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Strategic Report

The Dlreclors present their strategic report of Ocado Retail Limited (the “Company”) for the 52 week penod 3 December 2018 to
1 December 2019. . N

Prmapal actlvmes

The Company was lncorporated on 11 November 1889.and was a wholly-owned subsidiary of Ocado Holdings L|m|led up until
August 2019. In August 2019 Marks and Spencer Holdings Limited acquired a 50% stake in Ocado Retail lelted to form a new
50:50 joint venture with Marks and Spencer Holdings Limited and Ocado Holdings Limited.

Management has concluded that Ocado Holdings still controls Ocado Retail Limited, since it holds 50.0% of the voting rights of
the company and an agreement signed by the shareholders grants the Ocado Group determinative rights, after agreed dispute-
resolution procedures in relation to the approval of the Company's business plan and budget and the appointment and removal of
~ the Company's Chief Executive Officer who is responsible for'directing the relevant activities of the business. Thus under IFRS
10 Consolidated Financial Statements the Company’s controllmg party is Ocado Holdings anlted a company incorporated in the
United Kingdom. .

The principal activity of the Company is the retailing of products to customers through the ocado.com and ocadozcom.com
_websites and owning supplier relahonshlps

Financial review’ :
For the period to 1 December 2019 the Company achieved 5|gn|ﬁcant sales grow‘lh ina hlghly challenglng and competitive
grocery environment.

Revenue grew to £1 ,573.4 million _(2018: £1.428.2miltion) supported by improvemen’ts to the Company's proposition to customers:
. and an increase in the number of active customers in the period. These factors drove strong order growth to the current average

orders of 325,000 (2018: 296,000) per week at the period end. Gross profit of 29% was consnstent with the pnor period at £454 .4
million (2018: £414.3 million). :

Other income increased to £64.2 million (2018: £55:6 million). The Company has grown income from media-related activities
ahead of the rate of increase in revenue as it increasingly engages its suppliers in media opportunities on its customer interfaces
(including website, mobile apps and mobile websites). .

'

The operating loss for the period before exceptional items was £8.9 n%ullon (2018: £6.9 million profit). DlstnbutlonA costs.and
administrative expenses included costs for both the Ocado picking and delivery operations which are recharged from another
Ocado Group entity.

Net finance costs were £10.3 million (2018: £4.4 million). Of this balance £2.4m (2018: £4.4m) represents finance costs on
~ balances due to Ocado Group entities.

Net loss before tax of the Company amounted to £19.7 million (2018: £2.5 million profi t)

The Company held £32.9 million of cash and cash equivalents at the period end (2018: £20.6 million).

- Key performance indic‘ators

The following table sets out a summary of selected unaudited operating infoﬁryaticn for 2019 and 2018.

. Source: the information in the table below is derived from information extracted from internal financial and operating reporting systems and is unaudited.

Perlod enda;i Period ended
_ _ 1 D ber 2019 - 2 December’2018 Variance %
Gross Sales (Em)' - ) . ' 1697.8 - 1,541.6 "10.1%
EBITDA (£m) N . 6.4 A Y 2%
Average orders per week . A 325,000 ° 296,000 . 9.8%
Average order size (£) ” ’ > . - 106.30 106.85. -0.5%
Average deliveries per Van per week ) ) ) 196 ) 194 1.0%

" Note 2.3

2 Average retail value of goods a custamer receives (includir{g VAT and delivery charge and including standalone orders) per brder

" The Company is making grocery shopping quicker, simpler and more personal through a comblnatlon of unbeatable range,
effortless convenience and falr value. .
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Strategic Report (continued)

. e

Key performance indicators (continued)
Order accuracy and.orders delivered on time or early remained at what we belleve to be industry-leading levels of 83.0% (2018:
98.8%) and 95.0% (2018: 94.8%) respectively.

Future Developments

From September 2020, customers will be able to buy M&S food and dnnk as well as certain items from the M&S clothing range at
Ocado.com — the first time the full M&S Food range will be available online to UK shoppers and together with a full supermarket
assortment of global, popular and artisan brands,

The Company has maintained its double-digit growth despite the fire at Andover, and is well placed for that to continue next *
period. ) R

Principal risks and uncertainties

The Company has identified the following principal risks and uncertainties facing it which the Board considers to be material to
the development, performance, position or future prospects of the Company. These, together with the associated mitigations,
where applicable, are below. These risks and uncertainties do not comprise all of the risks associated with the Company and are
- . not set out in any order of priority. Additional risks and uncertainties currently not known to the Directors and/or which the
Directors believe to be less material may also have a matenal adverse effect on the Comparny’s business, financial condition or
’ future prospects. :

Uncenamt/es in wider economy

The Company is exposed to potential negative chénges in the globat economic and geopolitical environment, including as a result
of COVID-19 and Brexit. This risk is managed through continucus monitoring of the economic environment and regulatory
changes, including ongoing engagement W|th regulators and external bodies, to assess the potential impact and mitigate
accordlngly

‘

Reputational damage

Owing to a number of factors, there is a risk of decline to the high customer service levels which customers are accustomed to:
The Board maintains oversight of the key indicators of Company operations including service delivery along with ongoing review
of the performance of drivers.

Further, there is the potential risk tobméintain a retail proposition which appeals to a broad customer base. The Company *
continues to refine and monitor value perception and competitive pricing as we|l as develop and grow both its range and supptler
. base.

Technology risk

Kl

Established systems, processes, controls are structured and tested to ensure reliable and secure operatiohs for Ocado Retail
Limited. The Company remains subject to an ongoing risk of cyber-attack or data breach that could result in busmess dlsruptlon
The Data Protection Officer also supports the Company to oversee its GDPR compliance programme.

Legal and regulatory nisk

The Company could be negatively impacted from non-compliance with regulations and legislation. The risk is mitigated through
the implementation of policies and procedures and mandatory training to appropriate colleagues to ensure compliance with’_
regulations. Experienced legal, food and product technology professionals and health and safety experts also monitor -
compliance against policies and procedures to alleviate the.risk of a focd or product safety incident.

Covid-19
At the beginning of the COVID-19 outbreak, in March 2020, retail demand |ncreased significantly. Ocado Retail Limited has
adapted its platform rapidly in order to meet unprecedented demand, and is now delivering significantly more groceries to
households than ever befare. The Company has increased capacity to support the level of demand with customer fulfilment

" centres (CFCs) operating at their peak efficiencies to date. The Company is delivering over 40% more groceries in the United
Kingdom than before the impact of COoVID-19. -

Operating the business safely for employees and.customers has been the number one pnorlty Temperature manitoring is being
undertaken at all CFCs and spokes, and frontline employees are being tested regularly for COVID- 19.

Although the long-term shift towards onllne grocery is expected to accelerate post-pandemic, there remain many uncertainties
about the length of the crisis, its long-term effect on customers' disposable incomes, and customers’ reactions immediately
following-the passing of the pandemic.

_To date the Company has experienced no material delays in'the delivery of future CFCs. .

)
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Strategic Report (continued) . )

$172 Statement . o e

A director of a company must act in the way they consider, in good faith, would most likely promote the success of the company
for the benefit of its members as a whole, laklng into account the factors as listed in section "172 of the Companies Act 2006.

All Board decusnons are made with the Company s success at the forefront, whlch is ultimately for the long-term benef t of the
Company’s shareholders. Both shareholders have representation on the Board and the Company has an ongomg dralogue with
its shareholders on key busmess issues.

Engagement with employees and other stakeholders.

o

Employees

‘The Company's employees receive updates on the business' performance and strategy through regular business meetings and.
" and updates via the intranet. Employees are encouraged to share their views and ideas with senior management and the Board.

. Suppliers

The Company maintains a supplier application website.to aid the retail listing process and thereby make Ocado Retail Limited
more accessible for Small to Medium-sized Enterprises (SMEs). The Company takes seriously its wrlllngness to help nurture and
support new and innovative brands.

The Company has processes in place to prevent and eradicate modermn slavery in its supply cﬁain. In 2019 the Company became
a project sponsor of Stronger Together, a multi-stakeholder business-led initiative.aiming to reduce modern slavery and other .
hidden third party exploitation of workers Further details are available in the Company’s 2019 Modern Slavery Statement, which

is available online.

Ali of the Cor_npany's suppliers are required to comply with the Company’s Responsible Sourcing Code of Practice which requires
them to provide good working conditions, respect.workers' human rights, and be subject to appropriate ethical monitoring. The

_ Company'’s suppllers are also considered as part of the Company's annual Grocery Supplier Code of-Practice (GSCOP) report.

