation and cost of future funding
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Notes to the consohdated finanoal statements
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Notes to the consolidated financial statements continued

Section 2 — Results for the year
2 | Loss before tax

Accounting policies

Revenue

Revenue comprises the far value of consideration receved or
recewvable for the sale of goods and services

Sales through the Webshop are shown net of returns,
relevant marketing vouchers/offers and value added taxes
Relevant vouchers/offers include money-off coupons
condrtienal spend vouchers and offers such as buy three for
the price of two Delivery charges are included in revenue

Revenue 1s recognised at the point when the significant risks
and rewards of products have been passed to the buyer
and can be reliably measured, in general this 1s deemed to
oceur when custemers take delivery of the goods Income
from “Ocado Delivery Pass”, the Group's discounted pre-
pay delivery scheme, 1s recogmsed in the penod to which it
relates on an accruals basis

Cost of sales

Cost of sales represents the cost of grocenes and other
products the Group sells, any associated licence fees which
are linked to the volume of sales of specific products or
product groups, Including the branding and sourcing fees
payable to Wartrose, adjustments to inventory, and charges
for transportation of goods from a suppher to CFCI

At the penod end the Group i1s required 1o estimate supplier
incorme due from annual agreements  Estimates are required
due to the fact that the majonty of these agreements end
after the financial year end of the Group, which results in the
Group only recevng firm confirmaton of amounts due after
the period end This income 1s estimated on histarical data
and review of major contracts with supphers

Other income

Cther income comprises the fair value of consideration
received or recevable for advertising services provided by
Ocado to suppliers and other third parties on the Webshop,
commussion income and sublease payments recevable

Employee benefits

The Group contnbutes to the personal pension plans of its
staff through a defined contrbution personal pension scheme |
which 15 admirustered by Standard Ufe  Employer contnbuiions

to the scheme are calculated as a percentage of salary based

on length of scheme membership Contributions are charged '
to the income statement in the pened to which they relate

Distribution costs

Distribution costs consist of all the costs incurred, excluding
product costs, to the point of sale, usually the customer's home
This includes the payrofl-related expenses for the picking,
dispatch and delivery of product sold to the point of sale, the
cost of raking those delivenes, ncluding fuel, tolls, mamtenance
of vehicles, the operating costs of the properties required for
the picking dispatch and onward delivery operations and all
associated depreciation, amortisation and impairment charges,
call centre costs and payment processing charges

Administrative expenses

Adminstrative expenses consist of all IT costs, advertising
and marketing expenditure, employment costs of all head
office functions, which include legal, finance, human resources,
marketing and procurement, rent and other property-related
costs for the head office, all fees for professional services and
the depreciation, amortisation and imparment associated
with head office IT equipment, software, fixtures and fittings
and expenses relating to the ESOS and the JSOS

Exceptional items

Exceptional tems, as disclosed on the face of the income
statement, are items that due to their matenal and non-
recurring nature have been classified separately in order to
draw them to the attention of the reader of the financial
statements
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2 1.1 Segmental reporung

The Group's pnnaipal activity 15 that of grocery retaling,
derived sclely from the UK. The Group is not reliant on any
major customer for 10% cor more of its revenue

Operating segments are reported in a manner cansistent
wirth the internal reporting provided to the chief aperating
decision-maker, as required by IFRS 8 The chief operating
decision-maker, who is responsible for allocating resources
and assessing perfarmance of the operating segments, has
been (dentified as the Executive Directors

2 | 2 Gross sales

www ocadogroup com

The principal actwity of the Group 1s managed as one
segment. The Group does not split ris activities into any
further regional or product subdivisions in its internal
management reporting, as any such spit would not prowide
the Group's management with any meaningful information
Consequently, all actvities relate to this one segment

The chief operating decision-maker's main indicator of
performance of the segment 1s EBITDA, which 1s reconciled
to operating profit/(loss) below the income staterment.

52 weeks 52 weeks
ended ended
27 Novermber 28 Novernber
2011 2010

£'000 £000
Revenue 598,309 515,688
VAT 36,508 27285
Marketing vouchers 7.983 8,126
Gross sales 642,800 551,099
2 | 3 Operaung profit/(loss)

52 weeks 52 weeks
ended ended
27 Novermber 28 Noverrber
2011 2010
Notes £'000 £000

Operating profit/(loss) Is stated after charging/(crediting) the following
Cost of inventories recognised as an expense 400,878 344,796
Employment costs 214 113,331 96,739
Amortisation expense 311 5,460 4474
Depreciation of property, plant and equipment 321 21,261 19333
Impairment of property, plant and equipment, included in 321 76 |4
— Distnibution costs 76 8
— Administrative expenses — 6
Loss/(profit) on disposal of property, plant and equipment 38 (63)
Impairment of recevables 36 45
Operating lease rentals
— Land and buldings 2,878 2347
— Other leases 481 413
Net foreign exchange (gains)/losses (194) 147
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Notes to the consolidated financial statements continued

2 1.3 Operating profit/(loss} continued

Dunng the period, the Group obtained the following services from its auditors

52 weeks 52 weeks

ended ended
27 Novernber 28 Noverrber
2011 2010
£000 £000
Audit services

— Statutory Group and Company aucht 47 40
— Statutory audrt of subsidianes 162 185

Non-audit services
— Advisory support 19 —
— Services pursuant to legislation and compliancet — 975
— Orther services — 108
228 1,308

T Comprises primarily services in relatton to the preparation for the Listing of the Company

2 1.4 Employee information

Employment costs durng the financial penod were as follows

52 weeks 52 weeks

ended ended
27 November 28 Novermber
2011 2010
Notes £000 £000
Staff costs during the period
Wages and salanes 109,236 91,699
Socal security costs 10,328 8,665
Pension costs — defined contribution plans 1,414 1,197
Share-based payrments expense 596 320
Total gross employment costs 121,574 101,881
Staff costs capitalised 311 (8,243) (5,142
Total net employment costs 113,331 96,739
Average monthly number of employees (including Executive Directors) by function
Operational staff 4,567 3,835
Support staff 613 417
5,180 4252

The share-based payments expense relates to the Group'’s equity-settled share schemes (see Note 4 7 for information on the
Group's share option schemes) The prior penod included a cash-setited share-based payment of £0 Im

2 | 5 Excepuonal items

There were no exceptional costs in the current period  In the prior penod the Group incurred costs relating to 1its IPO The
portion allocated to profit and loss represents the portion of directly attnbutable costs refating to the secondary shares traded
on Admission and other costs attributable to the Listing Total costs expensed in the prior penod were £3 5 million and
refated primanly to legal and professional fees

Notes to the corsolidated finanoial staterments
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2 2 Taxation

Accounting policies

The tax cred for the penod comprises current and deferred
tax. Tax ts recognised in the income statement, except

to the extent that 1t relates to items recognised in other
comprehensive income or directly in equity In this case the
tax Is also recognised In other comprehensive income or
directly in equity respectively

Current taxation

Current tax I1s the expected tax payable on the taxable income
for the period using tax rates enacted or substantively enacted
by the balance sheet date Management penodically evaluates
positions taken i tax retumns with respect to situations mn
which applicable tax regulation i1s subject to interpretation

ft establishes provisions where appropnate on the basis of
amounts expected to be paid to the tax authorties

Deferred taxation

Deferred tax 15 recognised using the balance sheet hability
method on temporary differences ansing between the tax
base of assets and labiliies and their carrying amount in
the financial statements Deferred tax is calculated at the
tax rates that have been enacted or substantively enacted
by the balance sheet date and are expected to apply when
the related deferred tax asset is realised or the deferred tax
liability 1s settled

www ocadogroup com

Deferred tax assets are recognised only to the extent that
it 1s probable that future taxable profits will be avalable
against which the temporary differences can be utihsed
Recognitson, therefore, involves judgement regarding the
prudent forecasting of future taxable profits of the business
and in applying an appropnate risk adjustrnent factor The
final outcome of some of these items may give rise to
ratenal profit and loss and/or cash flow vanances At the
balance sheet date management has forecast that the Group
waould generate future taxable profits against which existing
tax losses could be relieved As a result, the Group has
recognised a deferred tax asset of £96 million with respect
to avallable tax losses The carrying amount of deferred tax
assets 1s reviewed at each balance sheet date

Deferred tax assets and liabilties are offset agamnst each other
when there 15 a legally enforceable nght to offset current
taxation assets aganst current taxation liabilties and it 15 the
Intention to setile these on a net basis
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Notes to the consolidated financial statements continued

2 2 | Taxation — Income statement

52 weeks 52 weeks
ended ended
27 Novermber 28 November
2011 2010
£'000 £'000
Recogrused in the income statement
Current tax;
UK corporation tax on profits of the perod — —
Adjustments in respect of prior pertods ‘ — —
Total current tax — —
Deferred tax
Ongination and reversal of temporary differences (1.920) (5.000)
Total deferred tax (1,720 (5.000)
Income tax credit (1,920) (5,000)

The tax on the Group's loss before tax differs from the theoretical amount that would anise using the weighted average tax

rate applicable to losses of the Group as follows

52 weeks 52 weeks

ended ended

27 Novermber 28 Novermber

2011 2010

£'000 £000

Loss before tax (2,423) {12211

Effective tax credit at the UK tax rate of 26 68% (2010 28 00%) (646) (3.419)
Effect of

Change in UK corporation tax rate 541 —

Permanent differences (27) 138

Tax losses for which no deferred tax asset recognised (3.802) 4119

Temporary differences on which no deferred tax recognised 2,014 2,400

Income tax credit for the period (1,920) (5.000)

As announced in the March 201 | Budget, the standard rate
of corporation tax in the UK changed from 28% to 26%
with effect from t April 2011 This reduction was in addition
to the decrease to 27% enacted by the Finance Act 2010
Accordingly, the effective rate for the penod s 26 68%

The Budget also announced a further reduction in the
standard rate of corporation tax from 26% to 23% phased
in over three years at 1% per annum from Apnl 2012 The
change from 26% to 25% with effect from | April 2012 was
enacted In the Finance Act 201 | and so deferred tax has
been provided at 25% as the asset 1s expected to be realised

on or after | Apnl 2012 A deferred tax credit of £0 5 million

has been recognised in the current period In respect of this

Further changes have not been substantively enacted at the
balance sheet date and are therefore not included in these
financial statements The proposed reducttons are expected
to be enacted separately each year The overall effect of the
further changes from 25% to 23%, If applied to the deferred
tax balance at the balance sheet date, would be to reduce the
deferred tax asset by £0 8m (being £0 4 million recogrused in
2013 and £04 milion recognised in 2014)
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2 2 2 Taxation — Balance sheet
Movement in the deferred tax asset 1s as follows
Tax losses
carry-
forwards
£000
As at 29 November 2009 2,300
Tax losses recogrused through the incomre statement 5000
As at 28 November 2010 7,300
Effect of change in UK corporation tax rate (541)
Tax losses recognised through the income staternent 2,856
As at 27 November 201 | 2,615
Movement in the unrecognised deferred tax asset 1s analysed below
Other
Tax losses  Accelerated Denvative  short-term
carry- capital  Share-based financial tming
forwards  allowances payments instruments  differences Total
£000 £000 £000 £000 £000 £000
As at 29 November 2009 76310 17334 781 — — 95,025
Effect of change in UK corporation
tax rate (2.596) {707) {6) — — (3.309)
Potential movement i the penad
unrecognised through
— Income statement (4119 2,459 (59) — — (1,719
-— Equity — — (109 — — (109)
As at 28 November 2010 70,195 19,086 607 —_ — 85,888
Adjustments in respect of pnor
period (1,106) (2221) — — — (3327)
Effect of change in UK corporation
tax rate (5.217) (1.413) (44) — — (6674)
Potential movement in the penod
unrecognised through
— Income statement (3,803) 2,359 (445) 77 37 (1,775)
— Equry — — (118 — — {118}
As at 27 November 201 | 60,069 17,811 — 77 37 77,994

As at 27 November 201 | the Group had approximately
£279 milhion of unutiised tax losses (2010 approximately
£287 million} avalable for offset against future profits A
deferred tax asset has been recognised in respect of £96
million {2010 £7 3 million) of such losses, the recovery of
which 1s supported by the expected level of future profits
the Group

No deferred tax asset has been recognised in respect of

the remaining losses on the basis that their future economic
benefit 1s uncertain given the unpredictability of future profit
streams Al tax losses both recognised and unrecognised, can
be carmed forward indefinitely

of
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Notes to the consolidated financial statements continued

2 2 2 Taxation — Balance sheet conunued

Movement in the recognised deferred tax hability 1s analysed below

Intangible
assets
£000

As at 28 November 2010 —
Recognised through the income statement (395)
As at 27 November 201 | {395)
As at 27 November 2011 the Group recogrised a deferred Diluted loss per share 15 calculated by adjusting the weighted
tax habiliey of £04 millon in respect of intangible assets average number of ordinary shares outstanding to assume
that management deemed to qualify for research and conversion of all dilutive potential shares The Company has
development corporation tax relef After corporation tax two categories of potentally diutive shares, namely share

relief the timing of tax deductions in respect of expenditure options and shares held pursuant to the |SOS
incurred on these assets differs to the amortisation profile of

the assets giving rise to the deferred tax hiability This hability The calculation for the prior peniod basic and diluted loss
will be unwound over the useful lives of the assets per share reflects the conversion of the ordinary shares and
preference shares from Ocado Limited to Ocado Group plc

ona | 100 basis on 9 February 2010
2 3 Loss per share

There was no difference in the weighted average number of
Basic loss per share 15 calculated by dviding the loss shares used for the calculation of basic and diluted loss per
attnbutable to equity holders of the parent by the We|ghted share as the eflect of all potentlally dilutive shares outstandmg

average number of ordinary shares in issue during the period ~ Was anti-diutive
excluding ordinary shares held pursuant to the Group's |SOS
and accounted for as treasury shares

Basic and diluted loss per share has been calculated as follows

52 weeks 52 weeks

ended ended

27 November 28 Noverrber

2011 2010

‘000 ‘000

lssued shares at the beginning of the period 520,959 400,051
Effect of share options exercised in the penicd 619 927
Effect of treasury shares disposed of in the penod 105 —
Effect of shares tssued in the pernod — 41,237
Weighted average number of shares at the end of the period 521,683 442,215
£'00C £000
Loss attnbutable to the owners of the parent (503) (7.211)
pence pence
Basic and diluted loss per share (0 10) (163)

The only transactions nvolving ordmary shares or potential ordinary shares between the reporting date and the date of these

finzncial statements were the exerase of 340,000 share options
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Sectuion 3 — Operaung assets and habihties

3 | Intangible assets

Accounting policies

intangible assets

Computer software 1s carried at cost less accumulated
amortisation and any recognised impairment loss Externally
acquired computer software and software licences are
capitalised and amortised on a straight-line basis over their
useful lives of three 1o seven years Costs relating to the
development of computer software for internal use are
caprtalised once all the development phase recognrtion
critena of IAS 38 "Intangible Assets” are met When the
software 15 avaifable for its iIntended use, these costs are
amortised in equal annual amounts over the estmated
useful iife of the software Amortisation and impairment of
computer software or licences are charged to administrative
expenses in the period in which they arise  For the Group's
impairment policy en non-financial assets see Note 32

www ocadogroup com

3.1 | Intangible assets — computer software

Cost capitalisation

Amounts capitalised include the total cost of any external
products or services and labour costs directly atinbutable
to devetopment Management judgement is involved in
determining the appropriate internal costs to capitalkse and
the armounts involved

Esumauon of useful ife

The charge in respect of perodic amertisation is derived by
estimating an assets expected useful ife and the expected
residual vafue at the end of its Iife  Increasing an asset’s
expected life or its residual value would resuft in a reduced
amortisation charge in the income statement.

The useful life 1s determined by management at the time the
software 1s acquired and brought into use and 1s regularly
reviewed for appropnateness For computer software
licences, the useful Ife represents management’s view of the
expected penod over which the Group will recerve benefits
from the software For unique software products developed
and controlled by the Group, the hfe 1s based on historical
expenence with simiar products as well as anticipation of
future events which may impact their useful Ife, such as
changes in technology

27 Noverrber 28 Novermber

20H1 2010
£'000 £000
Cost
At the beginning of the penaod 34,362 28,503
Additions 2,381 717
Disposals 29) —
Internal development costs caprtalised 8,243 5142
At the end of the pencd 44,957 34,362
Accumulated amortisation
At the beginning of the penod (26,293) (21.819)
Disposals 29 —
Charge for the penod (5.460) (4.474)
At the end of the period (31.7249) {26293)
Net book value
At the end of the period 13,233 8,069

The net book value of computer software held under finance leases 1s analysed below

27 Noember 28 Nowermber

2014 2010
£000 £000
Cost 4,282 2470
Accumulated amortisation (2,674) (2404
Net book value 1,608 66
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Notes to the consolidated financial statements continued

3 | | Intangble assets — computer software
continued

The movement in cost includes assets of £02 milkon (2010
fnil) reclassified from owned assets 10 assets held under
finance lease following asset based financing arrangements

For the 52 weeks ended 27 November 201 |, internal
development costs capitalised were £8 2 millen (2010 £5 1
milkor) and represented approximately 78% (2010 88%) of
expenditure on intangible assets and 7% (2010 |5%) of total
capital spend including property, plant and equipment.