Customers

The Company continually engages with its customers in a number of ways in order to receive feedback on the service, including

surveys, feedback received through our contact centre, press engagement, social media activities and customer marketlng and
communications.

Community ) .

v

The Company supports employees across the UK to make a drfference to a local charity that matters to them through a matched

fundraising policy

The Company also sponsors WRAP in the amount of £100k per annum to un educatlon programmes for schools to educate
children on food waste and recycling. .

Through the Company's ' 'Donate Food with Ocado” scheme it donated a further 76 tonnes of fresh and ambient food surplus to
food banks and charities demonstrating its commitment to strengthening food partnerships in.the past 12 months. Since the .

"scheme launched in December 2014, the Company has donated over 256 tonnes of food.

Approved by the Board and signed on its behalf by:

WM o

Niall McBride
Director

Date 24 August2020
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Directors’ Report

The Directors present their report and the audited f nancial statements of Ocado Retail lelted (the “"Company") for the 52 week
period ended 1 December 2019.

Board of Directors )
-The Directors of the Company who were in office dunng the period and up to the date of signing the fi nanmal statements were:

Tim Steiner
Duncan Tatton-Brown ’
Melanie Smith (appointed 05 August 2019)
' Lawrence Hene (appointed 05 August 2019) -
Stephen Rowe (appointed on 05 August 2019)
Niall McBride (appointed 13 January 2020)
Carolyn Bane (appointed on 05 August 2019 and resngned on1 January 2020) .
Luke Jensen (resigned on 05 August 2019)
Neill Abrams (resigned on 05 August 2013) t 4
Mark Richardson (resigned on 05 August 2019)
Stuart Machin (appointed 05 August 2019) .
-Eoin Philip Tonge (appointed 24 June 2020) ’

-

" Political contributions
No political donations were made by the Company.to any polltlcal party, organlsatlon or candidate durlng the period (2018 £nil).

Directors’ interests Y )

. The Directors did not have beneficial interests in the shares of the Company at the end of the period. The Directors’ beneficial
interests are disclosed in full in the annual report and financial statements of Ocado Group plc and Marks and Spencer Holdings

Limited. Copies of those financial statements for Ocado Group can be obtained from its registered office, which is Buuldmgs One

& Two, Trident Place, Mosquito Way, Hatfield, Hertfordshire, AL10 UL, .or alternatively from its corporate website

www.ocadogroup.com. Copies of those financial statements from Marks and Spencer Holdings will be available from its

- registered office which is Waterside House, 35 North Wharf Road, London, United Kingdom, W2 1NW,

Directors’ insurance and indemnities -

The uitimate parent of one of the Company's shareholders, Ocado Group pIc maintains directors’ and officers’ liability insurance
cover for its Directors and officers as permitted under the Company's Articles and the Companies Act 2006. Such insurance
policies cover the Directors and officers of Ocado Group plc and of each of its group undertakings, including the Company. These
insurance policies were renewed during the period and remain in force. The Company also indemnifies the Directors and officers
under an indemnity deed with each Director or officer which contains provisions that are permitted by the director liability '
provisions of the Companies Act 2006 and the Company's Articles. An indemnity deed is usually entered into by a*Director or
officer, and the Company at the time of their appointment to the Board. Qualifying third party indemnity provisions (as defined by
section 234 of the Companies Act 2006) were in force during the penod and remain in force for the benefit of the Directors, and
any officer, of the Company or of any associated company.. ¢

Research and development and future developments
No research and development is undertaken by this entity..

The Company s likely future deve!opments lncludlng its strategy are descnbed in the Strateglc Report on pages 2to 4.

Risk management
The Company's risk management policies for managing financial risk to the extent material to assessing the financial
performance or position of the Company are summarised in the principal risks and uncertainties section of the Strategic Report.

Results and dividends
The Company's results for the penod are sét out in the Statement of Comprehensnve Income on page 11. The Directors do not
propose to pay a dividend for the period (2018: £nil).

- Post balance sheet events _ :
Events occurring after the balance sheet date that affect the Company will be disclosed in note 5.5 to the fi nancral statements.

Employees ' ‘ R

Creating an environment that is inclusive to everyone lrrespectlve of their gender, age, race, dlsablllty, sexual orientation, or '
religion is one of the Company's key priorities. We have .on ongoing commitment to continue to develop a diverse workforce and
a culture that celebrates all employees.

Applications for employment by all individuals, including those with a disability, are always fully considered, bearing in mind the
respective aptitudes and abilities of the applicant concered. In the event of members of staff becoming disabled every effort is
made to ensure that their employment with the Company continues and appropriate training is arranged. It is the policy of the.
company that the training, career development and promotion of all employees should, as far as possible, be identical.

Staff engagement is one of the Company’s key priorities, the Company recently conducted an employee survey to provide an
informed picture of how colleagues feel about the business and 71% of employees took partin this period's employee survey.
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Financial Risks and Uncertamties ‘

The risk management policies for managing fi nancnal risk of the Ocado Group, which includes the Company are dlscussed on the
page of 48 t6 52 of the Ocado Group PLC 2019 annual repart, which does not form part of this report. The Company is a °

" significant part of the retail segment of Ocado Group, so most of the risks detailed in that report are relevant to the company, and
are managed by directors.on a basis consistent with, and as part, of the Group structured risk management process. Note 5.6
gives details of the company's ultlmate parent and form where the consolidated financial statement prepared in accordance with
IFRS may be obtained. . ) .

" Credit Risk :
The Company monitors its recelvables balances on an ongoing basis with any provision for lmpalrments\made as required.

Disclosure of information to the auditor

Each of the persons who i isa director at the date of approval of thls annual report conflrms that:
® so far as the director is aware;, there is no relevant audit information of which the Company’s auditor is unaware; and
® - the director has taken all the steps that he/she ought to have taken as a director in order to make himself/herself aware
of any relevant audit information and to establish that the Company's auditor is aware of that mformatnon

Deloitte LLP have expressed their willingness to continue in offlce as auditor and a resolution to reappomt them will be proposed
at the forthcoming Annual General Meeting. .

This confirmation is given and should be interpreted in accordance with the provisions of s418 of the Companies Act 2006. .

Approved by the Boarq and signed in its behalf by -

Nial McBride . . .
Director ° ' e
Date 24 August 2020 ’

v
B
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Statement of Directors’ responslbllltles .

" The directors are responsible for preparing the Strategic Report, Directors' Report and the ﬁnancral statements in accordance
with applicable law and regulations.
Company law requires the Directors to prepare financial statements for each financial period. Under that law the Directors have
elected to prepare the financial statements in accordance with United Kingdom Generally Accepted Accounting Practice (United
Kingdom Accounting ‘Standards and applicable law), and in accordance with Financial Reporting Standard 101 ‘Reduced

" Disclosure Framework’ ("FRS 101"). 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 Company and of the results of the company for that period.

In preparing these financial statements, the Directors are required to:
s select suitable accounting policies and then apply them consistentiy; -
». make judgements and accounting estimates that are reasonable and prudent; -
:». state whether applicable UK accounting standards have been followed, subject to any material departures dlsclosed and
explained in the financial statements; and .
we.  prepare the financial statements on the going concern basis unless it is |nappropr|ate to presume that the Company wrll
continue in business.

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the Company's
transactions and disclose with reasonable accuracy at any time the financial position of the Company and to enable themto
ensure that the financial statements comply with the Companies Act 2006. They are also responsible for safeguarding the assets
of the Company and hence for taking reasonable steps for the preventlon and detectlon of fraud and other |rregular|t|es ‘
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Independent Auditor’s Report to the Members of Oe,ad‘o' Retail Limited

o

Report on the audit of the financial statements

Opmlon
In our opinion the financial statements of Ocado Retail Limited (the ‘company’):

.« givea true and falr view of the state of the compaan affairs as at 1 December 2019 and of its loss for the period then -
ended,
e have been properly prepared in accordance wuth United Klngdom Generally Accepted Accountmg Pracnce including
- Financial Reporting Standard 101 “Reduced Disclosure Framework”; and
e have been prepared in accordance with the requirements of the Companies Act 20086.

We have audited the ﬁnancial statéments which comprise;

the statement of comprehensive i |ncome.
the balance sheet;

the statement of changes in equity, and
the related notes 1 to 5.6

'Y

The financial reporting framework that has been applied in their preparation is applicable law and United Kingdom"Accounting
Standards, including Financial Reportlng Standard 101 “Reduced Dlsclosure Framework (United Kingdom Generally Accepted
Accounting Practice). . . .

. Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable law. Our’
responsibilities under those standards are further described in the auditor's responsnblhtles for the audit of the financial |
statements section of our report.

We are independent of the company in accordance with the ethical requirements that are relevant to our audit of the financial
statements in the UK, including the Financial Reporting Councif's (the ‘FRC’s’) Ethical Standard, and we have fulfilled our other
ethical responsibilities in accordance with these requirements. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion. )

Conclusions relating to going concern *
We are required by ISAs (UK) to report in respect of the followmg matters where:

¢ the directors’ use of the going concem basis of accounting in preparatjon of the financial statements is not approprlate,
or .
@ the directors have not disclosed in the financial statements any identified ‘miaterial uncertainties that may cast
significant doubt about the company's ability to continue to adopt the going concern basis of accounting for a period of
at least twelve months from the date when the financial statements are authorised for issue. :

We have nothing to report in.respect of these matters.

'Other information

The directors are responsible for the other information. The other information comprises the information included in the annual
report, other than the financial statements and our auditor's report thereon. Qur opinion on the financial statements does not
cover the other information and, except to the extent otherwise explicitly stated in our report, we do not express any form of
assurance conclusion thereon. ' .
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..

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so;
consider whether the other information is materially inconsistent with the financial statements or our knowledge obtained in the
audit or otherwise appears to be materially misstated. If we identify such material inconsistencies or apparent material
misstatements, we are required to determine whether there is a material misstatement in the financial statements or a material
misstatement of the other information. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required té report that fact.

We have nothing to report in respect of these matters.

Responsibilities of directors: :
- As explained more fully in the directors’ responsibilities statement, the dlrectors are responSIbIe for the preparation of the fi nancial -

statements and for being satisfied that they give a true and fair view, and for such intemal control as the directors determine is
. necessary to enable the preparation of financial statements that are free from material misstatement, whether due to fraud or
" error. . : ’ ' ' > :

In-preparing the financial statements, the directors are responsible for assessing the company's ability to continue as a going °
concern, disclosing, as applicable, matters related to going concemn and using the going concern basis of accounting uniess the
directors either intend to hquudate the company or to cease operations, or have no realistic alternative but to do SO.

Auditor's responsubllltles for the audit of the financial statements’

Our objectives are to obtain reasonable assurance about whether the financial statements asa whole are free from matenal
misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. Reasonable assurance is.a
high level of assurance, but is not a guarantee that'an audit conducted in accordance with ISAs (UK) will always detect a material
‘misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these fi nancnal
statements. : . -

A further descnptlon of our responsrbllmes for the audit of the financial statements is located on the FRC's website at:
wwwifrc.org. uklaudltorsresggnslbllmes Thls descnpnon forms part of our auditor’s report. -

Report on other legal and regulatory requirements

‘ Obinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:.

o the information glven in the strategic report and the directors' report for the financial penod for which the financial
statements are prepared is consistent with the financial statements; and
o the strategic report and the directors' report have been prepared in accordance with appllcable legal requirements. ~ |

o

in the light of the knowledge and understanding of the company and its environment obtained in the course of the audlt we have
not identifi ed any matenal misstatements in the strateglc report or the directors’ report. «

Matters on which we are required to report by exception
Under the Companies Act 2006 we are required to report in respect of the following matters if, in our opinion;

e ~ adequate accounting records have not been kept, or returns adequate for our audit have not been received from
.branches not visited by us; or . .
« the financial statements are not in agreement with the accounting records and returmns; or - o
'« certain disclosures of directors' remuneration specified by law are not made; or i
we have not received all the information and explanations we require for our audit.. . . . .

. We have nothing to report in respect of these matters. -

.
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Use of our report

This report is made solely to the company’s members, as a bady, in accordance with Chapter 3 of Part 16 of the Companies Act

2006. Our audit work has been undertaken so that we might state to the company’s members those matters we are required to
state to them in an auditor's report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume

responsibility to anyone other than the company and the company’s members as a body, for our audit work; for this report, or for

the opinions we have formed.

* : ' . \

M. €. Log- Aaesl .
Mark Lee-Amies FCA (Senior statutory auditor)
For and on beha_lf_of Deloitte LLP

Statutory Auditor

London, UK

°Date: 24 August 2020

}
B
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Statement of Comprehensive Income oo

for the 52 weeks ended 1 December 2019 ) -

. * 52 waeks ended 52 weeks ended

.t . " 1 December 2 December-

. o 2019 2018

- Notes . Em Em

Revenue . - 22,23 1,573.4 1428.2
Cost of sales ) S y (1,118.0) (1,013.9)
Gross profit L . ) . . 4544 T 4143
Other income . ' 64.2 55.6
Distribution costs (449.1) (401:8)
Administrative expenses ) (78.8) (61.2)
. Operating (loss)/profit baf ptional items " ] : 24 . (9:3) , 69
Exceptional items . 27 04 . -

) Operating (loss)/ profit o ) ’ . (8.9) . 69
Finance income ' ) 41 0.1 -
Finance costs ‘ L . 44 {10.9) (4.4)
{Loss)/ profit before taxation . _ ) * » (18.7) 28
Taxation 26 ) 33 (0.3)
2.2

(Loss)/profit for the perlod and total comprehensive (exp )M (16.4)

All amounts are derived-from continuing operations.

Non-GAAP measure: Earnings before interest, taxation, depreciation, amortisation, impairment and exceptional items

(EBITDA) A . .

- - 52 weéks 52 waeks
o : . . ’ ended ‘ended
1 December 2 December
- . . 2019 2018
i - - Notes . £m £m
Operating (lossY profit . ' B (8.9) 6.9

Adjustments for: . ' ) ‘
Exceptional items 27 (0.4) -
Depreciation of property, plant and equipment ’ 33 ) ‘49 -
Oepreciation of right-of-usé assets 34 N 10.8 -
EBITDA - - Lo _ 6.4 6.9

- L}
. .1
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Balance Sheet
as at 1 December 2019

1 December 2019 2 December 2018
Notes £m Em
Non-current assets
Intangible assets 3.2 ) 0.3 e
Property, plah! and equipment 33 16.4 B
Deferr;d tax asset o 26 »'10.4 71
Right-of-use assets 34 235.1 -
k ) ) 262.2 74
Current assets ’
‘Inventories 35 47.9 48.2
Trade and other receivables 38 . 228.6 486.2
Cash and cash equivalents 37 329 20.6
 Asset held for safe ' 38 4.2 .
) 3146 555.0
Total ass__e!s~ o St 576.8 562.1 -
Current liabilities . "
Trade and dther payables * 39 (303.5) (495.4)
Lease llabilities 3.10 (24.1) * -
- X i (327.6) (495.4)
‘ Net current assets (13.0) 59.6
Non-current Liabilities
Lease liabilities 3.10 (213.8) =
Provisions . . KRR (f.B) =
(221.4) P
Net assets - . 27.8 86.7
Equity
Share capilal B 4.2 : - ) -
Share premium 4.2 360.3 360.3
Other reserves : 4.2 '8:2 9.2
Retained earnings (341.7) (302.8)
Total equity -

27.8 -

.66.7

The financial statements on pages 11 to 35 were authorised for issue by the Board of Directors and signed on its behalf by:

.

Niall McBride

Director -

Ocado Retail Limited .

Company Registration Number 03875000 (England and Wales)
Date 24 August 2020
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Statement 6f Changeé in Equity .
for the 52 weeks ended 1 December 2019

* {Accumulated
Share Share Other  losses)iretained Total
capital . premium reserves eamings equity
. r ©OEm o £m £m £m £m
" Balance at 4 December 2017 o 360.3 9.2 (305.0) 64,5
" Profit for the pericd and totai comprahansnve Income - - - T22 22
* Balance at 2 December 2018 - - 360.3 9.2 {302.8) 66.7
Adjustment arising from ‘Group restructuring v - - - B (22.5) S (22.5)
. Loss for the periad and total'comprehensive income . - - (16.4) (16.4)
Balance at 1 December 2018 : - (341.7) ' 27.8’

360.3

. 82

! In August 2019, Ocado Holdings lelted the Company’s immediate parent undertaking, sold 50.0% of its interest in Ocado Retail Limited to

Marks and Spencer Group plc. As part of this transaction, a humber of intra-Group bafances were waived. These were treated as “capital
contributions between the relevant companies, and any gains or losses were recognised directly in retained earnings..