3 2 Property, plant and equipment

Accounting policies

Property, plant and equipment

Property, plant and equipment excluding land are stated

at cost less accumulated depreciation and any recognised
mpairment loss Cost includes the onginal purchase price of
the asset and any costs attributable to bringing the asset to 1its
working condition for its intended use

Depreciation 1s provided at rates estimated to wnite off the
cost of the relevant assets less their estsmated residual values
by equal annual amounts over their expected useful lives
Residual values and expected useful lives are reviewed and
adjusted, if appropriate, at the end of each reporting period

Land is held at cost and not deprecrated Depreciation on
other non-current assets 1s charged to distnbution costs and
15 calculated based on the useful Ife indicated below

Freehold buildings and 25 years, or the lease term if
leasehold properties shorter

Fixtures and fitings 5-10 years
Plant and machinery 3-20 years
Motor vehicles 2-5 years

Capital work-in-progress 15 not depreciated until it 1s availlable
for use

Gains and losses on disposal are determined by comparing
proceeds with the asset’s carrying amount and are recogrised
within operating profit/(loss)

Property, plant and equipment represents 54% of the total
asset base of the Group n 2011 (2010 33%} Therefore,
the estimates and assumptions made to determine the
carrying value of property, pfant and equipment and related
depreciation are important to the Group's financial position
and performance

For mare information on the Group's policy on capitaisation
of borrowings costs. see Nete 4 3

Estimation of useful hife

The charge in respect of penodic depreciation is derved by
estimating an asset’s expected useful lfe and the expected
residual value at the end of its bfe  Increasing an asset’s
expected Iife or s residual value would result in a reduced
depreciation charge in the income statement

The usefut Iives of the Group's assets are determined by
management at the time the asset 1s acquired and reviewed
at least annually for appropnateness The lives are based on
historical experience with similar assets as well as anticipation
of future events which may impact their useful life, such as
changes in technology

Impairment of non-financial assets

An annual impairment review is performed and assets
which do not have indefinite useful Ives are subject to an
annual depreciation or amortisatton charge Assets that are
subject to an annual amortisation or depreciation charge
are reviewed for imparment whenever events or changes in
arcumstances indicate that the carrying amount exceeds its
recoverable amount The recoverable amount is the higher
of an asset’s far value less cest to sell and value in use For
the purpose of assessing impairment, assets are grouped at
the lowest level far which there are separately identifiable
cash flows (cash generating units} Non-financial assets that
suffered imparment are reviewed for possible reversal of the
impairment at the end of each reporting perod

Given the Group's current operating structure the lowest
level at which cash flows can reasonably be assessed 1s for
the Group as a whole The Group prepares detalled forward
projections which are constantly updated and refined Based
on these projections the Board does not consider that any
further impairment of assets 1s required, other than that
recognised in the income statement.
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3 2.1 Property, plant and equipment
Fixtures,
fittings,
Land and plant and Motor
buiidings machinery vehicles Totat
£000 £000 £000 £'000

Cost
At 29 November 2009 35,335 112,478 22,638 170451
Additions 3079 15,348 10,723 29,150
Disposals {173) (1,483) {5.936) (7.592)
At 28 November 20101 3824) 126,343 27,425 192,009
Additions 59,158 49,179 7,121 115458
Disposals — (499 {2.995) (3499
At 27 November 201 11 97.399 175,023 31,551 303,973
Accumulated depreciatton and impairment
At 29 November 2009 (9 746) (57.927) {12,526} (80,199)
Charge for the penod {1,493) (13,151) (4.689) (19,333)
Impairment — (14) — (14)
Disposals i49 1,483 5936 7,568
At 28 November 2010 (11,090} (69,609) {11,279) (91.978)
Charge for the penod (1.574) (14.117) {5,570y (21,261}
Impairment — (76) _ (76)
Disposals — 499 2957 3456
Ar 27 November 2011 (12,664) (83,303) (13.892) (109,859)
Net book value
At 28 November 2010 27,15! 56,734 16,146 100,031
At 27 November 2011 84,735 17,659 194,114

91,720

1 Cost includes cumulative caprtalised borrowing costs of £6%9,000 (2010 £147,000) The current penod capralisation rate is
the same as that incurred on the underlying borrowings, being LIBOR plus 35% No borrowing costs were capitahsed in the

prior periad

The net book value of land and builldings compnses

27 Novernber 28 Novernber

2011 2010

£'000 £000

Freehold 70,105 11,274
Short leasehold — less than 50 years 13,865 15877
Long feasehold 765 -
84,735 27,151
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Notes to the consolidated financial statements continued

3 2 | Property, plant and equipment continued

The net book value of non-current assets held under finance leases 15 set out below

Fixtures;
fittings
Land and plant and Motor
bultdings machinery vehicles Total
£000 £000 £000 £000
At 28 November 2010
Cost 26,509 57685 26,455 I 10,649
Accurmulated depreciation and impairment (10,632) (32,200) (10.618) (53450
Net book value 15,877 25,485 15,837 57,199
At 27 November 201 |
Cost 26,588 67,762 29724 124,071
Accurmulated depreciation and impairment (11.958) (38.465) (12,260) (62,683)
Net book value 14,630 29,297 17,461 61,388

The movement In cost includes assets of £9 7 rmullkon
(2010 £2 | milkon) reclassfied from owned assets to assets
held under finance lease following asset based financing
arrangements

The impairment charge for fixtures, fitings, plant and
machinery m both financial penods anses in respect of assets
that have been superseded

Included within property, plant and equipment is caprtal work-
in-progress for land and buildings of £60 0 million (2010 £1 8
milhon) and capital work-in-progress for fixtures, fittings, plant
and machinery of £352 million (2010 £4 2 mllion)

Property, plant and equipment with a net book value of £66 7
milhon (2010 £10 3 milllen) has been pledged as securtty for
the secured loans (Note 4 | 2) Included in this amount Is
£57 2 million (2010 £nil) relating to assets pledged as security
for amounts already drawn down under the £100 millicn
credr facility

3.3 Available-for-sale financial assets

Accounting policies

Available-for-sale financial assets

Available-for-sale financial assets are non-dervatives that are
erther designated i this category or not classified in any of
the other categories They are included in non-current assets
unless the investment matures or management intends to
dispose of it within 12 months of the end of the reporting
pernod Management considers that the Group's Investments
fall within this category as explained below

Investments

Investments are classified as either held for trading or
avallable-for-sale There are currently no investments classified
as held for trading

Available-for-sale investments are held at far value if this

can be rehably measured If the equity instruments are not
quoted in an active market and their fair value cannot be
reliably measured, the available-for-sale investment 1s carred
at cost, less accumulated impairment. Unless the valuation
falls below its ariginal cost, gains and losses arising from
changes In fair value of avalable-for-sale assets are recognised
directly in equity On disposal the cumulative net gan or loss
15 transferred to the statement of comprehensive income
Valuations below cost are recognised as iImpairment losses

i the income statement Dmdends are recognised in the
mcome statement when the nght to recerve payment 1s
established
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3 3 | Available-for-sale financial assets
27 November 28 Novermber
20t 2010
£'000 £000
Unlisted equity investment — cost and net book value 395 395

The unhisted equrty investrnent comprises a 25% interest

in Paneltex Limited (*'Paneltex’ ) whose registered office 1s

at Panettex House, Somerden Road, Hull, HUS SPE The
Group's 25% interest In Paneftex has not been treated as an
assoclated undertaking as the Group does not have significant
influence over the company In armving at this decision,

the Board has reviewed the conditions set out In 1AS 28

* Investments in Assoctates” and concluded that desprte the
size of its holding it 1s unable to participate In the financial and
operating policy decistons of Paneltex due to the position of
the majority shareholder as Executive Managing Director The
relationshup between the Group and the company 1s at arm's
length

The shares of Paneltex are not quoted In an active market
and their far value cannot be reliably measured As such, the
investment in Paneltex 15 measured at cost less accumulated
impairment.

The Group does not intend to dispose of this Investment in
the foreseeable future if the Group did intend to dispose
of this investment then the antiipated exit route would be
the sale of shares 1o the existing shareholder or another
connected party of Panekex

3 4Working capital

Accounting policies

Inventories

Inventones comprise goods held for resale, fuel and other
consumable goods made up principally of spares  Inventories
are valued at the lower of cost and net realisable value
Goods held for resale and consumables are initially valued on
a current cost basis and adjustments are made at the financial
period end to bnng this to an average cost basis Fuel stocks
are valued at calculated average cost Costs include all direct
expenditure and other appropriate attributable costs incurred
In bringing inventories to their present location and condition

Loans and receivables

Loans and recevables are non-derivatve financial assets with
fixed or determinable payments that are not quoted In an
active market. They are included in current assets, except

for maturtties greater than |2 moniths after the end of the
reporting period These are classified as non-current assets
The Group's loans and recevables comprise “Trade and other
recenvables”,"Short-term investment’ and “"Cash and cash
equivalents 1n the balance sheet
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3.4 Working capital contnued

Trade and other receivables

Trade receivables are recognised initially at farr value and
subsequently measured at amortised cost using the effective
interest method, less provision for impairment A proviston
for impairment of trade recevables 1s established when

there Is objective evidence that the Group will not be able
to collect all amounts due according to the onginal terms of
the recewvables. Significant finanaial difiicutuies of the debtor,
probability that the debtor will enter bankruptcy or financial
reorgamsation, and default or delinquency In payments (more
than 30 days overdue} are considered indicators that the
trade recewable 1s impaired The amount of the provision 1s
the difference between the asset's carrying amount and the
present value of estimated future cash flows, discounted at
the onginal effective interest rate The carrying amount of the
asset 1s reduced through the use of an allowance account, and
the amount of the loss 1s recogrised in the income statement
within administrative expenses When a trade recevable 15
uncollectible, it 15 written off against the aflowance account
for trade recevables Subsequent recoveries of amounts
previously written off are credrted against administrative
expenses in the income statement

Cther recevables are non-interest bearing and are
recogmsed initally at farr value, and subsequently at amortised
cost, reduced by appropriate allowances for estimated
irrecoverable amounts

34| Inventories

Short-term investments
Short-term investrments comprises treasury deposits with a
maturity of greater than three months at balance sheet date

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and

hand, demand deposits with banks, short-term deposiis

with a maturmty of three months or less at the balance sheet
date and bank overdrafts Bank overdrafis are repayable

on demand and form an integral part of the Group's cash
management They are therefore included as a companent of
cash and cash equivalents

Financial liabillues and equity instruments
Financiat habiliies and equity iInstruments are classified
according to the substance of the contractual arrangements
entered into  An equity mstrument 15 any contract that gives
a residual interest in the assets of the Group after deducting
all of its labirties

Trade and other payables

Trade and other payables are initially recogrised at fair value
and subsequently at amortised cost, using the effectve
Interest rate method

27 November 28 Novermber

2011 2010

£'000 £000

Goods for resale 12,391 1,113
Consumables 1,919 1,367
14,310 12,480

Write down of inventories 5.045 3,652

No security has been granted over inventories
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3 42 Trade and other receivables
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27 Novemmber 28 Nowernber

2011 2010

Notes £000 £000

Trade recevables 12,142 7,180
Less provision for impairment of trade recewvables 452 (270) (234)
Net trade receivables 11,872 6956
Other recervables 19,112 7260
Prepayments 6,264 3634
Accrued income 637 719
37,885 18,569

No securtty has been granted over trade and other recevables

Included in other recevables s £9 8 rmillion (2010 £54 million) due from suppliers in refation to suppler funded promotional

activity

The ageing analysis of irade and other recevables (excluding prepaymerits), including the prowision for imparment 1s set out

below
27 November 2011 28 November 2010
Gross  Impairment Gross  Impairment
£000 £°000 £000 £000
Not past due 30,224 — 13,222 —
Past due 0-3 months 1,459 (20) 1,681 (%6)
Past due 3-6 months 118 (92) 192 (86)
Past due over 6 months 90 {88) 74 (52)
31,891 (270) 15,169 {234)

The provisions account for trade recewables 1s used to record impairment losses unless the Group 1s satisfied that no recovery
of the amount owing 15 possible, at that point, the amounts considered irrecoverable are wntten off against trade recevables
drrectly Impairment tesses are included within administrative expenses in the income statement

Trade recevables that were past due but not impaired amounted to £1 4 mullion (2010 £1 7 mifion) and relate to a number
of supplers for whom there is no recent history of defauft The ageing analysis of these trade recervables is as follows

27 November 28 Novermber

2011 2010
£000 £000
Past due 0-3 months 1,369 1585
Past due 3-6 months 26 106
Past due over 6 months 2 22
1,397 1713

3 4 3 Short-term investment
27 Noverber 28 Nowermber
2011 2010
£000 £'000
Treasury deposit — 30000

The short-term investment relates to a £30 million treasury deposit which matured on 26 July 2011
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Notes to the consolidated financial statements continued

3 4 4 Cash and cash equivalents
27 Novernber 28 Noverrber

2011 2010

£'000 £000

Cash at bank and in hand 92,102 124,780
Bank overdraft — (141
92,102 124,639

In January 2011, the Group cancelled the bank overdraft facilty of Ocado Limited and replaced it with a Group composite
account facility with a gross imit of £5 mdlion and net imrt of £nil

Cash and cash equivalent bafances of the Group do not include treasury deposits with matunty dates of over three months In

the prior pericd, a treasury deposit of £30 million held by the Group was classified as a short-term investment

£0 6 milhon of the Group's cash and cash equialents are held by the Group's captive Insurance company to maintain rts

solvency requirements Therefore, these funds are deemed to be restricted and are not avalable o airculate within the Group

on demand

3.4 5 Trade and other payables
27 Novemmber 28 Novermber

2011 2010

£'000 £000

Trade payables 50,771 34,645
Taxation and social securtty 4,361 3,851
Accruals 17,774 14,801
Deferred ncome 2,64% 2,194
75,555 55,491

Deferred income represents the value of delivery income recewved under the "Ocado Delivery Pass” scheme allocated to
future penods, as well as media income from suppliers which relate to future pernods

3 5 Provisions

Accounting policies
Prowisions are recognised when the Group has a present legal or constructive obligation as a result of a past event, it 1s
probable that an outflow of resources will be required to settle the obligation and the amount can be reliably estimated

Insurance claims

Prowisions for insurance claims relate to potential motor insurance claims and potential public lability clams where accidents
have occurred but a clam has yet to be made The prowision 1s made based on estmates provided to Ocado by the third-
party manager of the Ocado Cell in Atlas Insurance PCC Limrted (the "Ocado Cell™)

Dilapidations
Provisions for dilapidations are recognised on a lease by lease basis and are based on the Groups best estimate of the likely
committed cash outflow
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351 Provisions
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Insurance clams Dilapidations Total
£:000 £000 £'000
As at 29 November 2009 — 366 366
Charged/(credited) to the income statement
— additional provision 15 203 318
— unused amounts reversed — (n ()
Used dunng the perod — {122) (122)
As at 28 November 2010 15 446 56!
Charged/(credited) to the income statement
— additional prowvision 506 320 826
— unused amounits reversed — — —
Used dunng the penod 27 (19 (146)
As at 27 November 201 | 594 647 1,241
Analysis of total provisions as at 28 November 2010
Insurance clams  Dilapsdations Total
£000 £000 £000
Current 15 — H15
Non-current — 446 446
115 446 56l
Analysis of total provisions as at 27 November 201 |
[nsurance
clams Dilapidations Total
£'000 £'000 £'000
Current 594 92 686
Non-current — 555 535
594 647 1,241

Insurance claims

The Ocado Celi uses statistical inforrmation built up over several years to estimate, as accurately as possible, the future outturn
of the total clams value incurred but not reported as at the balance sheet date In practice the Qcado Cell receves newly
reported claims after the end of the underwnting penod that have to be allocated to the year of loss (1e the underwriting
year of occurrence) The calculation of this provision involves esumating a number of vanables, principally the level of claims
which may be receved and the level of any compensation which may be payable Uncertainty asscciated with these factors
may result in the uttimate lability being different from the reported prowviston  Although 1t is expected that most claims wilf be
settled within |2 months of the balance sheet date, the exact timing of utihsation of the provision s uncertain

Dulapidations
The dilaprdations prowision is based on the future expected repair costs required to restore the Group's leased buildings and
vans ta their far condiion at the end of their respective lease terms

The CFCI lease expires in 2032, wath leases for the spokes expiring between 2014 and 2021 Contractual amounts are due to
be incurred at the end of the respective lease terms

Leases for vans run for five years, with the contractual amount per van due at the end of the five year lease term If a nop-
contractual option to extend mndividual leases for a further six months 15 exercised by the Group, the contractual obligation
remains the same but 1s deferred by six months
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Notes to the consolidated financial statements continued

Section 4 — Capital structure and
financing costs

4 | Leases and barrowings

Accounting policies

Leased assets

Leases are classified as finance ieases when the terms of

the lease transfer substantially all the risks and rewards of
ownership to the Group All other leases are classified as
operating leases  For property leases, the land and building
elements are treated separately to determine the approprate
lease dlassification

Finance leases

Assets funded through finance leases are capitalised erther

as property, pfant and equipment, or intangible assets, as
appropriate, and are depreciated/amortised over their
esurnated useful lives or the lease term, whichever is shorter
The amount caprtalised 1s the lower of the fair value of the
asset or the present vatue of the minimum lease payments
duning the lease term, measured at the inception of the lease
The resulting lease chligations are included in labilmies, net of
finance charges Finance costs on finance leases are charged
directly to the income statement on the effective interest rate
basis

Operating leases

Assets leased under cperating leases are not recorded on the
balance sheet Rental payments are charged directly to the
income statement on a straight-line basis

Lease incentives

Lease incentives pnmartly include upfront cash payments or
rent-free periods Lease incentives are capitalised and spread
over the period of the lease term

Critical accounung estimates and assumptions

The Group has a number of complex high value lease
arrangements The Group follows the guidance of 1AS |7
“Leases” to determine the classification of leases as operating
leases versus finance leases The classification of a lease as a
finance lease as opposed to an operating iease will change
EBITDA as the charge made by the lessor will pass through
finance charges and depreciation will be charged on the
capitahsed asset Retained earnings may also be affected
depending on the relative size of the amounts apportioned
to caprtal repayments and depreciation 1AS 17 *Leases"
requires the Group to consider splithng property leases into
their component parts (1e land and bullding elements) As
only the bullding elements could be considered as a finance
lease, management must make a judgernent, based on adwice
from surtable experts, as to the relatve value of the land and
buldings

Loans and borrowings

Interest beanng bank loans and overdrafts are initialty
recorded at far value, net of attribuiable transaction costs
Subsequent to imitial recogniion, interest beanng borrowings
are stated at amortised cost with any difference between
cost and redemption value being capitalised to quabfying
assets or recognised In the ncome statement over the perod
of the borrowings on the effective interest rate basis Interest
beanng borrowings have been subcategonsed on the balance
sheet as borrowings and obligations under finance leases
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www ocadogroup com