%
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Notes to the financial statements
ASection 1- Basis of preparation

General information :

Ocado Retail Limited (hereafter “the Company") is a private company limited by shares, and incorporated and domiciled in the
United Kingdom. The address of its registered office is Apollo Court, 2 Blshops Square, Hatfield Business Park Hatfield,
Hertfordshire, AL10 9EX.

" The financial period represents the 52 weeks ended 1 December 2019. The prior financiat penod represents the 52 weeks ended
2 December 2018

Basis of preparatlon

The Company meets the definition of a qualifying entity under Flnancna| Reporting Standard 100 'Application of Flnanmal
Reporting Requirements’ issued by the Financial Reporting Council. Accordingly, these financial statements have been prepared
in accordance with Financial Reporting Staridard 101 ‘Reduced Disclosure Framework’ (‘FRS 101").

The financial statements contain information about Ocado Retail Limited as an individual company and do not contain
consolidated financial information about its group. Ocado Group plc is the parent undertaking of the largest and smallest group of
. undertakings to consolidate these financial statements at 1 December 2019. Note 5.6 gives details of the. company's ultimate
parent and form where the consolidated financial statement prepared in accordance with I[FRS may be obtained."The Company
had adopted the intermediate parent exemption under section 400 of the Companies Act 2006, whereby it is not required to
prepare consolidated financial statement as the ultimate parent company prepares publicly available consolidated financial
statements. .

The financial statements are presented in sterling, rounded to the nearest hundred thousand unless otherwise stated. They have
been prepared under the historical cost convention. The financial statements have been prepared on the going concern basis, °
which assumes that the Company will continue to be able to meet its liabilities as they fall due for the foreseeable future.

Exemptions

After considering the Application Guidance to FRS 100, the Company has taken advantage of the disclosure exemptlons
permitted under FRS 101 given that it is included in the consolidated financial statements of Ocado Group plc. The consofidated
financial statements are prepared under International Financial Reporting Standards (IFRSs) and International Financial
Reporting Standards Interpretation Committee (IFRIC) interpretations as endorsed by the European Union ("IFRS-EU").- The
disclosure exemptions adopted, where applicable, are in relation to share-based payment arrangements, financial instruments,
capital management, presentation of comparative information in respect of certain assets, presentation of a cash flow statement,
standards not yet effective and certain disclosures in respect of revenue from contracts with customers and certain related party
transactions. .

Where relevant, equivalent disclosures have been given in the consolidated financial statements of Ocado Group plc that can be
obtained from its registered office, which is Buildings One & Two, Trident Place, Mosquito Way, Hatfi eld Hertfordshire, AL10
9UL, or alternatively from its corporate website www.ocadogroup.com. .

) New Standards, Amendments and Interpretations Adopted by the Company '
In the current period, the Company adopted IFRS 16 "Leases” for the first time.

Due to the transition method chosen by the Company, comparatwe information throughout these financial statements has not
been restated to reflect the requirements of the new standard. Rather, reclassifications and any adjustments arising from the
adoption of IFRS 16 have been recognised in the opening equity balances at 3 December 2018.

New standards, amendments and interpretations issued that are effective but not material to the Company:” *

The Company has also considered the following new standards, interpretations and amendments to published standards that are
effective for the Company for the financial period beginning 3 December 2018 and concluded that they are either not relevant to
the Company or that they would not have a s:gnlfcant impact on the Company's financial statements:

Standard Description - ) Effective date
IFRS 2 S Share-based Payment (amendments) : 1 January 2018
IFRS 4 Insurance Contracts (amendments) 1 January 2018
IAS 40 . o Investment Property (amendments) i ' 1 January 2018
| IFRIC 22 Foreign Currency Transactions and Advance Consnderatlon 1 January 2018
28;‘:33;“;’8;’;:‘*”‘5 0IFRSs | Amendments to IFRS 1,IFRS 12 and IAS 28 1 January 2018
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‘Notes to the financial statements (continued)
Section 1- Basis of preparation (continued).

Accounting policies : ' ' ..

The principal accounting policies adopted in the preparatlon of these fi nanmal statements are set out in the relevant notes to
these financial statements. Accounting policies not specifically attributable to a note are set out below. These policies have been
consistently applied to all the periods presented, unless otherwise stated.

. Foreign currency translation
Functional and presentation currency
Items included in the financial statements of the Company are measured using the currency of the primary economic environment
in which the Company operates ("the functional currency"). Sterling is the Company's functional and presentation currency.

©

Transactions and balances : ’

Foreign currency transactions are translated into the functional currency using the exchange rates prevaalmg at the dates of the

~ transactions or valuation where items are remeasured. Foreign exchange gains or losses resulting from the settlement of such
" transactions and from the translation at period-end exchange rates of monetary assets and liabilities denominated in foreign

currencies are recognised in the statement of comprehenswe income, except when deferred in equity as qualifying cash flow

hedges. .

Foreign exchange gains and losses that relate to borrowings and cash and cash equivalents are presented in the income
statement within finance income or finance costs. All other foreign exchange gains and losses are presented in the income
statement within operatlng profit.

Sectuon 11- Basls_ of preparatlon

Critical estimates, judgements and assumptions :

The preparation of the Company financial statements requrres the use of certaln judgements, estimates and assumptlons that
affect the reported amounts of assets, liabilities, income and expenses. Estimates and judgments are continually evaluated and
are based on historical experience and other factors, including expectations of future events that are believed to be reasonable
under the circumstances.

Key estimation uncertainties

Cost of sales

‘At the period end the Company is requnred to estlmate supplier income due from annual agreements for volume rebates, which
span across the period-end date. Confirmation of some amounts due is often only received three to six months after the period
end. . .
'Recognition of deferred tax assets

Deferred tax assets are recognised only to the extent that it is probable that future taxable profits will be avanlable against which .
the temporary differences can be utilised. Recognition, therefore, involves estimates regarding the prudent forecastmg of future
" taxable profits of the business and in applying an appropniate risk adjustment factor. .

Significant Judgements

No judgements have been made in the process of applying the Company’s accountmg policies, other than those |nvolvmg
estimations, that have had a s:gmﬁcant effect on the amounts recognised in the financial statements. .
1.2 Going concern basls :

Accounting standards require that directors satisfy themse|ves that it is reasonable for them to conclude whether it is appropruate
to prepare financial statements on a going concern basis. There has been no material uncertainty identified which would cast
significant doubt upon the Company's ability to continue using the going concern basis of accountmg for the 12 months following
the approval of these financial statements. .
The Company monitors rolling forecasts of liquidity requirements based on a range of precautionary scenarios to ensure it has
sufficient cash to meet operational needs while maintaining sufficient headroom on its committed borrowing facilities at all times
so that the Company does not contribute to breaching borrowing limits or covenants (where applicable) on any of its borrowing
facilities. The Company is cash generative and has been so through the COVID-18 crisis. Given the net liability position it also
relies on support from its shareholders Ocado Group Plc and Marks and Spencer Group Plc .

After making appropriate enquiries and having considered the business act|vmes as set out in the Strategic Report on page 2, the
facts described above, the impacts of the COVID-19 pandemic and the Company's principal risks and uncertainties, the Directors
are satisfied that the Company-has adequate resources to continue in operational existence for the foreseeable future.
Accordingly, the financial statements have been prepared on the going concern basis.
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Notes to the financial statements (contmued)
~Sect|on 1- Basis of- preparatlon (contlnued)
-1.3 Initial adoption of IFRS 16 “Leases”

IFRS 16 “Leases” replaces IAS 17 “Leases”. The standard sets out the principles for the recognition, measurement, presentation
and disclosure of leases and requires lessees to account for all leases under a single on-8alance-Sheet model. The standard has
an effective date of 1 January 2019 but the Company has decided to adopt it early as it will provide more reliable and useful
information to investors and other stakehalders arid allow the Company to remain more readily comparable with compeutors who
will be adoptlng the standard during the 2019/20 reporting season.

IFRS 16 has been applied using the modified retrospectlve approach with the date of initial application of 3 December 2018. Pnor
periods have not been restated. .

On adoptian of IFRS 16 the. Company has recognised lease liabilities in relation to leases which had previously been classified as .
operating leases. These liabilities were measured at the present values of the remaumng lease payments discounted using the
incremental borrowing rates at 3 December 2018.

For leases previously ‘classiﬁed as finance leases, the right-of-use assets and lease liabilities are measured at the date of initial
application at the same amounts as under IAS 17 immediately before the date of initial application.

Practical expedients applied C ”

‘The Company has used the following practlcal expedlents when applying IFRS 16 to leases previously classified as operating
leases:

s applying a single discount rate to a portfolio of leases with similar characteristics;
relying on previous assessments as to whether léases are onerous as an alternative to performing an impairment review -
- there were no onerous contracts as at 3 December 2018; R '

»  excluding initial direct costs from measuring right-of-use assets at the date of mmal application; and

*  using hindsight when determining a lease term if the contract contains options to extend or terminate the lease.

The Company has applied the exemption not to recognise the right-of-use aésets_ and liabilities for leases with a remaining lease
term of less than twelve months from the date of initial application. .

The Company has elected to use exemptions allowed for low value items and short-term leases.
Measurement of lease liabilities '

The following is a reconciliation of total finance Iease commitments disclosed at 2 December 2018 with the lease liabilities
recognised at 3 December 2018:

Finance lease liabiliies recognised under IAS 17 at 2 December 2018 : . . - i -

Finance lease Iiabilities recognised under IFRS 16 at 3 Dacembar 2018 ] i 85.3 .

Representing: ' , *

Current lease liabilities . - ' ) - 48
_ Non-current lease liabilities ) : ) 80.4

i X ‘ 853"
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Notes to the financial statements (continued)

Seaction 1- Basis of pre'paration (continued)

1.3 Initial adoption of IFRS 16 “Leases" (continued)

Measurement of right-of-use assets

The Company has elected to measure the right-of-use assets at an amount equal to the lease liability adjusted for any prepaid or
accrued lease payments that existed at the date of transition, including unamortised lease incentives.

Adjustments recognised on the Balance Sheet on 3 December 2018 T

The fotlowing is a reconciliation of the financial statement line items from 1AS 17°to IFRS 16 at 3 December 2018;

Carrying amount at ) R ' Carrying amount at
2 December : . 3 Dacember
. ’ 2018 . Reclassification . Re-measurement 2018

AT .. _Notes - Em . £m . £m. ' _ . .. . Em.
Right-of-use assets C L 34 : : S 828 . 82.8
‘ Leaee liabilites o 310 - ‘ - - (85.3) (85.3)
Provisions - " an - s (1.8) . (1.8)
Recelvables under finance leases 3.2 - T : . 3.6- ' 3.6

The apphcatlon of IFRS 16 to feases prevnously classified as operating leases under |IAS 17 resulted in the recognition of nght-of—
use assets of £82.8 million, recelvables under fi inance leases of £3.6 million, lease liabilities of £85.3 million and dilapidations
provisions of £1.8 million.

@

"IFRS 16 requires entities to make certain judgements and estimations. Management has exercrsed judgement around the use of

extensnon and break options for leases.

Where the Company has the option to extend or terminate a lease early, management has'used its Judgement to determine whether
or not the option is reasonably certain to be exercised. Management has considered all facts and circumstances |ncludmg past -
practice and current and future busmess strategy and any costs that could.be incurred on use of the option in exercising its
judgement

The Company has elected to use exemptions allowed for low value items and short-term leases.

Section 2 — Results for the period

' 2.1 Profit before taxation

Accounting policies

.

Revenue .

" The Company foltows the pnnmples of IFRS 15° Revenue from Contracts with Customers”, in determining appropnate revenue

recognition policies.

~ Revenue represents the transaction price that the Company expects to be entitled to in return for delivering the goods or services

to its customers. The value recognised in any period is based on judgement of when the customer is able to benefit from the
goods or services and an assessment of the progress made towards completely satisfying each obligation. -

Identification of the Performance Obligations

In a typical contract there is one performance obligation which is to deliver goods ordered online to the customer at the scheduled
time and to the agreed address. “Ocado Smart Pass”, the Company's discounted pre-pay membership scheme, is a separate
contract with a customer and has a separate single performance obligation which is to provide delivery services for an agreed
period of time. The Company is able to apply the practical expedient allowed in the standards to apply the standard requirements .
to a portfolio of contracts, rather than individual contracts, as it believes the characteristics of each sale are similar and the effects .

_on the financial statements of doing so would not differ materially from applying the standard to individual contracts.
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Notes to the financial statements {continued)

Section 2 — Results for the period (continued)

2.1 Profit before taxation (continued) .

.
>

' Determining the Transaction Price e )
Customers pay in full at point of sale. The transaction price is based on the aggregation of all order values shown net of any
material adjustment for expected returns or expected future redemption of marketing vouchers in accordance with IFRS 15 -
guidance on variable consideration. Standard delivery charges and carrier bag receipts are included in the transaction price.
Smart Pass transaction price is as per the contracted value of the membership for the agreed period of delivery services.

Allocation of Transaction Price to the Performance Obligations

. Each contract has a single performance obligation and so all the transaction price is assigned to that single obligation. At the end
of each reporting period management will review and adjust for elements of variable consideration such as expected refunds or
expected voucher redemptlons .

Revenue Recognition

Revenue from online grocery orders is recognised at a point in time when the customer obtains control of the goods, which for
deliveries performed by the Company occurs when the goods are delivered to and have been accepted at the customer's home.
For-goods which are delivered by third party couriers, revehue is recognised when the items have been transferred to the third
party for onward delivery to the customer. These are shown net of retums, relevant marketing vouchers/offers and value-added'
taxes. Relevant vouchers/offers include money-off coupons, conditional spend vouchers and offers such as buy three for the
price of two. Revenue from Ocado Smart Pass is recognlsed over the duration of the membership on a time elapsed straight-line
" basis. . .

Cost of sales

Cost of sales represents the cost of groceries and other products the Company sells, any assocuated licence fees which are
driven by the volume of sales of specific products or product groups, including the branding and sourcing fees payable to
Waitrose, adjlistments to inventory and charges for transportation of goods from a supplier to a CFC. .

Commercial income’ :

The Company continues to have agreements wnth suppliers whereby promotional aIIowances and volume-related rebates are
‘received in connection with the promotion or purchase of goods for resale from those suppliers. The allowances and rebates are
included in cost of sales. L

Promotional allowances )

Cost of sales also includes monies received from suppliers in relation to the agreed fundmg of selected items that are sold by the
Company on promotion and is recognlsed once the promotional activity has taken place in the period to which it relates on an
accruals basis. The estimates required for this source of income are limited because the time periods of promotional activity, in
most cases, are less than one month and the invoicing for the activity occurs on a regular basis shortly after the promotions have
ended.

Volume-related rebates
At the period-end the Company is required to estimate supplier income due from annual agreements for volume rebates whlch
span across the period-end date. Estimates are required due to the fact that firm confirmation of some amounts due is often only
received three to six months after the period end. Where estimates are required, these are based on current performance,
historical data for prior periods and a review of significant supplier contracts. A material amount of this income is received from
third parties via the Company's supply agreement with Waitrase. The estimates for this income are prepared following
discussions with Waitrose throughout the period and regularly reviewed by senior management.

Uncollected commercial income.
Uncollected-commercial income as at balance sheet date is classified within trade and other receivables. Where commercnal
" income has been earned, but not yet invoiced at the balance sheet date, the amount is recorded in accrued income. ’

Distribution costs
Distribution costs are charged to the Company by Ocado Group entity. Distribution costs consist of aII the costs incurred,
excluding-product costs, to the paint of sale which is the customer's home or the third party courier. This inclides the payroll-
related expenses for the picking, dispatch and delivery of products 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, amortisation and |mpa|rment charges, call centre costs and payment
processing charges.
Administrative expenses
Administrative expenses consist of all advertlsmg and marketing expenditure (excluding vouchers), share-based payments costs,
employment costs of all central functions, which include board, legal, finance, human resources, marketing and procurement,
and other property-related costs for the head office, all fees for professional sérvices and the depreciation, amortisation and
impairment associated with IT equrpment software, fixtures and fittings.

B

Annual Report and Financial Statements 2019 Ocado Retail Limited ' 4 . 18



Notes to the financial statements (continued)
Section 2 - Results for the period (continued)

2.1 Profit before taxation (continued)

Other income

Other income comprises the fair value of consideration received or recelvable for advertising services provided by the Company
to suppliers and other third parties on ocado.com. Income for advertising services is recognised over the particular time period for
which the service is provided on an accruals basis. An adjustment is made at the period end to accrue the amount of income in
relation to campaigns that may span the period end, however such adjustments are not typlcally material.