27 November 28 Novermber

2011 2010
MNotes £000 £:000
Current labiliues
Borrowings 412 3,270 2282
Obligations under finance leases 413 19,643 16,485
12,913 18,767
Non-current liabihues
Borrowings 412 45,793 9,774
Obligations under finance leases 413 42,561 45,573
88,354 55,347
Total borrowings and finance leases 111,267 74,114
4 | 2 Borrowings
Between Between
Less than one year and twa years
one year two years and five years Total
£:000 £000 £000 £000
As at 28 Novenber 2010
Secured loans 2145 3718 6056 11,919
Unsecured Ipans 137 — — 137
Total borrowings 2,282 3718 5056 12,056
As at 27 November 201 |
Secured loans 3,270 3,160 42,633 49,063
Total borrowings 3,270 3,160 42,633 49,063
The secured loans outstanding at period end can be analysed as follows
Carrying Carrying
value as at value as at 28
Principal 27 Novernber November
amount Current Instalment Final payment 2011 2010
£'000 Inception Secured over interest rate frequency due £000 £000
Certain Clearing bank
8,000 May-07 warehouse assets  base rate + 30% Quarterly Feb-t5 5,579 7,158
Freehold Clearing bank
1530 Dec-06 property base rate + | 5% Quarterly Feb-12 803 256
Freehaold
{466 Feb-09 property LIBOR + 225% Quarterly Feb-12 1,063 1,210
Freehold
2,848 Dec-09 property LIBOR + 35% Quarterly Jan-13 2,328 2,595
Property, plant
40,234 k10 and eguipment LIBOR + 35% Notet Jan-14 39.290 —
49,063 11919
Disclosed as
Current 4114 3,270 2,282
Non-current 411 45,793 9774
49,063 12,056

T No caprtal repayments are due on the £100 million credit faciity until S january 20(4 it s the Group's ntention to
refinance the faciity at that time in accordance with the long-term capital management strategy of the Group The carrying
value as at 27 November 2011 15 net of caprtalised transaction costs Details of the associated covenants of this facility can

be found in the Directors' report on page 63

There were no unsecured loans outstanding at period end (2010 £0 | milhon)
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Notes to the consolidated financial statements continued

4 | 3 Obligations under finance leases

27 Novernber 28 Novermber
20114 2010
£000 £000
Obligations under finance leases due
Within one year [9.643 16,485
Between one and two years 18,127 16,121
Between two and five years 17,512 21947
After five years 6,922 7,505
Total obligations under finance leases 62,204 62,058
27 November 28 Novermber
2011 2010
Notes £000 £000
Minimum lease payments due
Within one year 23,072 20087
Between one and two years 20217 18,576
Between two and five years 20019 24,546
After five years 7.921 9,459
71,229 72,668
Less future finance charges {9,025) (10610
Present value of finance lease hiabiliues 62,204 62,058
Disclosed as
Current 411 19,643 16,485
Non-current 411 42,561 45.573
62,204 62,058

The existing finance lease arrangements entered into by the Group contain no restnctions concerruing dividends, additional
debt and further leasing Furthermore, no material leasing arrangements exist relating to contingent rent payable, renewal or

purchase options and escalation clauses
4 2 Analysis of net (debt)/cash
4 2.1 Net (debt)/cash

27 November 28 Novermber
2011 2010
Notes £'000 £'000
Current assets
Cash and cash equivalents 344 92,102 124,639
Short-term investrment 343 — 30,000
92,102 154,639
Current habilitres
Borrowings 412 (3.270) (2,282)
Obligations under finance leases 413 (19.643) (16.485)
(22.913) {18,767)
Non-current lrabilities
Borrowings 412 (45,793} (3.774)
Obligations under finance leases 413 (42,561) (45,573)
(88,354) (55.347)
Total net (debt)/cash (19,165) 80525
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4.2 2 Reconcihation of net cash flow to movement in net (debt)/cash

27 November 28 Noverrber
2011 2010
£'000 £000
Net (decrease)/increase in cash and cash equivalents (32,802) 111,622
Exchange adjustments 265 —
(Decrease)/increase in short-term investment {30,000) 30,000
Net (increase)/decrease in debt and lease financing (27.883) 56,430
Non-cash movements
— Assets acquired under finance lease (9,270 (10479
Movement in net (debt)/cash n the period (99,690) 187,573
Opening net cash/(debt) 80,525 (107.048)
Closing net (debt)/cash (19,165) 80,525

4 3 Finance income and costs

Accounting policy
Borrowing costs

Borrowing costs which are directly attnibutable to the acquisition er construction of quahfying assets are capitalised They are
defined as the borrowing costs that woutd have been avoided if the expenditure on the qualifnng asset had not been made
All other borrowing costs which are not capitalised are charged to finance costs, using the effective interest rate method

4 3 | Finance income and costs

52 weeks 52 weeks
ended ended
27 Novernber 28 Novermber
2011 2010

£000 £000
Interest on cash balances and short-term investment 164 557
Other interest 4 12
Fair value movement in denvative financial instruments — 9233
Finance income 1,168 1,502
Borrowing costs
— Bank loans and overdrafts (17) 31
— Obligations under finance leases (4,080) (4.356)
— Borrowings (957) (3.970)
Caprtahsed borrowing costs 552 —
Fair value movernent on denvatve financial instruments (161) —
Finance costs {4,663) (8.357)
Net finance costs {3.495) (6.855)

The current penced far value movement on the dervative financial instruments arose from far value adjustments on the
Groups cash flow hedges The prior penod fair value movement, on the dervative financial instruments arose from fair value

adjustrnents on warrant agreements

Included in interest on borrowings 1s an amount of £l (20£0 £1%7,000) relating to the accelerated amortisation of prepaid

arrangement fees
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Notes to the consolidated

4 4 Derivative finanaial instruments

Accounting policies

Dervative financial instruments

Denwvative financial instruments are nitially recogrised at fair
value on the contract date and are subsequently measured
at their fair value at each bafance sheet date The method of
recognising the resulting farr value gain or loss depends on
whether the derwative 1s designated as a hedging instrument
and the nature of the item being hedged At 27 November
2011 the Group's dervative financial instruments consist

of interest rate swaps which are designated as cash flow
hedges of the future interest payments, and forward foreign
exchange contracts which are designated as cash flow hedges
of highly prabable forecast transactrons

The Group docurments at the inception of the hedge the
relationship between hedging instruments and hedged
rterns, the risk management objeciives and strategy and

its assessment of whether the dervatives that are used in
hedging transactions are highly effective in offsetting changes
in fair values or cash flows of hedged items

4 4 | Derwvauve financial instruments

financial statements continued

This assessment 1s performed retrospectively at each financial
reporting period Movements on the hedging reserve within
shareholders’ equity are shown in the consohdated statement
of comprehensive Income The full fair value of hedging
dervatives are classified as current when the remaining
maturty of the hedged rtem s less than 12 months

Cash flow hedging

The effectrve portion of changes In the far value of
derwvatives that are designated as cash flow hedges and
qualify {or hedge accounting 1s recognised in equity Amounts
accumulated in equity are recycled in the Income statement
In the penods when the hedged item affects profit or

loss When the hedged forecast transaction results in the
recogntron of property, plant and equipment the gains or
losses previously deferred in equity are ingluded in the intial
cost of the asset and are ultimately recognised in profit or
loss within the depreciation expense  Dunng the pencd all
the Group's cash flow hedges were 100% effective and there
i1s therefore no ineffective portion recogrised in profit or loss

27 Nowermber 28 Novernber

2011 2010
£'000 £000
Dervative asset
Forward foreign exchange cantracts {cash flow hedges) I 472
Dermvative hability
Forward foreign exchange contracts {cash flow hedges} (266) —_
Interest rate swaps (cash flow hedges) (52) —
(318) —

Forward foreign exchange contracts

The notional principal amounts of the outstanding forward
foreign exchange contracts at 27 November 201§ were

€31 6 million (2010 €17 6 milkon) The corresponding
amounts in sterling at 27 November 201 | were £27 4 million
(2010 £14 1 rtlion)

The hedged highly probable forecast transactions
denominated in foresgn currency are expected to occur

at vanous dates during the next ten months  Cumulative
gains and losses recogrised in the hedging reserve within
other comprehensive income are £1 4 milhion (2010 £08
million) These gains are recognised In the Income statement
in penods during which the hedged forecast transaction
affects the income statement, which for property, plant and
equipment 1s over the useful life of the asset (three to 25
years)

Interest rate swaps

The Group has entered into interest rate swaps to convert
interest payable on certan floating rate debt from a variable
to a fixed interest rate  As at 27 November 201 | the
notional amount of interest rate swaps was £25 4 milion
(2010 £ml), representing 5025% (2010 nil) of gross Group
borrowings

The swaps have been accounted for as cash flow hedges with
interest payable on non-current borrowings designated as
the hedged item The hedged item and the hedging interest
have the same cntical terms and thus all hedges were highly
effective for the period
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4 5 Financial instruments

Accounting policies

Financial assets and financial labilities are recognised on the
balance sheet when the Group becomes a party to the
contractual prowisions of the instrument

The Group dassifies tts financial instruments in the following
categones

Avallable-for-sale,

Loans and recenvables,

Other financial habilities at amortised cost, and
Financial assets and habilities at fair value through the
profit or loss

The classification depends on the purpose for which the
financial assets and habilires were acquired Management
determines the classfication of rts financial instruments at
initial recognition or In certain circumstances on modification

Offsetting financial instruments

Financial assets and liabilities are offset and the net amount
reported Iin 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 simuttaneously

Impairment of financial assets

Assets carried at amortised cost

The Group assesses whether there 15 objective evidence

that a financial asset 1s impaired at the end of each reporting
period A financial asset 1s impaired and an impairment loss
recognised if there 1s objective ewdence of imparrment as a
result of a loss event that occurred after the initial recognition
of the asset and the loss event has an impact on the
estimated future cash flows of the finanoal assets that can be
rehably estimated

The critera that the Group uses to determine that there is
objective evidence of an impairment loss include but are not
hmited to

www ocadogroup com

Financial difficuity indicators,

Breach of contract such as missed payments,
Fraud,

Bankruptcy; and

Disappearance of an active market

The amount of the loss 1s measured as the difference
between the asset's carrying value and the present value of
estimated future cash flows discounted at the financial asset’s
onginal effective interest rate The asset’s carrying value is
reduced and the loss recognised In the Income statement.

If. in a subsequent penod, the iImparrment loss decreases and
the decrease can be related objectively to an event occurnng
after the impairment was recognised, the reversal of the
prevtously recognised impairment loss 1s recognised in the
Income statement

Available-for-sale financial assets

Equity investments classified as avallable-for-sale and held

at cost are reviewed annually to identify if an impairment

loss has occurred The amount of the impairment loss 1s
measured as the difference between the carrying value of the
financial asset and the present value of estimated future cash
flows discounted at the current market rate of return for a
similar financial asset Impairment losses recognised in the
Income statement on equity Investments are not reversed

45 | Fair value of financial instruments

Financial instruments carred at fair value in the balance sheet
comprise the dervative assets and liabilities, see Note 44 |
The Group uses the following hierarchy for deterrmining and
disclosing the fair value of these financial Instruments

® Quoted prices (unadjusted) in active markets for identical
assets or habiliuies (level 1)

® Inputs other than quoted prices included within level
| that are observable for the asset and hability, either
directly or indirectly (level 2)

® inputs for the assets or labilities that are not based on
observable market data (that 1s unobservable inputs)
(level 3}

The Group's dervative assets and habilites are classified as
Level 2
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Notes to the consolidated financial statements continued

4 5 | Fair value of financial iInstruments contnued

Set out below 1s a companison by category of carrying values and fair values of all financial instruments that are included in the

finanoal statements

27 November 2011

28 November 2010

Carrying Carryng
value Fair value value Fair value

Notes £000 £'000 £000 £000
Financial assets
Cash and cash equivalents 344 92,102 92,102 124,639 124,639
Short-term investment 343 — — 30,000 30,000
Trade recevables 342 11,872 11,872 6956 6,956
Other recevables (incl accrued income,
excl prepayments) 342 19,749 19,749 7979 7979
Denvative asset 441 ] tl 472 472
Avallable-for-sale financial asset 331 395 395 395 395
Total financial assets 124,12% 124,129 170441 170,441
financial habilities
Trade payables 345 (50.771) (50.771) {34,645) (34,645)
Accruals 345 (17,774) (17.774) (14.801) (14.801)
Borrowings 412 (49,063) (44.741) (12,056) (11,739
Finance lease obligations 413 (62.204) (62,204) (62058) (62,058)
Denvative hability 441 (318) (318) — —
Total financial habihves {180,130) (175,808) (123 560) (123,243)

The dervative asset relates to forward foreign exchange
contracts, the far value of which was determined with
reference 1o the forward rate to the date of matunty for all
such contracts at penod end

The dervative liability relates to forward foreign exchange
contracts and interest rate swaps The farr value of the
forward foreign exchange contracts was determined with
reference to the forward rate to the date of matunty for all
outstanding forward foreign exchange contracts at penod
end The fair value of the interest rate swaps was determined
with reference to the fixed rate to the date of maturity for alt
outstanding interest rate swaps at perniod end

The Group's only available-for-sale financial asset consists of
an unhsted equity investment of which the fair value cannot
be relably determined, and which 1s therefore measured at
cost. There has been no movement in this investment dunng
the penod

The farr values of cash and cash equrvalents, the short-term
investment, receivables, payables and accruals and borrowings
of a maturny of less than one financal penod are assumed to
approximate to their carrying values but for completeness are
included in this analysis

The interest rate used to discount borrowings 1s based on a
LIBOR plus margin measure blended for the type of securty
offered and was calculated as 5% (2010 5%

The far values of all other financial assets and habilities have
been calculated by discounting the expected future cash flows

at prevaling market interest rates

452 Credit risk
The Group's exposures to credit risk arise from holdings of
cash and cash equwalents, a short-term investment, trade and
other recevables {excluding prepayments) and dervative

assets

Exposure to credit risk

The carrying value of these financial assets, as set out In Note
45 |, represents the maximum credit exposure No collaterat
I1s held as securtty against these assets

Cash and cash equivalents and short-term investment

The Group's exposure to credit nsk on cash and cash
equivalents and the short-term investment 1s managed by
investing 1n banks and financial nstrtutions with strong credit
ratings and by regular review of counterparty nisk in ight of
the current economic chmate The Group's guideline is to
maintain transacttonal bank accounts and term deposits with
financial nstitutions which carry a Moody's raung of Aa3/P|
for long-term and short-term deposits
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4 5 2 Credit risk conunued

Trade and other recemvables
Trade and other recevables at the period end comprise mainly mortes due from suppliers, which are considered of a good
credit quality The Group provides for doubtful recevables in respect of monies due from suppliers

The Group has very low retall credit risk due to transactions being prnnapally of a high velume, low value and short maturity
and the Group's effective controls over this area The Group has provided for doubtful recesvables in respect of consumer

sales by reviewing the ageing profile and based on prior experence, assessing the recoverability of overdue balances

Mavements in the provision for the tmpairment of trade and other recevables are as follows

27 November 28 Noverrber

200N 2010

Notes £'000 £000

At the beginning of the period (234) (189)
Increase in provision for imparment of receivables (251) (304)
Uncollectible amounts wrrtten off 215 217
Recovery of amounts previously provided — 42
At the end of the pertod 342 (270) (234)

4.5 3 Liquidity risk

To manage the working capital needs of the business, the Group 1s reliant on being able to negotiate suficient financing
arrangements To achieve this, the Group mamtains a mixture of short and medium-term debt and lease finance arrangements
that are designed to ensure 1t has sufficent avadable funds to finance its operations  Dunng the peried the Group cancelled

its committed standby bank overdraft facility of £5 million and replaced it with a Group composite account facility with the
requirement that the aggregate of favourable cash balances offset adverse cash balances, with a imrt of £5 million adverse
balance on any one account within the Group

The Group monitors its lquidity requirements to ensure it has sufficient cash to meet operational needs while maintaming
sufficient headroom on its undrawn committed borrowing facilities at all times so that the Group does not breach borrowing
limits or covenants (where applicable) on any of its borrowing facitities  For further details see Note 48

The table below analyses the Group's financiat iabiities into relevant maturity groupings based on the remaining peried at
the balance sheet date to the contractual maturity date The amounts disclosed in the table are the carrying values and
undiscounted contractual cash flows

Carrying  Contractual | year -2 2-5  More than
value cash flows or less years years 5 years
Notes £000 £000 £000 £000 £000 £000
Financial habilities
Trade payables 345 (34.645) (34.645) (34.645) — — —
Accruals 345 (+4,801) (14.801) {14801} — — —
Secured loans 412 (11.919) (12.8%1) (2.580) {4.033) (6.278) —
Unsecured loans 412 (137} (1403 (141) — — —
Obligations under
finance leases 413 (62,058) (72,668) (20.087) (18.576) (24.546) {3459
28 November 2010 (123560) (135,146) (72,254) (22,609) (30,824) (9.459)
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Notes to the consolidated financial statements continued

4.5 3 Liquidity risk conunued

Carrying Contractual | year -2 2-5  More than
value cash flows or less years years 5 years
Notes £'000 £'000 £000 £'000 £000 £'000
Fimancial liabihues
Trade payables 345 (50,771) (50,771) (50,771) — — —
Accruals 345 (17.774) (17.774) (17.774) — —_ —
Secured loans 412 (49,063) (54.825) (5.999) (5.764) (43,062) —
Cbligations under
finance leases 413 (62,204) (71,229) (23,072) (20,217) (20,019) (7.921)
Denvative habilities 441 (318) (318) (315) (3) — —
27 November 201 | (179.812) {190.322) (95,653) {24,023) (62,725) (7.921)

4 5 4 Market risk

Currency nisk
The Group has foreign currency exposure in relation to its foreign currency trade payables and a portion of tts cash and cash
equivalents

Foreign currency trade payables anse princepally on purchases of plant and equiprment  Euro bank accounts are maintained
in order to minirise the Group's exposure to fluctuations in the euro relating to current ang future purchases of plant and

equipment Forward foreign exchange contracts are entered into to hedge future purchases of plant and equipment in Euro

The Groups exposure to currency nisk 1s based on the following amounts

27 Novemmber 28 Novermber

2011 2010

£000 £000

Cash and cash equivalents — Euro 507 5318
Trade payables at period end — Euro (768) {1,254)
Denvatve (hability)/asset (forward foreign exchange contracts) — Euro (255) 472
(516) 4,536

The table below shows the Group's sensitivity to changes in foreign exchange rates on its Euro-related finanaial instruments

27 November 201 | 28 November 2010
Increase/ Increase/ Increase/ Increasef
{decrease) in (decrease) n (decrease) n (decrease)In
income equity income equrty
£°000 £'000 £000 £'000
10% appreciation of the euro 143 2,718 760 1453
10% depreciation of the euro (130) (2471) (734) (1.324)

A strengthening of the euro, as indicated, against sterling at 27 November 201 | would have increased/(decreased) equity
and profit or loss by the amounts detaled above This analysis 1s based on foreign currency exchange rate varances that the
Group considered to be reasonably possible at the end of the penod  The analysis assurnes that all other vanables remain
constant.
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4 5 4 Market risk continued

Interest rate risk

The Group 15 exposed to interest rate nsk on 1ts floating rate interest bearing borrowings and floating rate cash and cash
equivalents The Group's interest rate nisk policy seeks to minimise finance charges and volatility by structuring the mterest rate
profile into a diversified portfolio of fixed rate and floating rate financial assets and liabilthies  Interest rate risk on sigmificant
floating rate interest bearing borrowings is managed using interest rate swaps

At the balance sheet date the interest rate profile of the Group's interest beanng financial instruments was

27 Novermber 28 MNovermber

2011 2010
£'000 £000
Fixed rate instruments
Financial assets 41,737 79,628
Financial habilities (62,204) - (62.195)
Variable rate instruments
Financial assets 50,366 75011
Financial habilities {49,063} (11,219)

Sensiuvity analysis

Anincrease of 100 basis points (I 09) in interest rates at the balance sheet date will increase equrty and profit or loss by the
amounts shown below A rate of 100 basis points was deemed appropriate, considening the current short-term interest rate
outlook. This calculation assumes that the change occurred at the balance sheet date and had been applied ta risk exposures
existing at that date This analysis assumes that all other vanables remain constant and considers the effect on financial
instruments with vanable interest rates

27 Novermber 28 Novermber

2011 2010
£°000 £000
Equity
Gain 349 600
Income
Gan 349 &00
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45 5 Financial instruments by category

The Group has categonsed tts finanoial instruments as follows

Financial
assets and
habiirties at
Financal far value
liabirties at through
Availlable- Loans and amortised profit and
for-sale  recevables cost loss Total
Naotes £000 £000 £000 £000 £'000
As at 28 November 2010
Financial assets as per the balance sheet
Cash and cash equivalents 3144 — 124,639 — — 124,639
Trade and other recevables
(excluding prepayments) 342 — 44935 — — 44,935
Available-for-sale financial asset 331 395 — — — 395
Denvative asset 44| — — — 472 472
395 169,574 — 472 170,444
Financial habilities as per the balance sheet
Trade payables 345 — — 34,645 — 34,645
Accruals 345 — — 14,801 — 14,801
Borrowings 412 — — 12,056 — 12,056
Obligations under finance leases 443 — — 62,058 — 62,058
— — 123,560 — 123,560
Financial
assets and
llabihiues at
Financial fair value
labilities at through
Available- Loans and amorused profit and
for-sale  recewables cost loss Toral
Notes £000 £'000 £'000 £'000 £'000
As at 27 November 2011
Financial assets as per the balance sheet
Cash and cash equivalents 344 — 92,102 — —_— 92,102
Trade and other recevables
(excluding prepayments) 342 — 31,621 — — 31,621
Available-for-sale financial asset 331 395 — — — 395
Dervative asset 441 - -— — il 1
395 123,723 — H 124,129
Financial habiliues as per the balance sheet
Trade payables 345 — — 50,771 — 50,771
Accruals 345 — — 17,774 — 17,774
Borrowings 412 — — 49,063 — 49,063
Obligations under finance leases 413 — — 62,204 — 62,204
Denvative liabilrty 44| — — — 38 38
— — 179,812 38 180,130
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4 6 Share capital and reserves

Accounting policy

wwwocadogroup com

Equity instruments 1ssued by the Group are recerded at the proceeds receved, net of direct 1ssue costs

4.6.1 Share capital and reserves

27 November 2011 28 Novemnber 2010

Number of Number of
shares £'000 shares £000
Authorised
Ordinary shares of 2 pence each 600,000,000 12,000 00,000,000 12,000
Allotted and fully pad
Ordinary shares of 2 pence each 558,362,139 11,167 553428201 11,068

Included in the total number of ordinary shares outstanding above are 36,305,099 (2010 32,476,700) shares held by the

Group's employee benefit trust (see Note 4 6 1(a))

As at 27 November 2011, the number of ordinary shares avalable for 1ssue under the Block Listing Facility were 4,352,024
{2010 5.276,413) These ordinary shares will only become aliotted when share options under the Group's ESOS and
nen-employee share options have been exercised, and are therefore not included in the total number of ordinary shares

outstanding above
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Notes to the consolidated financial statements continued

4 6 | Share capital and reserves continued

The movements in the called up share capital and share prermium accounts are set out below

Convertible
Ordinary  preference Convertible
shares shares Ordnary  preference Share
Number of  Number of shares shares premium

Notes shares shares £000 £000 £000
At 29 November 2009 | 525,757 2474749 15 25 310,836
Allotied in respect of executive share
ownership scheme of Ocado Limited 47 (a) 6,635 — — — 731
Allotted in respect of joint share
ownership scheme of Ocado
Limited 47 1(b) 324,767 — 3 — 48712
Cancellation of Ocado Limited
ordinary and convertible
preference shares 461(b) (1.857.159)  (247474%) {18) (25) —
lssue of ordinary and convertible
preference shares by Ocado Group pic 46 1(b) 185715900 247474500 204,287 272222 —
Ocado Group plc caprtal reduction 46 I(b) — — {200,573) (267,273) —
Reverse acquisition of Ocado
Limited by Ocado Group plc 46 1(c) — — — — (360,279
Issue of ordinary shares by Ocado
Group plc on IPO 118,968,225 — 2379 — 211,763
Issue of ardinary shares to the
Chairman on IPC 55,555 — I — 99
Share 1ssue costs — — — — (6,881)
Conversion of preference shares to
ordinary shares on IPO 247474500 (247,474,900) 4349 {4.949) —
Allotted In respect of the executive
share ownership scheme of Ocado
Group plc 47 I{a) 1,032,921 — 21 — 978
Allotted in respect of non-
employee share options issued by
Creado Group plc 471 180,700 — 4 — 135
At 28 November 2010 553,428,201 — 11,068 — 206,094
Allotted in respect of executive
share ownership scheme 47 I{a) 935,137 — 19 — 940
Allotted in respect of joint share
ownership scheme 471(b) 3990799 — 80 — 6,704
Allotted 1n respect of sharesave
scheme 47 1{d) 602 — — — I
Allotted in respect of non-
employee share cptions 47 1(c) 7,400 — — — 7
Dhsposal of treasury shares — — — — 37
At 27 November 2011 558,362,139 — h,167 — 213,783

The ordinary shares held by the trustee of the Group's employee benefit trust pursuant to the joint share ownership scheme
are treated as treasury shares in the Group's consolidated balance sheet in accordance with 1AS 32 “Financial instruments
Presentation’ These ordinary shares have voting nghts but these have been warved by the trustee  The number of allotted,
called up and fully paid shares at the end of each period differs from that used in the loss per share calculation in Note 2 3 as

loss per share Is calculated using the weighted average number of ordinary shares in issue dunng the perod, excluding treasury

shares
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4 6.1 Share capital and reserves continued

In the prior penod, convertible preference shares were
convertible into the same number of ordinary shares, either
at the option of the holder or on the occurrence of certain
trnigger events, iInduding a public hsting The convertible
preference shares ranked pan passu with ordinary shares,
with the exception that on return of assets on a liquidation,
reduction of caprtat or otherwise, the helders of the
convertible preference shares shall be entitled in respect

of their preference shares (in proportion 10 the number of
such shares held by each of them) in prionty to all other
shareholders, to the surplus assets of the Company remaining
after payment of its liabilities, the subscription price for their
preference shares together with a sum equal 10 any arrears of
dividends declared calculated down to the date of the return
of assets

On 9 February 2010 the Company acquired the entire share
capital of Ocado Limnted As a result of this transaction,

the shareholders in Ocado Limrted receved shares in the
Company in direct proportion to their original shareholdings
in Ocado Limrted Shareholders were issued 100 shares in
the Campany for every one share in Ocado Limited The
shares in the Company have a nominal value of 2 pence each

www ocadogroup com

On 26 July 2010 the Company's shares were admitted to the
Premium Listing segment of the Cfficial List of the UK bisting
Authonty and to trading on the main market of the London
Stock Exchange (the “Listing™} In conjunction, the Company
made an inbal public offering ("IPO"} of 118 968 225

new 2 pence ordinary shares at a price of |80 pence per
ordinary share Also In conjunction, 247,474,900 convertible
preference shares converted to ordinary shares

Also in the prior pertod, costs relating directly to the new
1ssue of shares ta the amount of £6 % million were deducted
from the share premium account Attnbutable IPO costs
were allocated between the share premium account and
profit and loss account in proportion to the number of
primary and secondary shares traded on Admission Other
costs attrbutable to the Listing were expensed

In the prior perod, costs expensed in the amount of £35
mifhon 10 relation to the IPO related primanly to legal and
professional fees

The movements in reserves other than share premium are
set out below

Other Reserves

Foretgn
Treasury Reverse currency
shares acquisition Far value translaticn
reserve reserve reserve reserve
Notes £000 £'000 £000 £000
At 29 November 2009 — — — —
Allotted in respect of joint share ownership
scheme of Ocado Limited 47 1(b) (47741) — — —
Issue of ordinary and convertible preference
shares by Ocado Group plc 461(b) — (476,509) — —
Reverse acquisttion of Ocado Limited by Ocado
Group plc 46 1(c) — 360,279 — —
Farr value movement on derwvative financial
instrument 46 1(d) — — 726 —
At 28 November 2010 (47,741) (116,230) 726 —
Allotted in respect of joint share ownership
scheme 47 1(b) (6,308) — — —
Disposal of treasury shares 244 — — —
Fair value movement on derivative financial
instrument 46 (d) — — (716} —
Translation of forergn subsidiary — — — (H
At 27 November 201 | (53.805) (116,230) 10 (N
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Notes to the consolidated financial statements continued

4.6.1 Share capital and reserves contunued

{(a) Treasury shares reserve

This reserve arose In the prior penod when Ocado Limited
{prior to the Group’s restructunng) 1ssued equity share
caprtal under the JSOS, which 1s held in trust by the trustee
of the Group's emplayee benefit trust. Dunng the current
pertad, the Company issued a further 3,990,799 ordinary
shares to the Group's employee benefit trust pursuant to

a new phase of the Group's |[SOS The consideraticn paid

is deducted from total shareholders' equity and classified as
treasury shares on conschdation Treasury shares cease 1o
be accounted for as such when they are sold or the interest
1s transferred in full to the participant pursuant to the terms
of the ]SOS See Note 47 |(b) for more information an the
§SOS5

(b) Scheme of Arrangement and Capital Reduction

On 9 February 2010, pursuant to a scheme of arrangement,
all of Ocado Limited's ordinary and convertible preference
shares were cancelled Immediately thereafter Ocado Limrted
issued 100 ordinary shares to the Company for £1 and

In consideration of that and of the canceltation of Ccado
Limieds ordinary and preference shares, the Company 1ssued
185,715,900 ordinary shares and 247,474500 convertible
preference shares on the basis of |00 ordinary and/or
preference shares for each Ocado Limited ordinary share
and/or preference share held The effect of the scheme of
arrangement was to replicate the shareholders’ register of
Ocado Limited at the Company level

On 16 February 2010, pursuant to an order of the Court
confirming the reduction of capital of the Company, the
Company's share caprtal was reduced by decreasing the
nominal value of each ordinary and convertible preference
share issued pursuant to the Scheme of Arrangement from
110 pence to 2 pence This created distributable reserves of
£467 8 milion

(<) Reverse acquisiuon reserve

The acquisition by the Company of the entire 1ssued share
capital of Ocado Limited has been accounted for as a
reverse acquisition under [FRS 3 (revised) Consequently, the
previously recognised book values and assets and habilities
have been retained and the consolidated financial information
for both the current and prior periods have been presented
as If the Company had always been the parent company of
the Group

(d) Other reserves
Cther reserves consist of the foreign currency translation
reserve and the fair value reserve

The fair value reserve compnises gains and losses on the far
value moverments of the Group's cash flow hedges

The foresgn currency translation reserve 1s used to record
exchange differences ansing from the translation of the
financial statements of an indirect foreign subsidiary of the
Company, Ocado Information Technology Limited, which 1s
incorporated in the Republc of Ireland and whaose functional
currency is the euro

4 7 Share-based payments

Accounting policies

Employee benefits

Employees (including Directors) of the Group receive
remuneration in the form of share-based payments, whereby
employees render services in exchange for rights over
shares (“equrty-settled transactions'”) The cost of equity-
settled transactions with employees 1s measured with
reference to the far value at the date on which they are
granted Fairvalue is measured using the Black-Scholes
Option Pricing Model The expected Iife used in the model
has been adjusted based on management's best estimate,
for the effects of non-transferability, exercise restrictions
and behavioural considerations  In valuing equity-settled
transacttons, no account 1s taken of any performance
conditions

The cost of equrty-settled transactions Is recognised, together
with a corresponding increase In equity, over the years in
which the performance condions are fulfilled, ending on the
date on which the relevant employees become fully entrtled
to the award (‘vesting date”)

At each reporting date, the cumulative expense recognised
for equity-settled transactions reflects the extent to which the
vesting penod has expired and the number of awards, that in
the opinion of the Directors, will ultimately vest. Directors’
estimates are based on the best avallable information at that
date

No expense 1s recognised for awards that do not ultimately
vest, except for awards where vesting 1s conditional upen a
market condition, which are treated as vesting irrespective
of whether or not the market condition 15 satisfied, provided
that all other performance condrnions are satsfied

The Group has exposure in respect of cash-settled share-
based payment transactions and share-based payment
transactions with cash afternatives as defined by IFRS 2
“Share-based Payment” only in respect of bad leaver
provisions In the Group's J50O5
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47 | Share options and other equity
mnstruments

The Group currently operates three employee share
incentive schemes, namely the executive share ownership
scheme (the “ESOS"), the joint share ownership scheme (the
"|SOS"} and the Sharesave Scheme

The total expense for the penod relating to employee share-
based payment plans was £0 6 milhon (2010 £03 mithon),
all of which related to equity-settled share-based payment
transactions, except for £0 { millon in the prior penod
relating to a cash-settled share-based payment

(a) ESOS

The Group’s ESOS is an equity-settled share option scheme
approved by HMRC Options may also be granted under
the terms of a schedule, which 15 not so approved The ESOS
was established by Ocado in 2001

Under the ESOS, Ocado or the trustees of an employee trust
may grant options over shares in the Company to eligible
employees The eligible employees to whom options are
granted and the terms of such options will be determined

by the Directors of Ocado or the trustees The employees
whao are elgble to participate in the ESOS are a!l Ocado's
Executive Directors and employees, including the employees
of the Company’s subsidianes  Options are not transferable

The exercise price of options may not be less than the
market value of the Company’s shares an the date of grant
If the trustees or the Directors have determined that the
exercise of an option will be satisfied by the issue of ordinary
shares, the exercise price may also not be less than the
norminal value of ordinary shares

www ocadogroup com

The Directors of Ocado or the trustees may impose a
performance target and any further condrion determined

to be appropnate on the exercise of an option Any
performance target must generally be measured over a
period of at least three years There are currently no options
granted which are subject to performance targets that have
not yet been met

The vesting penod for the ESOS is three years If the options
remain unexercised after a perod of ten years from the

date of grant or the employee leaves the Group, the options
expire (subject to a imited number of exceptions)

On 9 February 2010 the ordinary shares and convertible
preference shares in Ocado Limited were converted into
ordinary shares and convertble preference shares in Ocado
Group plc on a | 100 basis with a nominal value of 2 pence
per ordinary share The pror penod opening balance and
movements during the pnor penod have been disclosed as if
the conversion occurred at the beginning of that period
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Notes to the consolidated financial statements continued

4.7.1 Share options and other equity instruments continued

At each respective balance sheet date the outstanding options were as follows

Year of 27 November Exercise 28 Novermber Exercise
Issue 2011 price (£) 2010 price (£) Exercise pertod
Approved 2001 260,308 080 593725 080 21/08/03 - 29/1 /11
2001 17,744 090 17,744 090 30/11/04 —29/11411
2002 59,162 050 128,181 090 31/05/05 — 29/11/12
2003 97,194 0%0 120,053 090 31/05/06 - 29/11/13
2004 123,385 090 183,426 090 31/05/07 - 2941 1/14
2005 255,088 I 00 367,789 100 31/05/08 =29/t 1/15
2005 66,866 115 70,170 15 31/05/08 — 30/05/15
2006 86,320 140 138,890 | 40 31/05/09 - 30/05/16
2006 86,327 | 50 115,028 I 50 30/11/0% —29/1 1116
2007 414,270 I 50 587,939 I 50 310510 -29/11417
2008 166,816 I35 225,578 I35 30/11711 =29/11/18
2008 393,212 |20 445,751 |20 31/05/t 1 - 30/05/18
200% 225,796 120 240,554 I 20 31/05/12 — 30/05/19
2009 1,182,523 I35 1,354,12¢ I35 OV 112 =29/1 119
2010 981,348 | 65 1,151,593 | 65 30/06/13 — 29/06/20
2011 325,80 | 89 — — 19/07/14 — 18/07/21
2011 805,243 255 — — 14/02/14 — 13/02/21
Toral approved options 5,547,413 5,740,542
Year of 27 Noverber Exeraise 28 Noverber Exercise
issue 2011 price (£) 2010 orice (£) Exercise period
Non-Approved 2001 21,563 080 46,563 080 21/08/03 = 29/1 L 1
2001 10,856 090 35856 090 30/11/04 = 29/1 171t
2002 31,009 090 56,787 090 31/05/05 - 29711712
2002 175,000 {00 175,000 1 00 07/02/05 - 30/05/12
2002 350,000 | 50 350,000 150 07/02/05 - 30/05/12
2003 100,000 090 100,000 090 30711706 —29/11/13
2005 754 100 754 100 30/11/08 - 29/11/15
2005 787,436 115 808,236 115 16/05/08 — 29/11/15
2007 50,833 150 50,833 150 31/05/10 - 30/05/17
2009 267,500 120 267,500 120 31/05/12 — 30/05/19
2009 24,074 135 24,074 135 16/11/12 — 1511719
20t 37,038 | 89 — — 15/07/14 — 18/02/21
Tota! unapproved opuons 1,856,063 1,915,603
Total 7,403,476 7,656,145
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4.7 | Share options and other equity instruments continued