Exceptlonal Items '

Exceptional items, as disclosed on the face of the Income Statement, are items that due to thelr material and/or non-recurring
nature have been classified separately in order to draw them to the attention of the reader of the financial statements and to avoid
distortion of underlying performance. This facilitates comparison with prior periods to assess trends in financial performance more
readily. The company appiies judgement in identifying the significant non- recurnng items of income and expense that are

recogmsed as exceptlonal

.

2.2 Revenue

Revenue is generated wholly within the United Kingdom and from a single class of busuness being the Company s principal

2.3 Grass sales

activity of grocery retailing. The Company is not reliant on any major customer for 10% or more of its revenue.

52 weeks ended -

During the period, ihe Company obtained the following services from its auditor:

52 weeks ended
1 December 2018 2 December 2018
£m £m
Revenue ‘ ,1.573.4 1.428.2
VAT 97.9 89.8
_ Marketing vouchers . . 26.5 23.6
" . Gross sales 16978 15418
2.4 Operating (loss)/profit

B 52 weeks ended 52 weeks ended
1 December 2019 2 December 2018
£m em.

’ Operating (loss)/. profit is slale’d after charging/{crediting) the following: R
Cost of invent‘ories recognised as an expense 1,106.3 997.9
Impairment of receivables (1.4) (1.0)
. Net foreign exchange (gain) (0.1) (0.2)
Employment costs 10.6 -

52 weeks ended

§2 weeks ended
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1 December 2019 2 Dacember 2018
£000 £000
Audit sérvices i T
= Audit of the Company's financial statements 226.0 99.7
' ' 226,0 99.7
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[ .
Notes to the financial statements (continued) » -
Section 2 — Results for the period (continued)

2.5 Employee information

During the period the average monthly number of employees was 326 being head office staff. Up until September 2019 and the
prior period all employees were employed by an Ocado Group entity and the Company was recharged for its share of
employment costs.

Other staff including warehouse, service delivery and other functions (|nc|ud|ng directors in the prior penod) were employed by

- an Ocado Group entity and the Company was recharged for its share of employment costs.

'Employment costs ’ L ) . ;
52 weeks ended . . 52 weeks ended
‘1 December 2019 : 2 December 2018
: S .. e
Ernploymenl costs - . » . T a4 - -
Sociat security costs ] 08 ’ 2
Other pension costs ’ . C 04 ! -
Total } : : 106
’ '5.2 weeks ended ) 52 weeks ended
1 December 2019 ° -2 December 2018

£000 ' £'000

Directors' remuneration is disclosed as follows:

Remuneration for qualifying services
. . ¢ 834. ' -

Company pension contributions to .
defined contribution schemes . .- . : 28 ) -
*

Remuneration disclosed above include amounts paid to the highest pald director of £42k and’defined pensron contnbutnons of
£Nil .

2.6 Taxation
Accounting policies :
The tax charge for the period compnses current and deferred tax. Tax is recognlsed in the income statement, except to the extent

" that it relates to items recognised in other comprehensive income or directly in equity, in whlch case the tax is also recogmsed in

other comprehensive income or directly in equity respectively. . : .

" Current taxation

Current tax is the expected tax payable on the taxable income for the period, using tax rates enacted or substantuvely enacted by
the balance sheet date. Management periodically evaluates positions taken in tax returns with respect to situations in which
applicable tax regulation is subject to interpretation. it establishes provisions where appropriate on the basis of amounts expected,
to be paid to the tax authontles .

Deferred taxation P

Deferred tax is recognised using the balance sheet liability method on temporary differences arising between the tax base of
assets and liabilities and their carrylng amount in the financial statements. Deferred tax is calculated at the tax rates that have
been enacted or substantively eénacted by the balance sheet date and are expected to apply when the related deferred tax asset

_is realised or the deferred tax liability is settled.

Deferred tax assets are recognised only to the extent that it is probable that future taxable profits will be available against which
the temporary differences can be utilised. Recognition, therefore, involves judgement-regarding the prudent risk-adjusted
forecasting of future taxable profits of the business and in applying an appropriate risk-adjustment factor. The final outcome of
some of these items may give rise to material profit and loss and/or cash flow variances. At the balance sheet date management

. has forecast that the Company would generate future taxable profits against which existing tax losses could be relieved. The

carrying amount of deferred tax assets is reviewed at each balance sheet date. Deferred tax assets and liabilities are offset
against each other when there is a legally, enforceable right to offset current taxation assets against current taxation liabilities and
it is the intention to settle these on a net basis. . . -
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Notes to the financial statements (continued) ‘ .

Section 2 — Results for the period (continued)
2.6 Taxation - . .

Taxation — Income statement

52 weeks ended . ‘52 weeks ended”
. 1 December 2019 2 December 2018
. . . Em : £m
Recognised in the income“statement . ,
UK corporation tax on profit/ (foss): ’ -
Adjustments in respect of prior periads ' _ (0.4)
Total current tax ] - ’ (0.3)
Deferred tax: . .
Chahges in recoverable amounts of deferred tax assets ' . 3.3 0.1
Origination and reversal of temporary differences .‘ ) . .
] Total deferred tax 33 0.1
Ir_tcome {ex crfditl (charge) L 33 : (0.3)

The tax on the Con]'pany's profit before tax differs from the theoretical amount that would arise using the weighted average tax
rate applicable to profits of the Company as follows: ‘

. .

L Tt . " 52 waeks ended 52 weeks ended
1 December 2019 2December 2018
: - : £m . ) £m
(Loss)/ profit before tax . . . (18.7) 25
Effective tax charge at the UK tax rate of 19% (2018: 19%) an 0.5
Effect of: )
{Non-taxable) / non-deduclible items . . 0.1 ‘ (0.8)
Temporary differences on which no deferred tax is recognised . 0.3 (0.1)
Group relief surrendered / (claimed) | ' . 0.3
Adjustments in respect of prior periods  + i ) . - ) . 0.4
Income tax {(credit)l charge (3.3) 0.3
Taxation - Balance sheet ) . )

Tax losses Accelerated Capital =~ Total

Allowances
) © £m £m . £m
As at 3'December 2017 . 7.0 ] B 7.0
Tax losses recognised through-the income statement . 0.4 B ) 01
A% 312 Dacember 2018 ’ : T : = 73
Effect of change in UK corporation lax rale ' . . . - -
Tax losses recognised through the income statement . 3.1 0.2 3.3
As at 1 December 2019 . 10.2 0.2 10.4
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° Section 2 - Results for the period (continued)

" Trade and other receivables -

Notes to the financial statements (continued)

2.6 Taxation (continued)

On 26 October 2015, the Finance (No.2) Act 2015 was substantively enacted and provided for a reduction in the main rate of
corporation tax from 20% to 19% effective from 1 April 2017. On 6 September 2016, the Finance Act 2016 was substantively
enacted and provided for a reduction in the main rate of UK corporation tax to 17% from 1 April 2020. In the March 2020 Budget
the reduction in the corporation tax rate was withdrawn and it will now stay at 19%; the lmpact will be accounted forin the

_ accounts for the period ended 29 November 2020.

As at1 December 2019'the Company had approximately £62 million of unutilised tax losses (2015: approximately £47.6 million)
available for offset against future profits. A deferred tax asset of £10.2 million (2018: £7.1 million) has been recognised in respect
of £60.0 (2018: £41.7 million) of such losses, the recovery of which is supported by the expected level of future profits of the
Company.

No deferred tax asset has been recogmsed in fespecl of the remaining £2.0 million (2018: £5.9 million) losses on the basis that
their future economic benefit is uncertain given the unpredlctabillty of future profit streams. All tax losses, both recognised and
unrecognised, can be carried forward indefinitely.

o

No deferred tax asset is recognised on temporary differences of £nil (2018: £nil) relating to pension contributions.

2.7 Exceptional items

52 weeks 52 weeks

ended ended

1 December . 2 December

2019 2018

. £m £m

. Andover CFC o i . (0.4) . SV
_ Total exceptional credit ) . : - (0.4) . .

Andover CFC
In February 2019 a fire destroyed the Andover CFC, |nclud|ng the building, machlnery and all inventory held on site. Costs of
£5.7m were offset by insurance income of £6.1m.

Section 3 — Working capital
3.1 Operating assets and liabilities

Accounting policies
Inventories

Inventories comprise goods held for resale, fuel and other consumable goods. Inventories are valued at the lower of cost and net
realisable value as provided in IAS 2 “Inventories”. Cost is determined on a First In and First out basis. Goods held for resale and
consumables are valued using the historical cost basis. Net realisable value represents the estimated selling price less all
estimated costs of completion and costs to be incurred in marketing, selling and distribution. It also takes into account slow-
moving, obsolete and defective inventory. 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. There has been no
security granted over inventory uniess stated otherwise.

The Corﬁp‘any has a mix of grocery and non-food items within invéntory which have different characteristics. For examplé

- grocery lines have high inventory tumover, while non-food lines are typically held within inventory for.a longer period of time and

so run a higher risk of obsolescence. As inventories are carried at the lower of cost and net realisable value, this requures the
estlmahon of the eventual sales price of goods to customers in the future.

Trade receivables are non-interest bearing and are on commercial terms. Trade receivables are recognised initially at fair value
and subsequently measured at amortised cost using the effective interest method, less provision for impairment.

Other receivables are non-interest bearing and are recognised initially at fair value, and subsequently at amomsed cost, reduced
by appropnate allowances for estimated |rrecoverable amounts.
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‘Notes to the financial statements (continued)y .
Section 3 — Working Capital (continued)
' 3.1 Operating assets and liabilities {continued)

Provision for |mpa|rment of trade receivables
A provision for impairment of trade receivables is established when there is objective evidence that the Company will not be able
to collect all amounts due according to the original terms of the receivables.

Any provision made against an impaired receivable is recognised in the income statement within administrative expenses;
Subsequent recoveries of amounts previously written-off are credited against this same financial statement caption. .

The outcome of an impaired receivable depends on future events which are by their nature uncertain. In assessing the likely
= outcome, management base their assessment on historical experience and other factors that are believed to be reasonable in the
ctrcumstances . .

Cash and cash equivalents
Cash and cash equivalents comprise cash at bank and in hand, demand deposnts with banks and short-term deposits with a

matunty of three months or less at-the date of acquisition. Cash at bank and in hand and short-term deposits are shown under
"¢urrent assets on the balance sheet. The carrying amount of these assets approximates to their fair value. They are therefore
included as a component of cash and cash equnvalents

' Financial liabilities and equity instrument
Financial liabilities and eqwty instruments are classified according to the substance of the contractual arrangements entered into.

An equity mstrument is any contract that gives a residual interest in the assets of the Company after deducting all of its liabilities.

Trade and other payables v
Trade and other payables are initially recognised at fair vaiue and subsequently at amomsed cost, usmg the effective interest rate
method . . . -

W3 2 intangible assets ] ] .
In certain cnrcumstances some assets are ready for use, but are not performmg as intended by management. Development costs
that relate to the enhancement or modifications of existing assets are capitalised until the asset is performing as intended by
management. Management assesses the capitalisation of these costs by consultmg the guidance outlined in 1AS 38 “Intangible
Assets" and exercises judgement in determining the qualifying costs. When unsure if the enhancement or modification costs
relate to the development of the asset or are maintenance expenditure in nature, management treats the expendlture as if it were

incurred in the research phase only in line with IAS 38 guidance.

Internally-generated intangibfe assets — research and development expenditure

Expenditure on research activities is recognised as an expense invthe period in which it is incurred.

An internally-generated intangible asset arising from development (or from the development phase of an internal project) is a
recognised if, and only if, all of the foliowing conditions have been demonstrated:

e the technical feasibility 6f completing the intangible asset so that it will be available for use or sale;
s the intention to complete the intangible asset and use or sell it;

e the ability to use or sell the intangible as'set;

. ‘how the intangible asset will generate probabte future economic benef ts,

o the availability of adequate technical, financial and other resources to complete the development and to use or sell the
-intangible asset; and .

e the abalnty to measure reliably the expenditure attributable to the intangible asset during its de\)elopment.
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Notes to the financial statements (contmued)
Section 3 - Workmg Capital (contmued) ‘ . A - N

3.2 Intangible assets (continued)

The amount initially recognised for internally-generated intangible assets is the sum of the expenditure incurred from the date
when the intangible asset first meets the recognition criteria listed above. Where no internally-generated intangible asset can be
recognised, development expenditure is recognised in profit or loss in the period in which it is incurred.

Subsequent to initial recognition, internally-generated intangible assets are reported at cost less accumulated amomsatlon and
accumulated impairment losses, on the same basis as intangible assets that are acqunred separately.

Internally generated assets consist pnmanly of costs relating to mtanglble assets whlch provide economic benefit independent of
_ other assets, and intangible assets that are utilised in the operation of property, plant and equipment. These intangible assets are
required for certain tangible assets to operate as intended by management. Management assesses each material addition of an

internally generated asset and considers whether it is integral to the successful operation of a related item of hardware, can be

-used across a number of applications and therefore whether the asset should be recognised as property, plant and equipment. If

" the asset could be used on other existing or future projects it will be recognised as an intangible asset. For example, should an

" internally generated asset, such as the software code to enhance the operation of existing CFC equipment, be expected to form
the foundation or a substantial element of future software development, it has been recognised as an intangible-asset.-

Estimation of Useful Life-

The charge in respect of periodic amortisation is derived by estimating an asset's expected useful life and the expected residual’
value at the end of its life. Increasing an asset's expected life or its residual value would result in a reduced amortisation charge.in
"the Income Statement.

The useful life is determined by management at the time the software is acquired and brought into use and is reviewed for '
appropriateness regularly. For computer software licences, the useful life represents management’s view of the expected period .
over which the Company will receive benefits from the software.

For unique software products developed and controlled by Ocado G'roup, the life is based on historical experience with similar
products as well-as anticipation of future events which may affect their useful life, such as changes in technology.

Internally generated assets . 3 - 15 years, or the lease term if shorter

Right to use land The estimated useful economic Iife,“or the lease term if shorter
Other infangible essets ) 3 -15 years, or the lease term if shorter

. Impairment of Non-Firiancial Assets (Including Tangible Assets)
At each reporting date, the Company reviews the carrying amounts of its property, plant and equipment and mtanglble assets to
determine whether there is any indication that those assets have suffered an impairment loss. If any such indication exists, the
recoverable amount of the asset is-estimated to determine the extent of the impairment loss (if any). Where the asset does not
generate cash flows that are independent from other assets, the Company estimates the recoverable amount of the cash-
generating unit to which the asset belongs. When a reasonable and consistent basis of allocation can be identified, corporate
assets are also allocated to individual cash-generating units, or otherwise they are allocated to the smallest group of cash-
generating units for which a reasonable and consistent allocation basis can be identified. '

Intangible assets with an indefinite useful life are tested for impairment at least annually and whenever there is an indication at
the end of a reporting period that the asset may be impaired..

- Recoverable amount is the higher of fair value less costs of disposal and value in use. In assessing value in use, the estimated
future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments of
the time value of money and the risks specific to the asset for which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, the carrying
amount of the asset (or cash-generating unit) is reduced to its recoverable amount. An impairment loss is recognised immediately
in profit or loss, unless the relevant asset is carried at a revalued amount, in which case the impairment loss is treated as a
revajuation decrease and to the extent that the impairment loss is greater than the related revaluation surplus, the excess
impairment loss is recognised in profit or loss. '
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Notes to the ﬁnancia[ statements (cor'ninued)

_Section 3 — Operating assets and liabilities (continued)

3.2 Intangible assets (continued)

Where an impairment loss subsequently reverses, the carrying amount of the asset.(or cash-generating unit) is increased to the
revised estimate of its recoverable amount, but so that the increased carrying amount does not exceed the carrying amount that
would have been determined had no impairment loss been recognised for the asset (or cash-generating unit) in prior periods. A
reversal-of an impairment loss is recognised immediately in profit or loss to the extent that it eliminates the impairment loss which
has been recognised for the asset in prior periods. Any increase in excess of this amount is treated as a revaluation increase.

interna[ly Other ' Total

Generated g L gibt
Assets - Assets Assats
£m _Em £m

‘(.:os( _ ‘ )
A2 Décombor 2018 ' ' - . .
Additions o ' T 02 . Y
nlemal deVe{ogmenl gtallsed . - 0.1 0.1 .
At 1 December 2019 . ' ] 02 - 0.1 0.3
Accuml;la!ed amﬁnlsallon . : -
A2 December 2018 . - - - -
At 1 December 2019 P ’ B . 2
Net book value ' . . .
A2 Decembér 2018 L : : , : . . .