Of the total employee share options above, the following options were subject to performance critena in relation to the
average contribution by basket and EBITDA

27 November 2011 28 November 2010
Year of Number of Exercse Nurmber of Exercise
issue  share options pxe(f) daeopwrs price (£} Exercise penod
2005 170,670 115 t70,670 115 31/05/08 — 30/05/15
2009 254,000 120 254,000 | 20 31/05/12 - 30/05/19
Tosal options subject to
performance criteria 424,670 424,670

Details of the movernent in the number of share options outstanding during each period are as follows

27 November 2011 28 November 2010
Weighted Weighted
Nurmber of average  Number of average
share exercise share exercise
options price (£) optons price (£)
Outstanding at the beginning of the period 7,656,145 127 10593611 115
Granted duning the pened 1,352,275 236 1313929 165
Forferted dunng the penod (669,807) 172 (2554,974) 112
Exercised dunng the period (935,137) 102 (16%6421) 02
Qutstanding at the end of the period 7,403,476 | 46 7.656,145 | 27
Exercisable at the end of the period 3,092,598 120 3,662,300 Il

Since the Company's Admission, the market value of the Company's shares at each option grant date was taken to be

the closing mid-market price of the shares on the day prior to 1ssuance  Prior to the Admission, the market value of the
Company's shares was dertved based on the market value of smilar companies and by taking into account transactions with
shareholders during the relevant periad The Share Valuation Office of HMRC has confirmed in correspondence that in
respect of options granted pnor to Admission, the exercise price was not less that the market value of the Company’s shares
at each option grant date

The ESOS share options were exercised on a regular basis throughout the current and pror periods  For these exercises, the
weighted average share price at the date of exercise was £2 17 (2010 £1 53)

In determining the fair value of the share options granted during the period, the Black-Scholes Option Praing Model was used
with the followtng nputs

27 Noember 28 Nowermber

2011 2010
Weighted average share price £2 36 £165
Weighted average exercise price . £236 £165
Expected volatility 025 025
Weighted expected ife — years 300 300
Risk-free interest rate 35% 35%
Expected dividend yeld 00% 00%

Expected volatiity was determined by comparning the Company to others of a similar size or which operate in a similar
industry The expected life used in the mode! has been adjusted, based cn management's best estimate, for the effects of non-
transferability, exercise restnictions, and behavioural considerations Al share awards under the ESOS are equrity-seitled
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Notes to the consolidated financial statements continued

47 | Share options and other equity instruments conunued

The weghted average reraining contractual hves for outstanding share options under the ESOS are as follows

27 November 2011 28 November 2010
Weghted Weighted
average average
Number of remaining Number of remaining
Exercise share  contractual Exercise share  contractual
price (£} options hfe (years) price (£} options Ife {years)
080 281,871 — 080 640,288 |10
090 439,350 19 %0 642,047 30
100 430,842 25 100 543,543 38
115 854,302 35 15 878,406 45
120 886,508 74 120 953,805 84
135 1,373,413 79 135 1,603,773 89
140 86,320 45 | 40 138,890 55
150 901,430 37 | S0 1,103,800 51
165 981,348 8é I 65 1,151,593 g6
| 89 362,849 26 _ — —
255 805,243 92 — — —

Qurstanding at the end of the period 7,403,476 7,656,145

(b) JSOS

The JSOS 15 an executive incentive scheme wiich was introduced to incentivise and retain its Executive Directors and

select members of senior management of the Group (the "“Participants™) It is a share ownership scheme under which the
Participants and Appleby Trust (Jersey) Limried the EBT Trustee, held at balance sheet date separate beneficial interests in
36,305,099 (2010 32,476,700) ordinary shares which represents 6 5% (2010 5 9%} of the issued share capital of the Company

Participants

Awards are gramed to the Executive Board and a select group of senior management. In the prior period they acquired
Interests 1n 32,476,700 ordinary shares with an issue price of £1 50 per share, in accordance with the Group’s first JSOS
scheme (YJSOS17) In the current penod, interests in a further 3,990,799 ordinary shares with an issue price of £1 70 were
acquired by a select group of seior management (excluding Directors) in accordance with the Group's second |SOS scheme
(1]SO52)

Nature of interests

Interests take the form of a restricted interest in ordinary shares in the Company (the “Interest”) An Interest permits a
Participant to benefit from the increase (if any} in the value of a number of ordinary shares n the Company (' Shares ) over
speafied threshold amounts In order to acquire an Interest, a Participant must enter nto a jont share ownership agreement
with the EBT Trustee, under which the Participant and the EBT Trustee jointly acquire the Shares and agree that when the
Shares are sold the Participant has a nght to receive a proportion of the sale proceeds msofar as the value of the Shares
exceeds the threshold amount For the initial Interests acquired by the Participants, there are four tranches, each with their
own threshold or hurdle price as follows

JSOSI JSOS2
% of % of
Tranche Vesting date Hurdle price Issue price Tranche  Vestng date  Hurdle price Issue price
1010 01/01/2011 £173 [15% 1(2012)  30/06/2012 £195 I15%
202012 01/01/2012 £191 127% 2(2013) 30/06/2013 £215 127%
3(2013) 0170172013 £208 13%% 3(2014)  30/06/2014 £236 139%
4 (2014) 010112014 £228 152% 4 (2015)  30/06/2015 £25% 152%

For |SOSI, Participants were required to purchase their Interest for 2% of the 1ssue price  For JSOS2, the price was in a
range of 7 1% to 10 8%. When an Interest vests the EBT Trustee will transfer Shares to the Participant of equal value to the
Participant’s Interest or the Shares will be sold and the EBT Trustee will account to the Participant for the balance, 1e the
difference between the sale proceeds {Jess expenses) and the hurdle price R
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4 7.1 Share options and other equity instruments conunued

Vesting conditions

The vesting of the Interests granted to Participants 15 subject to a time vesting condsion wath one quarter of the Interest in
the Shares vesting on the first anniversary of their acquisition, one quarter on the second anriversary, ane quarter on the third
anniversary and the final quarter on the fourth anniversary

The farr value of the Interests awarded under the |SOS was determined using the Black-Schaoles Option Pricing Model As per
tFRS 2 "Share-based Payment”’, market based vesting conditions and the share price target conditions in the JSOS have been
taken Into account in establishing the fair value of the equity instruments granted Other non-market or performance related
conditions were not taken into account in establishing the fair value of equity instruments granted, imstead, these non-market
vesting conditions are taken into account by adjusting the number of equity instruments included in the measurernent of the
transaction ameunt so that, ulimately the amount recognised for services received as consideration for the equity Instruments
granted 15 based on the number of equrty instruments that will eventually vest

In determining the fair value of the Interests granted, the Black-Scholes Option Pricing Model was used with the following
Inputs

1SOS| Tranche | Tranche 2 Tranche 3 Tranche 4
Weighted average share price £135 £135 £135 £135
Weighted average exercise price £173 £191 £208 £228
Expected volatilrty 025 025 025 025
Weighted expected Ife — years 091 |91 291 391
Resk-free interest rate 35% 35% 35% 35%
Expected dvidend yield 00% 0 0% 00% 00%
JSOS2 Tranche | Tranche 2 Tranche 3 Tranche 4
Weighted average share price £170 £170 £170 £170
Weighted average exercise price £196 £215 £236 £259
Expected volatility 025 025 025 025
Weighted expected Iife — years |0 20 30 40
Risk-free mterest rate 35% 35% 35% 35%
Expected dmdend yield 00% 00% 00% 00%

Expected volatiity was determined by corpanng the Company to a basket of others of a similar size or which operate in a
similar industry

(c) Non-employee share options

Options to subscnbe for ordinary shares and converuble preference shares have been granted by Ocade Limited to non-
employees These options are equity-settled, and do not have any vesting critena. As a result of the Group's restructuring in
the pror period, these options are now held over ordinary shares in Qcado Group pic

At each respective balance sheet date the outstanding options were as follows

27 November 2011 28 November 2010
Nurrber of berase Numberof Exercise
Date of issue share opbons pee(f) shaeopuors price {£) Exercise period
Feb-02 — — 7,400 00 04/02/04 — 03/02/14
Feb-02 886,700 090 886,700 0S50 04/02/02 - C4/02/17
Jan-04 435,300 103 435 300 103 03/01/04 - 03/01/18
Outstanding at the end of the period 1,322,000 1,329,400
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4 7 | Share options and other equity instruments continued

Details of the movement in the number of non-employee share options outstanding during each period are as follows

27 November 2011 28 Novernber 2010
Weighted Weighted
Number of average  Number of exercise
share exercise share average
options price (£) options price (£}
Qutstanding at the beginning of the period 1,329,400 095 1,471,400 092
Granted duning the perod — — — —
Forferted duning the period — — — —
Exercised dunng the pertod (7.400) 0%0 {142,000} 070
Qutstanding at the end of the period 1,322,000 095 1,329,400 095
Exercisable at the end of the period 1,322,000 095 1,329,400 095

In the prior penoed the Company documented an option to Hawkeye Capital Partners Limited to subscnibe for 38,700
ordinary shares at a price of £1 03 per share These options were exercased on IPO at a weighted average price of £1 03

The weighted average remaming contractual lves for outstanding non-employee share options are as follows

27 November 201 | 28 November 2010
Weighted Weighted
average average
Number of remaining Number of remarning
Exercise share  contractual Exercise share  contractual
price (£) options  lfe (years)  price (£) options Iife (years)
090 886,700 52 0%0 894,100 62
103 435,300 6 103 435,300 79

QOutstanding at the end of the period 1,322,000 1.323.400

(d) Sharesave Scheme

In the prior perod the Group launched the Ocado Group Sharesave Scheme This is an HMRC approved scheme and 15 open
to any person that was an employee or officer of the Group at the launch date  Under the scheme members save a fixed
amount each month far three years At the end of the three year period they are entitled to use these savings to buy shares
in the Company at a price equal to 85% of the market value of the shares at the launch date

At 27 Novemmber 201 | employees of the Company's subsidiares held 681 (2010 819) contracts 1n respect of options over
2,314,294 (2010 2724513} shares Details of the movement in the number of Sharesave options outstanding duning each
period are as follows

27 November 2011 28 November 2010

Weighted Weighted
g Number of average  Number of average
E share exercise share exercise
é opuons price (£} options price (£)
E Outstanding at the beginning of the penod 2724513 1 162 — —
é’ Granted during the period — — 2,728,850 162
3 Forferted dunng the pericd (409,617) 1 162 (4337 | 162
€ Exercised dunng the period (602) 1 162 -— —
g Qutstanding at the end of the period 2,314,294 1162 2724513 I 162
o
o Exercisable at the end of the period — — — —
5
g
o
Z
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4 7.1 Share options and other equity instruments continued

There were no Sharesave options granted dunng the peniod  In deterrmining the fair value of the share options granted dunng
the prior penod, the Black-Scholes Option Pricing Model was used with the following inputs

28 November

2010
Weighted average share price £i 37
Weighted average exercise price £116
Expected votatlty 025
Weighted expected life — years 300
Risk-free interest rate 35%
Expected dividend yeld 00%

Expected volatility was determined by comparing the Company to ¢thers of a similar size or which operate in a sirilar
industry

4 8 Capital management

The Boards objective is to maintain an appropniate balance of debt and equrty financing to enable the Group to continue as a
going concern, to sustain future development of the business and to maxirise returns to shareholders and benefits to other
stakeholders

The Board closely manages trading caprial, defined as net assets plus net debt Net debt is calcutated as total debt (obligations
under finance leases and borrowings as shawn in the balance sheet}, less the short-term investment and cash and cash
equivalents The Group's net assets at the end of the period were £172 9 milion (2010 £171 8 mullion) and it had net debt of
£192 milhon (2010 net cash of £805 million)

The man areas of capital management revolve around working capital management and compliance with externally imposed
financial covenants Throughout the period, the Group has complied with all covenants imposed by lenders

The components of working capital management include monitonng inventory turn, age of mventory, age of recevables,
recewables days, payables days, balance sheet reforecasting, period projected loss, weekly cash flow forecasts and daily cash
balances Major investment decisions are based on reviewing the expected future cash flows and alt major caprtal expendriture
requires approval by the Board There were no changes in the Groups approach o caprtal management during the perrod

Given the Group's commitment to expand the busmess and the investment required to complete CFC2, the declaration and
payment of a dividend 1s not part of the short-term capital management strategy of the Group

At the balance sheet date, the Group’s undrawn facilittes, short-term investment and cash and cash equwvalents are as follows

27 November 28 Novermber

2011 2010

Notes £'000 £000

Total faciities available 191,488 191,373
Facilities drawn downt 411 (112,643) (74.114)
Undrawn facilities at end of period 78,845 117,259
Short-term investment — 30,000
Cash and cash equivalents gross of drawn overdraft facility 344 92,102 124,780

170,947 272,039

+ Excluded from the amount of facilities drawn down s £1 4 million (2010 £nil) relating to capitalised transaction costs
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Notes to the consolidated financial statements continued

Section 5 — Other notes

5 | Subsidiaries

The prncipal subsidiary undertakings of the Company are set out below A schedule of interests in all undertakings is filed
with the annual return

Share of 1ssued

ardinary share capital Country of

Principal actwvity and voting nghts Incorporation

Ocado Heldings Limited Holding company [00%  England and Wiales
Ocado Limited Retall and distnibution 100%  England and Wales
Qcade Information Technology Limited Intellectual property 100%  Republic of ireland
Last Mile Developments Limned Property development 100%  England and Wales
Ccado Cell in Atlas [nsurance PCC Limited Insurance company 100% Malta

In addiion to the companies shown above, the Company also holds an investment in another subsidiary undertaking, which
in the Directors’ opinion does not significantly affect the figures in the consolidated financial statements  In accordance with
Section 410(2)(a) of the Companies Act, a full list of subsidianies was annexed to the 2010 annual return and submitted to
Compantes House A full list of subsidiaries will be submitted to Comparies House with the 201 | annual return

The Group has effective control over the financial and operating actmties of the Ocado Cell and therefore consolidates the

Ocado Cell in its finanwa! statements in accordance with SIC 12 "Consolidation — Special Purpose Entities” The Group uses
the Ocado Cell to provide self-insurance for its vehicle fleet and public and product liabihty clams

5.2 Commitments

Capital commitments
Contracts placed for future caprtal expenditure but not provided for in the financial staterments are as follows

27 Novemmber 28 Novermber

2011 2010
£'000 £000
Land and buldings t1.50} 21,392
Property, plant and equipment 88,872 13,661
Total capital expenditure committed at the end of the period 100,373 35,053

£86 0 million of the total capital expenditure committed at the current perod end relates to the construction of CFC2 The
remainder relates to CFC| upgrades, IT development and fleet expansion The land and buldings commitment in the prior
penod relates to the purchase of land on which CFC2 1s being butht

Operating lease commitments
The Group leases a number of offices, faciiies and equipment under non-cancellable operating leases  The leases have varying
terms, escalation clauses and renewal rights

At 27 November 201 |, the ageing profile of future aggregate minimum lease payments under non-cancellable operating leases
are as follows
27 Novermber 28 Novernber:

2011 2010
£'000 £000
Due within ane year 3379 2480
Due after one year but less than five years 9912 8434
Due after five years 36,853 35,024
Total future mimimum lease payments 50,144 45938

Notes to the consoldated finanaal statements
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5.3 Contingent liabilities

The Group has contingent liabilities i respect of legal clarms ansing in the ordinary course of business, alt of which the Group
expects to be covered by its professional indemnity insurance These legal claims are not materal to these financial staterments

5.4 Related party transactions -

Key management personnel

Only the Executive and Non-Executive Directors are deemed to be key management personnel it is the Board which has
responsibility for planning, directing and controlling the activities of the Group Remuneratron of Directors s disclosed in the

Directors’ remuneration report on pages 46 to 55

Other related party transactrons with key management perscnnel made during the period are as follows

52 weeks 52 wegs

ended ended
27 November 28 Noverrber
2011 2010
£°000 £000
Purchase of goods

— Company of a close famity member of an Executive Director — 42

Purchase of professional services
— Non-Executive Directors 9 30
9 72

All transactions are on an arm'’s length basis and no penod end balances have ansen as a result of these transactions
At the end of the penod, key management did not owe the Group any amounts (2010 £mil)

There were no other matenal transactions or balances between the Group and its key management personne! or members of
their close family

i3

Notes to the consolidated financial statements

OUR PERFORMANCE

ABOUT OCADO

QUR RESPONSIBILITIES

CUR FINANCIALS




114

Nates to the consolidated financial statements

Ccado Group plc Annual report and accounts for the 52 weeks ended 27 Nevember 2011

Notes to the consolidated financial statements continued

5 4 Related party transactions continued

Investment

The Group holds a 25% interest in Paneltex Limited whose registered office is at Paneliex House, Somerden Road, Hull, HU9
5PE The Group's interest in Panehex Limned has not been treated as an associated undertaking as it does not have significant
influence over Paneftex Limtted Further information on the Group's relationship with Paneltex Uimited 1s provided in Note 331

The following direct transactions were carmed out with Paneltex Limrted

52 weeks 52 weds
ended enced
27 Novermber 28 Noverrber
2011 2010
£'000 £000
Direct transactions
Sale of goods
— Plant and machinery 34 94
— Other 2 —
36 94
Purchase of goods
— Plant and machinery 2 220
— Consumables l&67 143
Total purchase of goods 199 363
Amounts payable/{recervable) at the end of the pericd 24 93)
The followng indirect transactions were carried out with Paneltex Limited
52 weels 52weds
ended ended
27 Noverber 28 Novermber
2011 2010
£'000 £000
Indirect transactions
— Plant and machinery 3,664 5,590

Indirect transactions comprise the value of the Group's transactions with Paneltex Limited which are included in amounts of

finance obtained from some of the Group's finance lease counterparties

5 5 Post balance sheet events

The Group drew down a further £7 6 millon and £3 7 million on the £100 million credit facility in December 201 | and

February 2012, respectively

In January 2012, an order was placed wrth Mercedes-Benz for 50 delivery vans

On 31 January 2012 the Group opened a new spoke in Oxfordshire which will increase the delivery capacity in the Thames

corndor and in South Midlands
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Independent auditors’ report

to the members of Ocado Group plc

We have audrted the parent company financial statements

of Ocado Group plc for the year ended 27 November 201 |
which comprise the Company batance sheet the Company
statement of cash flows, the Company statement of changes
In equrty and the related notes The financial reporting
framework that has been applied in their preparation is
applicable law and International Financial Reporting Standards
(IFRSs) as adopted by the European Unton and as applied in
accordance with the provisions of the Companies Act

Respective responsibilities of directors

and auditors

As explained more fully in the Directors responsibiliies
statement set out on pages 64 and 65, the Directors are
responsible for the preparation of the parent company
financial statements and for beng satisfied that they give a
true and far view Our responsibility 15 to audit and express
an opinion on the parent company financial statements in
accordance with applicable law and International Standards
on Auditing (UK and Ireland) Those standards require us to
comply with the Audming Practices Board's Ethical Standards
for Auditors

This report, iIncluding the opinions, has been prepared for and
only for the Company's members as a body in accordance
with Chapter 3 of Part 16 of the Companies Act and for no
other purpose We do not, in giving these opinions, accept or
assume responsibiity for any other purpose or to any other
person to whom this report 1s shown or into whose hands it
may come save where expressly agreed by our prior consent
In writing

Scope of the audit of the financial statements
An audit involves obtaining evidence about the amounts
and disclosures in the financial staterments sufficient to

give reasonable assurance that the financial statements

are free from matenal misstaterment, whether caused by
fraud or error This includes an assessment of whether

the accounting policies are appropnate to the parent
company's arcumstances and have been consistently apphed
and adequately disclosed, the reasonableness of significant
accounting estimates made by the directors, and the overall
presentation of the financial statements In addition, we read
all the financial and non-finanaial information in the annual
report to identify matenal inconsistencies with the audited
financial staterments If we become aware of any apparent
matenal misstatements or Inconsistencies we consider the
implications for our report

www ocadogroup com

Opinion on financial statements
tn our opinion the parent company financal statements

® gwve a true and fair view of the state of the Company’s
affairs as at 27 Novemnber 201 | and of rts cash flows for
the year then ended,

® have been properly prepared in accordance with IFRSs
as adopted by the European Union and as applied in
accordance with the provistons of the Companies Act,
and

® have been prepared i accordance with the requirements
of the Companies Act

Opinion on other matters prescribed by the

Companies Act

In our opinton

® the part of the Directors’ Remuneration Report to be
audited has been properly prepared i accordance with
the Companies Act, and

® the information given in the Directors’ Report for the
financial year for which the parent company financial
statements are prepared i1s consistent wrth the parent
company financial statements

Matters on which we are required to report
by exception

We have nothing to report in respect of the following
matters where the Companies Act requires us to report to
you If, In our opinien

® adequate accounting records have not been kept by the
parent company. or returns adequate for our audit have
not been receved from branches not visited by us, or

® the parent company financal statemnents and the part
of the Directors’' Remuneration Report to be audited
are not in agreement with the accounting records and
returns, or

® certain disclosures of directors’ remuneration specified
by law are not made, or

® we have not receved all the information and
explanations we require for our audit.

Other matter

We have reported separately on the Group financsal
statements of Ocado Group plc for the year ended

27 NZer 2011
Clive Hinds (SeanatutoryAudltor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors

St Albans

21 March 2012
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Company balance sheet

Ocado Group plc Annual report and accounts for the 52 weeks ended 27 November 201 |

Company balance sheet

as at 27 November 201!

27 Novernber 28 Noverrber

2011 2010
Notes £'000 £000
Non-current assets
Investments 311 478,436 477840
478,436 477,840
Current assets
Other recevables 321 137,952 51,250
Short-term investment 322 —_ 30,000
Cash and cash equvalents 323 85,330 114361
223,282 205,611
Total assets 701,718 683451
Current habitittes
Trade and other payables 324 (9.543) (323)
{9.543) (323)
Net current assets 213,739 205,288
Net assets 692,175 683,128
Equity
Share caprtal 411 11,167 11,068
Share premium 411 213,746 206,094
Retained earnmgs 467,262 465,966

Total equity

692,175 683,128

The Company financial statements on pages | 16 to | 36 were authorised for issue by the Board of Directors and signed on its

behalf by

Tim Steiner
Chief Executive Officer

Andrew Bracey
Cheef Financial Officer

Ccado Group plc

Company Registration Number 07098618 {England and Wales)

2] March 2012
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Company statement of cash flows
for the 52 weeks ended 27 November 201 |
52 weeks 51 weeks
ended ended
27 Novermber 28 Novermber
2011 2010
Notes £000 £000
Cash flow from operating activities
Profit/(loss) before income tax 700 (2,084)
Adjustments for
— Finance income (1,105) {1,529)
— Finance costs - 5
Changes in working caprtal
— Movement in other recevables (79.186) (61,250)
— Movement in trade and other payables 9.219 323
Net cash outflow from operations {(70.372) (64,535)
Interest paid on behalf of group undertakings (106) (156)
Net cash cutflow from operatng activities (70,478) (64,691)
Cash flow from investing activities
Interest receved 7 553
Decrease/(increase) in short-term investment 30,000 (30,000)
Net cash from investing activities 30917 (29447)
Cash flow from financing activities
Proceeds from 1ssue of ordinary share caprtal net of transaction costs 967 208,499
Proceeds from borrowings recewed on behall of group undertakings 9,563 —
Net cash from financing activities 10,530 208,499
Net (decrease)/increase «n cash and cash equivalents (29.031) 114361
Cash and cash equivalents at beginning of penod 114,361 —
Cash and cash equivalents at end of period 323 85,330 114361

17
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Company statement of changes in equity

Ocado Group ple Annual report and accounts for the 52 weeks ended 27 November 201

Company statement of changes in equity

for the 52 weeks ended 27 November 201 |

Share Share Retaned Total
capital premum earnings equity

Notes £000 £000 £000 £000
Balance at 8 December 2009 — — — —
Loss for the penod — — (2.084) (2,084
Total comprehensive expense for the period — — (2.084) (2,084
Transactions with owners
— Issue of ordinary and convertible preference shares 41| 476,509 — — 476,509
— Caprtal reduction 411 (467.846) — 467,846 —
— Issue of ordinary shares on IPO 411 2380 211862 — 214,242
—== Ordinary shares 1ssue costs 411 — (6.881) — (6.881)
— Issue of ordinary shares 25 113 — I,138
— Share-based payments charge — — 204 204
Total transactions with owners 11,068 206,094 468,050 685212
Balance at 28 November 2010 11,068 206,094 465,966 683,128
Profit for the perod — — 700 700
Total comprehensive income for the period — — 700 700
Transactions with owners .
— lssue of ordinary shares 411 99 7,652 — 7.751
— Share-based payments charge — — 596 596
Total transactions with owners 99 7,652 556 8,347
Balance at 27 November 201 | 1,167 213.746 467,262 692,175
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Notes to the Company financial statements

Secuon | — Basis of preparation

General information

Ocado Group plc s Incorporated and domiciled in the
United Kingdom The address of its registered office 1s Titan
Court, 3 Bishops Square, Hatfield Business Park, Hatfield,
Hertfordshire, ALIO 9NE. The financial period represents the
52 weeks ended 27 November 201 | (prior pertod 51 weeks
ended 28 Novernber 2010)

Basis of preparation

The financiat statements have been prepared in accordance
with International Financtal Reporting Standards (IFRS's) and
International Financial Reporting Interpretation Commitiee
(IFRS 1C) interpretations as endorsed by the European Union
(“IFRS-EL) ), and those parts of the Companies Act applicable
to companies reporting under IFRS

The financial statements are presented in sterling, rounded to
the nearest thousand (£'000) unless othenwise stated They
have been prepared under the histoncal cost convention,
except for financial nstruments that have been measured at
fair value through profit and ‘oss

The financial statements have been prepared on the going
concern basis, which assumes that the Company will continue
to be able to meet its habilities as they fall due for the
foreseeable future

Exemptions

The Directors have taken advantage of the exemption
available under Section 408 of the Companies Act and

not presented an income statement or a statement of
comprehensive income for the Company alone The profit
for the penod 1s £700,000 (2010 loss of £2,084,000)

Standards, amendments and interpretations
adopted by the Company in 2010/1 | or 1ssued,
but are not yet effective and have not been
early adopted by the Company

The Company has considered the following new standards,
interpretations and amendments to published standards that
are effective for the Company for the financial year beginning
29 Novernber 2010 and concluded that they are erther not
relevant {o the Company or that they would not have a
significant impact on the Company's financial statements

® [FRIC |5,"Arrangements for the Construction of Real
Estate” This IFRIC was effective } January 2009 but EU
endorsed for | January 2010

® [FRIC 19,"“Extunguishing Financial Liabilties wath Equity
Instruments’

® Amendments to vanous IFRSs and |ASs ansing from the
1ASB s annual improvernents project in 2009

The following new standards, interpretations and amendments
to published standards and interpretations which are refevant
to the Group have been issued but are not effective for the
financia! year beginming 29 November 2010 and have not been
adopted earty

IFRS 9,"Finanaal Instruments *

IFRS 10,“Consolidated Financial Statemenis'™

IFRS [ 1,"Joint Arrangements' *

IFRS 12,"Dnsclosure of Interests in Other Entities” *
IFRS 13,"FairValue Measurement'*

IAS 24 (rewised),"'Related Party Disclosures”

IAS 27 (revised 201 I),"Separate Financiat Statements' *
IAS 28 (rewised 201 I},"Investments in Associates and
Jont Ventures™*

Amendments to varous IFRSs and IASs ansing from the
IASB’s annual improvements project

* Not yet endorsed by the EU

Accounting policies

Foreign currency translation

Transacuons and balances

Foreign currency transactions are translated into the functional
currency using the exchange rates prevaling at the dates of the
transacttons or valuation where tems are remeasured  Foreign
exchange gains or losses resutung from the settlement of such
transactions and from the translation at year end exchange
rates of monetary assets and liabiliies denominated in foreign
currencies are recognised In the income staternent

Taxation

The tax crednt for the penod comiprises current and deferred
tax Jax 1s recognised in the income statement, except

to the extent that it relates to tems recognised 1n other
comprehensive Income or directly inequity In this case the
tax Is also recognised in other comprehensive Income or
directly in equity respectively

Current tax 1s the expected tax payable on the taxable ncome
for the penod, using tax rates enacted or substantively enacted
by the balance sheet date Management penodically evaluates
posrions taken In tax returns with respect to situations in
which applicable tax regulation i1s subject to interpretation

It establishes provisions where appropriate on the basis of
amounts expected to be paid to the tax authorities

Criucal accounting estimates and assumptlons
The preparabon of financial staterents In conformity with
IFRS-EU requires the use of certan ¢mical accounting estmates
It also requires management to exercse its judgement m the
process of applying the Company's accounting policies

Estmates and judgments are continually evaluated and are
based on histoncal expenence and other factors, inctuding
expectations of future events that are believed to be
reasonable under the circumstances

The Company makes estimates and assumptions concerning
the future The resufting accounting estimates will, by
definition, seldom equal the related actual results The
criical accounting estmates or Judgements relevant to the
consolidated financial statements are embedded with the
relevant notes to the consohdated financial statements
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Notes to the Company financial statements

Ocadoe Group plc Annual report and accounts for the 52 weeks ended 27 November 2011

Notes to the Company financial statements conunued

Section 2 — Results for the year

2 | Profit before tax

Accounting policies

Administrative expenses

Administrative expenses consist of fees for professional services, bank charges and any other costs of an administrative nature
2 | | Operaung loss

Dunng the pencd, the Company obtained the {ollowing services from its auditors

52 weeks 51 weeks

ended ended
27 Novernber 28 Novermber
2011 2010
£'000 £000
Audit services

— Statutory Company audit 47 40

Non-audit services
— Services pursuant to legslation and compliancet — 975
— Other services — 108
47 1123

T Compnises prnimarily services in relation to the preparation for the Listing of the Company
2 | 2 Employee information
The Company does not incur any direct staff costs as the Group's employees are employed by a subsidiary company

Analysis and disclosures in relation to share-based payments are given in Note 42
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Section 3 — Operating assets and liabilities

3 | Investments

Accounting policies

Available-for-sale financial assets

Avallable-for-sale financial assets are non-dervatives that are
erther designated in this category or not classified in any of
the other categones They are included in non-current assets
unless the investment matures or management intends to
dispose of it within 12 months of the end of the reporting
period Management considers that the Group's iInvestments
fall within this category, as explained below

Investments

Investments are classified as erther held for trading or
avallable-for-sale There are currently no investments classified
as held for trading

whwaw ocadogroup com

Available-for-sale investments are held at fair value if this

can be reliably measured If the equity instruments are not
quoted in an active market and therr farr value cannot be
rehably measured, the avalable-for-sale nvestment is carried
at cost, less accumutated impairment. Unless the valuation
falls below its orginal cost, gains and losses ansing from
changes 1n far value of available-for-sale assets are recognised
drrecily In equity On disposal the cumulative net gain or loss
Is transferred to the statement of comprehensive income
Valuations below cost are recognised as impairment losses

in the income statement  Dwidends are recognised in the
Incame statement when the right to receive payment Is
established

Investments in Group undertakings are therefore valued at
cost, less accumulated imparrment

3 | | Investments
27 Noember 28 Novermber
2011 2010
£'000 £000
Cost 476,510 476510
Contributions to subsidianes
— Novation of derwative llability In respect of warrants 1ssued by Ocado Limited 1,126 1,126
— Group equity seitled share-based payments 800 204
Carrying value at end of period 478,436 477840

Investments represent investments in Group compantes, Ocado Holdings Limited and Ocado Limited (which 1s indirecily held)
For more information regarding the Company's investments see Note 5 |
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Notes to the Company financial statements

Ocado Group plc Annual report and accounts for the 52 weeks ended 27 November 201 |

Notes to the Company financial statements continued

3 2 Working capital

Accounting policies

Loans and receivables

Loans and recewables are non-dervative financral assets with
fixed or determinable payments that are not quoted In an
active market They are included in current assets, except
for maturities greater than |12 months after the end of the
reporting penod These are classified as non-current assets
The Company's loans and recevables compnse “Other
recevables”,’ Short-term investment and “Cash and cash
equivalents’ in the balance sheet

Other recewvables

Other recevables are non-interest bearing and are
recognised nttially at far value, and subsequently at amortsed
cost, reduced by appropnate allowances for estimated
irrecoverable amounts

3 2 | Other receivables

Short-term nvestments

Short-term investments comprise treasury deposits with a
matunty of greater than three months at the balance sheet
date

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and in hand,

demand deposits with banks and shori-term deposits with a
maturty of three months or less at the balance sheet date

Financial habilities
Financial fiabittses are classified according to the substance of
the contractual arrangements entered into

Trade and other payables

Trade and other payables are intially recognised at fair value
and subsequently at amortised cost, using the efifective
interest rate methed

27 Novernber 28 Novermber

201 201C

£000 £000

Other recewables 50 174
Prepayments — 6
Accrued income 214 402
Amounts due from subsidiary undertakings 137.688 60,668
137,952 61,250

No security has been granted over other receivables

3 2 2 Short-term investment

The short-term investment relates to a £30 million treasury deposit which matured on 26 July 201 |

3 2.3 Cash and cash equivalents

27 Novermber 28 Novermber

2011 2010
£'000 £000
Cash at bank and i hand 85,330 114,361

The prior perod cash and cash equivalents balance does not include a £30 milion treasury deposit held by the Comparny,

which was classified as a short-term investment (see Note 32 2)
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3 2 4 Trade and other payables

www oradogroup com

27 November 28 Novernber

2011 2010
£000 £000
Trade payables 321 98
Other payables 58 —
Accruals 3 225
Amounts due to subsidiary undertakings 9,161 —
9,543 323
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Notes to the Company financial statements continued

Section 4 — Capital structure and financing

4 | Share capital and premwum

Accounting policies
Equity instruments issued by the Group are recorded at the proceeds recewved, net of direct 1ssue costs

4 { | Share capital and premium

The Company has authonsed share capital of 600 million ordinary shares of 2 pence each at 27 Novermber 201 |

At 27 Navember 201 |, the number of ordinary shares available for issue under the Block Listing Facility were 4,352,024 (2010
5276413} These ordinary shares will only become allotted when share options under the Group’s ESOS and non-employes

share options have been exercised, and are therefore not included in the total number of ordinary shares outstanding above

The movements it the number of allotted, called up and fully paidt ordinary and convertible preference shares and called up
share caprtal and share premum are set out below

Convertble
Ordinary  preference Convertible
shares shares Ordinary  preference Share
Nurnber of  Number of shares shares premium
Notes shares shares £000 £000 £000

As at 8 December 2009 — — — — —
lssue of ordinary and convertible
preference shares 185715900 247474900 204 287 272222 —
Caprtal reduction — — (200,573) (267,273} —
Converston of preference shares to
ordinary shares on IPO 247474300 (247.474,500) 4,949 (4,949} —
Issue of ordinary shares on IPO 118,968,225 -— 2,379 - 211,763
Issue of ordinary shares 1o the
Chairman on PG 55555 — I — 99
Share 1ssue costs — — — — (6.881)
Allotted in respect of the executive
share option scheme 10323921 — 2 — 978
Allotted in respect of non-
employee share options 42 1(c) 180,700 —= 4 — 135
As at 28 November 2010 553,428,201 — 11,068 Y- 206,094
Allotted in respect of the executive
share option scheme 42 1{a) 935,137 — 19 —_ 940
Allotted 1 respect of the joint
share ownership scheme 421(b) 399079% — 80 — 6,704
Allotted in respect of the
sharesave scheme 42 1{d) 602 — — — I
Allotted in respect of non-
employee share options 42 1{Q 7400 — — — 7
As at 27 November 201 | 558,362,139 — 1,167 — 213,746

Convertible preference shares were convertible inte the same number of ordinary shares, either at the option qf the holder
or on the occurrence of certan trigger events, ncluding a public isting The convertible preference shares ranked pan passu
with ordinary shares, with the exception that on return of assets on a hquidation, reduction of caprtal or otherwise, the holders
of the convertible preference shares shall be entitled in respect of thewr preference shares {in proportion to the number

of such shares held by each of them) in prionty to all other shareholders, to the surplus assets of the Campany remaining
after payment of 1ts habilities, the subscription price for their preference shares together with a sum equal to any arrears of
dividends declared calculated down to the date of the return of assets

Notes 1o the Company financdl statements
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4.1 Share capital and premium contnued

On 9 February 2010 the Company acquired the entire share
caprtal of Ocado Limrted As a result of this transaction,

the shareholders in Ocado Limited receved shares in the
Company In direct proportion to their original shareholdings

n Ocado Limited  Shareholders were 1ssued 100 shares in the
Company for every 1 share held in Ocado Limited The shares
in the Company have a nominal value of 2 pence each

On 16 February 2010, pursuant to an order of the Court
confirming the reduction of caprtal of the Company, the
Company’s share caprtal was reduced by decreasing the
nominal value of each ordinary and preference share issued
pursuant to the Scheme of Arrangement from | 10 pence to
2 pence This created distnbutable reserves of £467 8 milon

On 26 July 2010 the Company's shares were admitted to the
Premium Listing segment of the Official List of the UK Listing
Authority and te trading on the man market of the London
Stock Exchange (the “Listing”"} In comjunction, the Company
made an intial public offering (“IPO ) of 118968225 new

2 pence ordinary shares at a price of 180 pence per ordinary
share Also in conjunction, 247,474,900 convertible preference
shares converted to ordinary shares

Aiso In the prior period, costs relating directly to the new
1ssue of shares to the amount of £6 9 million were deducted
from the share premium account Attributable IPO costs were
allocated between the share premium account and profit

and loss account in proportion to the number of primary

and secondary shares traded on Admission  Other costs
atinbutable to the bisting were expensed

4 2 Share-based payments

Accounting policies

Employee benefits

Employees (including Directors) of the Company’s
subsidianies receive remuneration In the form of share-based
paymenits, whereby employees render services in exchange
for nghts over shares (“equity-settled transactions”) The cost
of equity-settled transactions with employees 1s measured

by reference to the fair value at the date on which they are
granted Farr value s measured by use of the Black-Scholes
Option Pricing Model The expected Iife used in the model
has been adjusted, based on management’s best estimate,
for the effects of non-transferability, exercise restrictions

www ocadogroup com

and behawvioural considerations  In valuing equrty-settled
transactions, no account 1s taken of any performance
conditions

The cost of equity-settled transactions 15 recogrised, together
with a corresponding increase In equity, over the years in
which the performance conditions are fulfilled, ending on the
date on which the relevant employees become fully entitled
to the award {“vesting date”) Subsidianies are recharged for
the amount recognised as share-based payments relating to
awards to their employees These recharges are recognised
as an increase In the investment in relevant subsidianes in
accordance with IFRS 2

4 2 | Share options and other equity
Hnstruments

The Group currently operates three employee share
incentive schemes namely the executive share ownership
scheme {the "ESOS "), the joint share ownership scheme (the
"JSOS™) and the Sharesave Schemne

(a) ESOS

The Group's ESCS 15 an equity-settled share option scheme
approved by HMRC Options may also be granted under
the terms of a schedule, which 1s not so approved The ESOS
was established by Ocado i 2001

Under the ESOS5, Ocado or the trustees of an employee trust
rnay grant options over shares i the Company to eligible
employees The eligible employees to whom options are
granted and the terms of such options will be determined

by the Directors of Ocado or the trustees The employees
who are eligble to participate n the ESOS are all Ccado'’s
Executive Directors and employees, including the employees
of the Company's subsidiaries Options are not transferable

The exercise price of options may not be less than the
market value of the Company’s shares on the date of grant
i the trustees or the Directers have determined that the
exerase of an option will be satisfied by the ssue of ordinary
shares, the exeruse price may also not be less than the
nominal value of ordinary shares
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4 2 | Share options and other equity Instruments continued

The Directors of Ocado or the trustees may impose a performance target and any further condition determined to be
appropnate on the exercise of an option  Any performance target must generally be measured over a period of at least three
years There are currently no options granted which are subject to performance targets that have not yet been met

The vesting peried for the ESOS s three years If the options remain unexercised after a penod of ten years from the date of
grant or the employee leaves the Group, the options expire (subject to a Iimited number of exceptions)

On 9 February 2010 the ordinary shares and convertible preference shares in Ocado Limited were converted into ordinary
shares and convertible preference shares in the Company on a | 100 basis with a nominal value of 2 pence per ordinary share
The prior penod opening balance and movements during the priar pencd have been disclosed as if the conversion occurred
at the beginning of that perod

At each respective balance sheet date the outstanding options were as follows

Year of 27 Novernber Exercise 28 November Exercise

I155ue 2011 price (£) 2010 price (£ Exercise penod
Approved 2001 260,308 080 593725 080 21/08/03 - 29/1 1111
2001 17,744 0%0 i7.744 0g0 30/11/04 = 29/1 1711
2002 59,162 090 128,181 0g0 31/05/05 - 29/11/12
2003 97,194 0%0 120,053 050 31/05/06 — 29/11/13
2004 123,385 0%0 183,426 090 3105007 - 29/1 1114
2005 255,088 100 367,789 1 00 31/05/08 - 2341 1/15
2005 66,866 15 70,170 115 31/05/08 — 30/05/15
2006 86,320 I 40 138,850 140 31/05/09 - 30/05/16
2006 86,327 150 115028 150 30M11 1709 =29/ 1116
2007 414,270 150 587,939 150 31050 =291 1/17
2008 166,816 I35 225578 I35 30/18HE=29/11/18
2008 393,212 20 445,751 20 31J05/11 - 30/05/18
2009 225,796 120 240,554 120 31/05/12 - 30/05/19
2009 1,182,523 135 1354.121 | 35 02/ 11/12 -29/1 1119
2010 981,348 I 65 1,151,593 | 65 30/06/13 —29/06/20
2011 325811 | 89 — — 19/07/ 14 — 18/Q7/2)
2011 805.243 255 — — 14/02/14 - 13/02/2|
Total approved options 5,547,413 5,740,542
Year of 27 November Exercise 28 Novermber Exercise
1ssue 2011 price (£} 2010 price (£) Exercise period
Non-Approved 2001 21,563 080 46,563 080 21/08/03 - 29/1 /1)
2001 10,856 090 35,856 090 30711704 = 2971 1711
2002 31,009 090 56,787 090 31/05/05 - 29711112
2002 175,000 100 175,000 I 00 07/02/05 — 30/05/12
“ 2002 350,000 150 350,000 I 50 07/02/05 - 30/05/12
5 2003 100,000 090 130,000 090 30/11/06 - 294 1/13
_:f 2005 754 1 00 754 100 30/11/08 - 29/11/15
g 2005 787.436 FIS 808,236 115 | 6/05/08 — 29/1 1/15
% 2007 50,833 | 50 50,833 150 31/05/10 — 30/05/17
= 2009 267,500 120 267,500 120 31/05/12 — 30/05/19
E 2009 24,074 |35 24,074 | 35 [&/ 1112 - |5/1 1419
E 2011 37.038 ! 89 — — 19/07/14 — 18/02/2|
Y Total unapproved options 1,856,063 1,915,603
= Total 7,403,476 7 656 145




Stack code OCDO

www OCAdogroup com

42 | Share options and other equity instruments continued

Of the total employee share options above, the following options were subject to performance ¢riteria in relation to the
average contribution by basket and EBITDA.

27 November 20f1

28 November 2010

Year of Number of Berase Number of Exercise
1ssue  share opnons pnee(f)  dareopions price (£) Exercise perod
2005 170,670 I 15 170,670 115 31/05/08 — 30/05/i5
2009 254,000 120 254,000 |20 31/05/12 — 30/05/19
Total options subject to
performance criteria 424,670 424,670

Betalls of the movernent in the number of share options cutstanding duning each financtal period are as follows

27 November 201 | 28 November 2010

Weighted Weighted

average average

Number of exercise  Number of exercise

share options price {£) share options price (£)

Qutstanding at the beginning of the pertod 7,656,145 127 10593611 K
Granted during the period 1,352,275 236 1,313,929 I 65
Forferted duning the peried (669,807) 172 (2554974) 112
Exercised duning the penod (935.137) 102 (1,696421) 102
Qutstanding at the end of the period 7,403,476 | 46 7.656,145 |27
Exercisable at the end of the period 3,092,598 120 3662,300 I 11

Since the Cormpany's Admission, the market value of the Company's shares at each option grant date was taken to be

the closing mid-market price of the shares on the day prior to 1ssuance  Prior to the Admission, the market value of the
Company's shares was derived based on the market value of similar companies and by taking into account transactions with
shareholders during the reievant period The Share Valuation Office of the Inland Revenue has confirmed in correspondence
that in respect of options granted prior to Admission, the exercise price was not less that the market value of the Company's
shares at each option grant date

The ESOS share options were exercised on a regular bass throughout the current and priar peniods  For these exercises, the
weighted average share price at the date of exercise was £2 17 (2010 £153)

In determining the fair value of the share options granted during the period, the Black-Scholes Option Pricing Model was used
with the following inputs

27 Novernber 28 Nowermber

2011 2010
Weighted average share price £2 36 £1 65
Weighted average exercise price £236 £1 65
Expected volatility 025 025
Weighted expected ife — years 300 300
Risk-free interest rate 35% 35%
Expected dividend yeld 00% 00%

Expected volatity was determined by comparing the Company to others of a similar size or which operate in a similar
industry The expected life used in the model has been adjusted, based on management’s bast estimate, for the effects of non-
transferability, exercise restricttons, and behavioural considerations  All share awards under the ESOS are equity-settled
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4.2 | Share options and other equity instruments conunued

The weighted average remaining contractua! Ives for outstanding share options under the ESOS are as follows

27 November 2011 28 November 2010

Weighted Weighted

average average

Number of remaining Number of remamning

Exercise share  contractual Exercise share  contractual
price (£) options  life (years)  price {£) options lfe (years) i

080 281,871 — 080 640,288 10

090 439,350 19 090 642,047 30
100 430,842 25 100 543543 38 '

115 854,302 35 15 878,406 45

120 886,508 74 |20 953,805 84

135 1,373,413 79 | 3% 1,603,773 89

140 86,320 45 | 40 138,850 55

150 201,430 37 150 1,103,800 51

| 65 981,348 86 165 i,151,593 96

189 362,849 96 — — —

255 805,243 92 — — —

Qutstanding and the end of the penod 7,403,476 7,656,145

b) JSOS
'(rh?e ]lSOS IS an executive incentive scheme which was introduced to incentivise and retain its Executive Directors and
select members of senior management of the Group (the "Participants”) 1t 15 a share ownership scheme under which the
Participants and Appleby Trust {Jersey) Limited, the EBT Trustee, held at balance shest date separate beneficiaf interests in
36,305,099 (201G 32,476,700) ordinary shares which represents 6 5% (2010 59%) of the ssued share caprtal of the Company

Participants

Awards are granted to the Executive Board and a select group of senior management In the prior penod they acquired
interests in 32 476,700 ordinary shares with an 1ssue price of £1 50 per share, n accordance wrth the Group's first JSOS
scheme (“|SOS!™) In the currént penod, interests in a further 3,990,799 ordinary shares with an 1ssue price of £1 70 were
acquired by a select group of senior management (excluding Directors) in accordance wrth the Group's second JSOS scheme
(15052 )

Nature of interests

Interests take the form of a restncted interest In ordinary shares m the Company (the “Interest”) An Interest permits a
Participant to benefit from the increase (if any) in the value of a number of ordinary shares in the Company (''Shares”) over
specified threshold amounts  In order to acquire an Interest, a Participant must enter into a joint share ownership agreement
with the EBT Trustee, under which the Participant and the EBT Trustee jointly acquire the Shares and agree that when the
Shares are sold the Parucipant has a nght to receve a proportion of the sale proceeds insofar as the value of the Shares f
exceeds the threshold amount. For the inmal Interests acquired by the Partiapants, there are four tranches, each with therr
own threshold or hurdle value as follows

JSOS} JSOS2
% of ssue % of 1s5ue
Tranche Vesting date  Hurdle value price Tranche Vesting date  Hurdle value price
I (2011) Q110172011 £173 [ 5% 1 (2012) 30/06/2012 £196 115%
2 (2012) Q10112012 £191 127% 2(2013) 30/06/2013 £215 127%
3 (2013) 0l1/012013 £208 139% 3(2014) 30/06/2014 £2 36 1 39%
4 (2014) Q10172014 £228 152% 4 (2015} 30/06/2015 £25% 152%

For |SOSI, Participants were required to purchase their Interest for 2% of the issue price  For JSOS2, this price was in a
range of 7 1% to |08% When an [nterest vests, the EBT Trustee will transfer Shares to the Participant of equal value to the
Participant’s Interest or the Shares will be sold and the EBT Trustee will account to the Particpant for the balance, 1e the
difference between the sale proceeds (less expenses) and the hurdle value
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4 2 | Share options and other equity instruments continued
Vestng conditions -
The vesting of the Interests granted to Participants are subject to a time vesting condition with one quarter of the fnterest In
the Shares vesting on the first anniversary of their acquisition, one quarter on the second anniversary one quarter on the third
anniversary and the final quarter on the fourth annrversary

The fair value of the Interests awarded under the [SOS was deterrmined using the Black-Scholes Option Pricing Model As per
IFRS 2 "Share-based Payments”, market based vesting conditions and the share price target conditions in the JSOS have been
taken inte account in establishing the fair value of the equrty nstruments granted Other non-market or performance related
conditions were not taken into account in establisning the fair value of equity Instruments granted, instead these non-market
vesting conditions are taken into account by adjusting the number of equity instruments included in the measurement of the
transaction amount so that, utimately the amount recogrised for services receved as consideration for the equity instruments
granted 1s based on the number of equity instruments that will eventually vest

In determining the far value of the Interests granted, the Black-Scholes Option Pricing Model was used with the following
mputs

15051 Tranche | Tranche 2 Tranche 3 Tranche 4
Weighted average share price £135 £135 £135 £135
Weighted average exercise price £173 £150 £208 £2128
Expected volatility 025 025 Q25 025
Weighted expected life — vears 0%l |81 291 391
Resk-free interest rate 35% 35% 35% 35%
Expected dividend yield 00% 00% 00% 0%
J5052 Tranche | Tranche 2 Tranche 3 Tranche 4
Weighted average share price £170 £170 £170 £+70
Weighted average exercise price £196 £215 £236 £259
Expected volanhty 025 025 025 025
Weighted expected life — years 10 20 30 40
Risk-free interest rate 35% 35% 35% 35%
Expected dmdend yield 00% 00% 00% 00%

Expected volatiity was determined by comparing the Company to others of a similar size or which operate in a similar
Inclustry

(c) Non-employee share options

Options to subscribe for ordinary shares and convertible preference shares have been granted by Ocado Limited to non-
employees These options are equity-settled, and do not have any vesting criteria As a result of the Group's restructuring 1n
the prior period, these options are now held over ordinary shares in the Company

At each respective balance sheet date the options granted to non-employees at the date of their grant were as follows

27 November 201 | 28 November 2010
Number of Bercise Nurmber of Exercise
Date of 1ssue share optors pnce (£}  share optors price (£) Exercise penod
Feb-02 — —_— 7,400 090  04/02/04 — 03/02/14
Feb-02 886,700 090 886,700 09C¢  04/02/02 - 04/02/17
Jan-04 435,300 103 435,300 103 03/01/04 —03/01/18
Qutstanding at the end of the period 1,322,000 1,329,400
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4 2 | Share options and other equity instruments continued

27 November 201 | 28 November 2010
Weighted Weighted
Number of average  Number of average
share exercise share exercise
optons price (£) options price (£}
Outstanding at the begnming of the penod 1,329,400 095 1,471,400 092
Granted during the penod — — — —
Ferfeited dunng the perod — — — —
Exerased dunng the period (7,400) 090 (142,000 070
Qutstanding at the end of the period 1,322,000 095 1,329,400 095
Exercisable at the end of the period 1,322,000 095 1 329,400 095

In the prior pencd the Company documented an option to Hawkeye Capirtal Partners Limited to subscribe for 38,700
ordinary shares at a price of £1 03 per share These options were exerased on PO at a weighted average price of £1 03

The weighted average rernaining contractual lives for outstanding non-employee share options are as follows

27 November 2011 28 November 2010
Weighted Weighted
average average
Number of remaining Number of remamning
Exercise share contractual  Exercse share  contractual
price (£} options  Ife (years) price (£) options Iife (years)
090 886,700 52 090 894,100 62
103 435.300 61 103 435,300 79

Outstanding at the end of the period 1,322,000 1,329 400

(d) Sharesave Scheme

In the prior pencd the Group launched the Ocado Group Sharesave Scheme This 1s an HMRC approved scheme and 1s open
to any person that was an employee or officer of the Group at the launch date Under the scheme, members save a fixed
amount each month for three years At the end of the three year period they are entitled to use these savings to buy shares
in the Company at a price equal to 85% of the market value of the shares at the launch date

At 27 November 2011 employees of the Company's subsidianes held 681 (2010 819) contracts in respect of options over
2,314,294 (2010 2,724,513) shares Details of the movement (n the number of Sharesave opuons outstanding dunng each
period are as follows

27 November 2011 28 November 2010
Weighted Weighted
average average
Number of exercise Number of exercise
share options price (£} share options price {£)
Outstanding at the beginning of the perod 2724513 1162 — —
Granted dunng the penod — - 2,728,850 I 162
Forfeited dunng the period (409.617) 1162 (4.337) I 162
Exercised during the period (602) 1162 — —
Qutstanding at the end of the period 2,314,294 1 162 2724513 I 162

Exercisable at the end of the period — _— — —

Notes Lo the Cempany linancidl statements
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4 2 | Share options and other equity instruments continued

There were no Sharesave options granted dunng the period  In determining the fair value of the share options granted during
the pnor period, the Black-Scholes Option Pricing Model was used with the following inputs

28 Novermber

2010

Weighted average share price £137
Weighted average exercise price £116
Expected volatility 025
Weighted expected life — years 300
Risk-free interest rate 35%
Expected dividend yield 00%

Expected volatiity was determined by companng the Company to others of a similar size or which operate in a similar industry
4 3 Financial instruments

Accountng policies

Financial assets and financial hiabilities are recognised on the balance sheet when the Company becomes a party to the
contractual provisions of the instrument The Company classifies its financial instruments into available-for-sale, loans and
recervables, and other financial labilites at amortised cost.

The classification depends on the purpose for which the financral assets and liabilites were acquired Management determines
the classification of its financial instruments at intial recognition or in certain arcumstances on modification

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 1s an intention to settle on a net basis, or realise the asset and settle the
lability simuttaneously

4 3 | Fair value of financial instruments

Set out below Is a companson by category of carrying values and fair values of all financial instruments that are carried in the
financial statements The fair values of financial assets and labilities are based on prices avallable from the market on which the
instruments are traded where available The far values of cash and cash equivalents, the short-term investment, receivables
and payables are assumed to approximate to their carrying values but for completeness are included in the analysis below

27 November 2011 28 November 2010
Carrying Carrying
value Fair value value Far value

Notes £000 £000 £000 £000
Financial assets
Investments 3t 476,510 476,510 476510 476510
Cash and cash equivalents 323 85,330 85,330 114,361 114361
Short-term investment 322 — — 30,000 30,000
Other recevables 321 137,952 137.952 &1,244 61,244
Total financial assets 699,792 699,792 682,115 682,115
Financtal labilities
Trade and other payables 324 (9,543) {9,543) (323) (323
Total financia! liabilities (9.543) (9.543) (323} (323)
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4 3 | Fair value of financial instruments continued

432 Credit nsk

The Company's exposures to credit risk anise from holdings of cash and cash equivalents, a shert-term investment and other
recevables (excluding prepayments)

Exposure to credit risk
The carrying value of financial assets, as set out in Note 4 3 |, represents the maximum credit exposure No callateral 15 held as
security against these assets

Cash and cash equivalents and short-term investment

The Company's exposure to credit risk on cash and cash equivalents and the short-term investments is managed by investmg
in banks and financial institutions with strong credit ratings and by regular review of counterparty risk in ight of the current
economic cimate The Company's guideline 1s to maintan transactional bank accounts and term deposits with financial
institutions which carry a Moody's rating of Aa3/P| for long-term and short-term depaosits

Other recevables
Other recevables at the end of both periods consist primanily of amounts due from subsidiary undertakings Management
provides for irrecoverable debts when there are indicators that a balance may not be recoverable

The ageing of other recewvables (excluding prepayments) and the short-term investment at the balance sheet date s set out
below

27 November 201 | 28 Nevernber 2010
Gross  Impairment Gross  Imparrment
Notes £'000 £'000 £'000 £000
Not past due 137,952 — 91,244 —
Past due 0—3 months — — — —
Past due 3-6 months — — — —
Past due over 6 months — — — —
32t 137,952 — 91,244 —

There were no unimpaired balances at the pencd end where the Company had renegotiated the terms of the other
receivables Management has not provided for irecoverable debts against any of its other recevable balances

4 3 3 Liquidity risk

To manage the working caprtal needs of the business, the Company 1s reliant on being able to negotiate sufficient financing
arrangerments The Comparny monitors cash flow as part of its day-to-day control procedures and the Board considers cash
flow projections on a monthly basis For further details on the Group's capital management strategy see Note 4 8 in the
consolidated financial statements

The table below analyses the Company's financial hlabilities into relevant maturity groupings based on the remaining penod
at the balance sheet date to the contractual maturity date The amounts disclosed in the table are the carrying values and
undiscounted contractual cash flows

Carrying  Contractual | year I1-2 2-5  More than
value cash flows or less years years 5 years
MNotes £000 £000 £000 £000 £000 £000
Financiat liabilities
Trade and other
pavables 324 (323) (323) (323) — — —
28 November 2010 (323) (323) (323) — — —
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4 3 3 Liquidity risk continued

Carrying  Contractual I year -2 2-5  More than
value cash flows or less years years 5 years
Notes £'000 £'000 £'000 £'000 £'000 £'000
Financial habiities
Trade and other
payables 324 (9.543) (9.543) (2.543) — — —
27 November 2011 (9.543) {9.543) (9.543) — — —

4 3 4 Market risk

Currency risk
The Company engages i forergn currency transactions to a very imited extent. No financial assets are held in foreign
currencies Due to the Company’s lack of expasure to currency nisk no sensitmty analysis has been performed

Interest rate risk

The Company has no interest bearing finanaal habimies, and its interest beanng financial assets consists of only cash and cash
equivalents (including a short-term investment In the prior period) These financial assets are exposed to interest rate risk as
the Company haolds money market deposits at floating interest rates The risk 1s managed by investing cash in a range of cash
deposit accounts with UK banks split between fixed term deposits, notice accounts and money market funds

At the balance sheet date the interest rate profile of the Company's interest beanng financial instruments was

27 Nevermber 28 Noverrber

2011 2010
£'000 £000
Fixed rate instruments
Financial assets 37,127 70,000
Variable rate instruments
Financial assets 48,203 74,361

Sensitivity analysis

An increase of |00 basis points (1 0%) in interest rates at the balance sheet date will ncrease equity and profit or loss by the
amounts shown below A rate of 100 basis points was deemed appropriate, considering the current short-term interest rate
outlook. This calculation assumes that the change occurred at the balance sheet date and had been applied to nsk exposures
existing at that date This analysis assumes that all other vanables remain constant and considers the effect on financial
instruments with variable interest rates

27 Nowarber 28 Noverrber

2011 2010
£'000 £000
Equity
Gain 800 744
Income
Gan 800 744
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435 Financal instruments by category

The Company has categorised its financial instruments as follows

Cther
financial
habilities at
Avallable-for- Loans and amortised
sale recervables cost Total
MNotes £000 £000 £000 £000
As at 28 November 2010
Financial assets
Investments 311 476510 —_ — 476510
Cash and cash equivalents 323 — 114,361 — 114,361
Short-term investment 322 — 30,000 — 30,000
Other recevables 321 — &l,244 — 61,244
Total 476,510 205,605 — 682,115
Financial habilities
Trade and other payables 324 — — 323 323
Total — —_ 323 313
Other
financial
liabilities at
Available-for- Loans and amorused
sale  recevables cost TFotal
Notes £000 £'000 £000 £'000
As at 27 November 201§ |
Financial assets
Investments 311 476,510 — — 476,510
Cash and cash equivalents 323 — 85,330 — 85,330
Short-term investment 322 — — — —
Other recewables 321 — 137,952 — 137,952
Total 476,510 223,282 — 699,792
Fnancial labihtes
Trade and other payables 324 — — 9,543 9,543
Total — —_ 9,543 9,543

4 4 Capital management

The Board's abjectives and policies for the Company are consistent with those of the Group Full details are provided in Note
4 8 to the conseclidated financial statements

Notes to the Company financial staternents
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Section 5 — Other notes

5 | Subsidiaries

wwwocadogroup com

The principal subsidiary undertakings of the Company are set out below A schedule of interests in all undertakings 1s filed

with the annual return

Share of 1ssued ordinary

share caprtal and voting Country of

Principal actiity nghts ncorporation

Ocado Holdings bimited Holding company 100% England and Wales
Ocado Limitedt Retait and distribution 100% England andWales
Qcado infermation Technology Limited Intellectual property 100% Republic of lrefand
Last Mile Developments Limrtedt Property development 100% England andWales
Ocado Cell in Atlas Insurance PCC Limitedt Insurance company 100% Matta

T Wholly owned held indirectly through subsichary undertakings

in addition to the companies shown above, the Company also holds an investment i another subsidiary undertaking, which in
the Directors’ opinion do not significantly affect the figures in the consolidated financial statements  In accordance with Section
410(2)(a) of the Companies Act, a ful list of subsidianes was annexed to the 2010 annual return and submitied to Companies
House A full hst of subsidiaries will be submitted to Companies House in the 201 | annuat return

The Group has effective control over the financial and operating actvities of the Ocado Cell and therefore consolidates the
Ocado Cell in its financiat statements in accordance with SIC |2 “Consalidation — Special Purpose Entities” The Group uses
the Ocado Cell to provide self-insurance for its vehicle fleet and public and product lability claims
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Notes to the Company financial statements continued

5.2 Related party transactions

Key management personnel

Cnly the Executive and Non-Executive Directors are deemed to be key management personne!l 1t 1s the Board which has
responsibility for planrung, directing and controlling the actmities of the Company Executive and Non-Executive Directors did

not receive any remuneration for their services to the Company

There were no materal transactions or balances between the Company and its key management personnel or members of

their close family At the end of the period, key management personne! did not owe the Company any amounts

Subsidiaries

The Company enters Into loans with its subsidianes  Interest income of £7,000 was earned on these loans at market related

Interest rates dunng the penod (2010 £nil)

52 weeks 51 weeks

ended ended

27 Novernber 28 Novermber

204 2010

Transactions with subsidiaries £000 £000

Dmdends receved from subsidiary undertakings — —

Equity-settled share-based payments 596 204

Increase in amounts due from subsidiary undertakings 77,020 60,668

Increase 1n amounts due to subsidiary undertakings (9.161) —

27 Nowernber 28 Novermber

2011 2010

Year-end balances arising from transactions with subsidiaries £'000 £'000
Receivables

Loans and recevables due from subsidianes 137.688 60,668

Payables
Loans and payables due to subsidiaries {9,161) —

5 3 Post balance sheet events

There were no events after the balance sheet date which require adjustment to or disclosure i these finangial statements
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Glossary

2010 Code — means the UK
Corporate Governance Code published
by the Financial Reporting Council June
2010, as in force from time-to-tme

Active Customers — means customers
who have shopped in the previous 12
weeks

Administrative expenses — means
all IT costs advertising and marketing
expendrture, employment costs of all

head office functions, which include legal,

finance, human resources, marketing
and procurement, rent and other
property-related costs for the head
office, all fees for professional services
and the depreciation, amortisation and
impairment associated with head office
IT equipment, scftware, fixtures and
fithings and expenses relating to the
ESOS and the |SOS

Admission — means the admission of
the ardinary shares of the Company
to the premium listing segment of

the Official List and to trading on the
Londen Stack Exchange's main market
for listed securtties which occurred on
26 July 2010

AGM — means the annual genera
meeting of the Company, which will be
held on 23 May 2012 at | lam at Cne
Bunhill Row, London, EC1Y 8YY

Articles — means the articles of
association of the Company

Block Lisung Facility — means the
facility whereby a number of shares
have been block isted but will only be
allotted when options under the ESOS
and non-employee share schemes have
been exercised

Board — means the board of directors
of the Company or of Ocado Limited
from tirme-to-time as the context may
require

CFCI — means the Customer
Fulfilment Centre in Hatfield,
Hertfordshire

CFC2 — means the Customer
Fulfilment Centre in Dordon,
Warwickshire

Companies Act — means the
Companies Act 2006

Company — means Ocado Group plc,
a company incorporated in England and
Wiales with registered number 07098618
whose registered office s at Titan Court,
3 Bishops Square, Hatfield Business Park,
Hatfield, Hertfordshire, AL 10 3NE

Corporate website — means
www ocadogroup com

Cost of sales — means the cost of
groceries and other products the
Group sells, any associated licence
fees which are Iinked to the volume of
sales of specific products or product
groups, Including the branding and
sourcing fees payable to Waritrose,
adjustments to Inventory, and charges
for transportation of goods from a
supplier to CFCI

Convertible preference shares —
means all convertible preference shares
convertible into the same number of
ordinary shares erther at the opton

of the holder ¢r on the occurrence of
certain trigger events including a public
Iisting The convertible preference
shares rank pan passu with ordinary
shares with the exception that on
return of assets they have priorty to all
other shareholders

CSTM — means Custemer Service
Tearn Member, which s the title given
to our customer facing delivery drivers

Customer Fulfiment Centre or CFC
— means a dedicated highly automated
warehouse used for the operation of
the business

Distrbution costs — means all the
costs incurred, excluding product
costs, to the pomnt of sale, usually the
customers’ home This includes the
payroll-related expenses for the picking,
dispatch and delvery of product sold
to the point of sale, the cost of making
those deliveries, including fuel, tolls,
maintenance of vehicles, the operating
costs of the properties required for
the picking, dispatch and onward
delivery operations and all associated
depreciation, amartisation and
impairment charges, call centre costs
and payment processing charges

Directors — means the directors of
the Company whose names are set out
on pages 28 and 29, or the directors of

www ocadogroup com

Ocado Limited from time-to-time as
the context may require

Disclosure and Transparency Rules
— means the disclosure rules and
transparency rules made by the FSA
under PartVI of FSMA.

EBIT — means operating profit/{loss)
before interest (including interest
on finance leases) and taxation

EBITDA — means the non-GAAP
measure which Ocado has defined
as earnings before net finance costs,
taxation, depreciation, amortisation,
impaimment and exceptional rterms

EBITDA margin — means EBITDA as a
percentage of revenue

EBT — means earmings before tax

EBT Trustee — means the trustee from
time-to-time of the employee benefit
trust established for the purposes of the
J50OS, currently Appleby Trust {Jersey)
Limited

ESOS — means the Ocado 200!
Executive Share Gwnership Scheme

Exceptional items — means items that,
due to therr matenal and non-recurning
nature, have been classified separately in
crder to draw themn to the attention of
the reader of the financial statements

Executive Directors — means Tim
Steiner; Jason Gissing, Neill Abrams,
Andrew Bracey and Mark Richardson

Financial perted — means the 52 week
period ending the closest Sunday to 30
November

Financal year — see Financial period

FRC — means the Financial Reporting
Councit

FY — means Financial year

Gross sales — means sales (net of
returns), including charges for delvery,
before deducting relevant voucher/
offers and value added tax

HMRC — means Her Majesty's
Revenue & Custorns
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Glossary continued

IFRS IC — means the International
Financial Reporting Standards
Interpretations Committee

IFRS — means Internattonal Financial
Reporting Standard(s)

IPO — means the initial public offering
by the Company in July 2010

John Lewis — means John Lewss plc,
the parent company of Wartrose John
Lewss plc was incorporated in England
and Wales with registered number
233462 and 1ts registered office 1s | 71
Victona Street, London, SWIE 5NN

Jehn Lewis Pension Fund — means
John Lews Partnership Pensions

Trust, which 1s the corporate trustee

of the John Lewss Partnership Trust

for Pensions It was incorporated n
England and Wales with registered
number 372106 and its registered office
15 171 Victona Street, London, SWIE
SNN

JSOS — means joint Share Ownership
Scheme

KPl — means key performance
indicators

LIBOR — means London Interbank
Cflered Rate

Listing Rules — means the Listing Rules
made by the UK Listing Authorrty under
Part VI of the Financial Services and
Markets Act 2000 (as amended)

Management Committee — means
senior management responstble for
managing the day-to-day affairs of the
business

Net finance costs — means finance
income and finance costs Finance
income 1s comprised principally of bank
interest and other interest  Finance
costs are comprised of iterest on bank
loans and overdrafts, interest on finance
leases and interest on other financing
arrangements

Non-Executive Directors — means
the non-executive directors of the
Company designated as such on pages
28 and 29

Notice of Meeting — means the notice
of the Company's AGM

QOcado Counal — means the Ocado
forum used to consult with our
employees

Ocado Delivery Pass — means the
Qcado discounted pre-pay delivery
service avalable in various offerings
including monthly, quarterly and annually

Ccado Saving Pass — means the
Ocado discount membership scheme
which entrtles cusiomers to receve
fixed discounts on selected branded
products from Ocado within a

Saving Pass group for the length of
membership (and any renewal}

Other income — means primarily
advertising revenue for adverusing
services provided by Ocado to
suppliers and other third parties on
the website, commission income and
sublease payments receivable

Prospectus — means the Company’s
prospectus dated 6 July 2010 prepared
In connection with the Company’s
Admission

Revenue — means online sales (net
of returns) through the website and
mobite applications, including charges
for delvery, but excluding relevant
vouchers/offers and value added

tax Relevant vouchers/offers include
money-off coupens, conditional spend
vouchers and multi-buy offers, such as
buy three for the price of two

Sharesave Scheme — means the
Ocado employee savings-related share
option plan approved by HMRC

Shareholder — means a holder for the
time being of ordinary or convertible
preference shares

SKU — means a"'stock keeping unit”,
that 15 each individual item or product
stocked

Sourcing Agreement -— means

the vanous sourcing and branding
agreements between Ocado, Wartrose
and John Lewns

Spoke — means the trans-shipment
sttes used for the intermediate delivery
of custormers” orders

Substtution — means the term used
to refer to the atternative product
provided in place of the orginal product
ordered by a customer

TSR — means total shareholder retumn
— the growth in value of a shareholding
over a specified penod, assuming that
dividends are reinvested to purchase
addrtional units of the stock.

UK or United Kingdom — means the
United Kingdom of Great Britain and
Northern lreland

UPH — means the abbreviation for
units (or eaches) per hour

Waitrose — means Wartrose Limited,
a company incorporated in England
and Wales with registered number
00099405

Webshop - means the customer
facing internet-based virtual shop

accessible on the website

Website — means www ocado com
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