At 1 December 2019 . 0.2 01 0.3

3.3 Property, Plant and Equipment

Accounting Policies

Property, Plant and Equipment

Property, plant and equipment excludlng land are stated at cost less accumulated depreCIatlon and any recognised impairment
loss. Cost includes the original purchase price of the asset, any costs attributable to bringing the asset to its working condition for
its intended use and major spares. An item of property, plant and equipment is recognised as an asset if it is probable that future
economic benefits associated with the asset will flow to the entity, and the cost of the asset can be measured reliably.

In determining the cost of property, plant and equipment, certain costs that relate to the intangible element of an asset are
separately disclosed within intangible assets (see note 3.2.) Management exercises judgement in reviewing each material
addition of an asset and considers whether the |ntang|ble asset element can be used for other property, plant and equipment
additions in the current or future periods.

Depreciation on items of property, plant and equipmenl is calculated on a straight-line basis from the date on which the itemis .
brought into tse, is charged to distribution costs and administrative expenses and is calculated based on the useful lives

"indicated below

Freehold buuldlngs and leasehold. propertnes 30 years, or the lease term if shorter

Fixtures and fi wngs . - 10 years, or the lease term uf shorter
" Plant and machinery | 3= 20 years, or the lease term if shorter
Motor vehicles : " 2 -7 years, or the lease term if shorter

Land is held al. cost and not depreciated.

Assets in the course of construction are carried at cost less any recognised impairment loss. Cost includes professional fees and
other directly attributable costs. Depreciation of these assets commences when the assets are ready for their intended use, on

the same basns as other property assets.
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Notes to the financial statements (cdntsnued}

1

Seg:tion 3 — Operating assets and liabilities (continued)

3.3 Property, Plant and Equipment (continued)

An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits are expected to
arise from the continued use of the asset. The gain or loss arising on the disposal or retirement of an asset is determined as the
difference between the sales proceeds and the carrymg amount of the asset and is recognised in profit or loss. '

Estimation of Useful Life ) .

Depreciation is provided at rates estimated to.write off the cost of the relevant assets less their estimated.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. ' .

The charge in respect of periodic depreciation is derived by estimating an asset's ‘expected useful life and the expected residual
value at the end of its life. Increasing an asset's expected life or its residual value would result in a reduced depreciation charge in
the Consolidated Income Statement. The useful lives of the Company's assets are determined by management at the time the
asset is acquired and reviewed at least once a period for appropriateness.

Management also assesses the useful lives based on historical experience with similar assets as well as antncrpatlon of future
events which may affect their useful lives, such as changes in technology. A review of useful lives took place in the current penod
and no changes in useful lives was required.

Fixtures, ’
. Fittings,
Land and Plant and
. Buildings Machinery Total
£m L £m £m
Cost
At 2 December 2018 _ . . - ' . . .- . -
Addilions . : - : 38 128 16.6
Al 1 December 2019 3.8 128 16.6
Accumulated depremahon_ . . . .
At 2 December 2018 . " o = . - . -oe
"'C'ﬁargre“for the period. i : 7_ (0:2) ] . (0.2)
At 1 December 2019 ) o (0.2) ) - (0:2)
Net book value ° .
At 2 December 2018 ) . . T x
At 1 December 2019 o - - 3.6 12.8 16.4
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Notes to the financial staterhents (continued)

Section 3 — Operating assets and liabilities {continued) ) ,

3.4 Right-of-use assets .

Right-of-use assets are measured at cost, which is made up of the initial measurement of the lease liability adjusted for any lease
. payments made at or before the commencement date, plus any initial direct costs incurred and an estimate of costs to dusmantle
and Temove the asset at the end of the lease, less any lease incentives received.

The Company depreciates the right-of-use assets on a straight—line basis from the lease commencement date to the earlier of the
end of the useful life of the right-of-use asset or the end of the lease term. The Company also assesses the right-of-use assets for
impairment when such indicators exist.

The right-of-use assets are included in a separate line within non-current assets on the Balance Sheet.

B Fixtures,
) fittings, . . -
Land and plant and Motor -
building hinery - hict Total
£m £m £m £m
Cost ]
At 3 December 2017 and 2 December 2018 . . L - i .
Recognised on adoption of IFRS 16 82.8 - - 828
At 3 December 2018 < . i ) §2.8 - - 82.8
Additions . . 1A 393 370 1740
Disposals _ . i (6.7) - < i (6.7) X
_At1December2019 - - 173.8 39.3 ar0 250.1
Accumulated depreciation ’ )
. At 3 December 2017 and 2 December 2018 B . ' .- . .
Charge for the period ) @.1) (2.0} (4.4) . {15.5)
_Dispdsals’ ‘ - R _ 0.5 L 0.5
At 1 December 2019 . _ ____(8.6) (2.0) (4.4) ' (15.0)
._Net bookvalue ° i o i ]
At 2 December 2018 ' ] A . - . ;
"_At1December2018 . _ 165.2 37.3 326 235.1
3.5 Inventories ' ' ; .
1 December 2019 2 December 2018
- i £m . £m
Goods for resale ' R 479 48.2
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| Notes to the financial statements (continued)

Section 3 — Operating assets and liabilities (continued)

3.6 Trade and other receivables .

1 December 2019

2 December 2018

- . . £m £m
Trade receivables 52,2 418
Less: provision for impairment of trade receivables (1.7) (1.4)

" Net trade receivables ‘ 50.5 404
AOthe‘r recelvables -13.8 1.2
Prepayments 23 23
Amounts due from group undertakings 1421 417.8
Accrued income ST 20.8 245

229.6

486.2

Included in trade receivables is £43.0 million (2018: £29.9 million) due from suppliers in relation to commercial and media income.
Of this amount £8.1 million (2018: £8.4 million) to be invoiced to suppliers in relation to supplier funded promotional activity and
£10.8 million (2018 £10.8 million) to be invoiced to suppliers in relation to volume-related rebate amounts. As at 3 January 2020
£2.6m million of accrued income has been mvonced .

Trade and other receivables at the period-end comprise mairily monies due from suppliers, which are considered of e good credit
~ quality, as well as VAT receivables. The Company provides for doubtful receivables in respect of monies due from supphers

Amounts due from group undertakings are unsecured, mterest free and are repayable on demand.

B

3.7 CashAand cash equivalents

1 December 2018 2 December 2018
. . * £m . £m
Cash at bank and in hand o 32.9 20.6

3.8 Asset held for sale

The asset held for sale of £4.2 million represents the carrying value of a UK property previously used in the Company's-
distribution network that it is in the process of selling. Unforeseen delays relating to certain elements of the planning permission
submissions made by the vendor occurred, but the sale riegotiations are well advanced and the Group are still committed to
selling the property, with the sale expected to complete in 2020.

3.9 Trade and other peyables T

1 December 2019 2 December 2018
£m £m
Trade payables T 775 979
Accruals 44.3 419
- Amaunts due to group undertakings 177.4 352.0
Other taxation and social security 04 - -
Deferred income i ’ ) ‘ . 3.9 . 36

3035 495.4

Deferred income represents the value of delivery income received under the Ocado Smart Pass scheme allocated to future
penods R

Amounts due to group undertakings are unsecured, interest free and are repayable on demand.

¢
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Notes to the financial statements (continued)
Section 3 — Operating assets and liabiiities (continued)
3.10 Lease liabilities

The Company leases a number of proper'ties items of equipment'and motor vehicles. The leases have varying terms, escalation
" clauses and renewal rights. With the exception of short-term leases and leases of low-value underlying assets each lease is
reflected on the Balance Sheet as a right-of-use asset and a lease I|ab|I|ty

As described in note 1.3, the Company has applied IFRS 16 using the modified retrospective apEJroach and therefore comparative
* information has not been restated. This means comparative information is still reported under IAS 17.

Accounting policy applicable from 3:December 5018
~ The Company considers whether any new contract entered into on or after 3 December 2018 is, or contains, a lease.
At the lease commencement date, the Company recognises a right-of-use asset and a lease liability on the Balance Sheet.

The Company measures the lease liability at the present value of the lease payments that have not been paid at that date,
discounted using the interest rate implicit in the lease (if that rate is readily available) or the Company's incremental borrowing rate.
Subsequent to initial measurement, the liability is reduced for payments made and increased for interest. It is re-measured to reflect
any modification, with a corresponding adjustment reflected in the right-of-use asset. -

The Company has elected to account for short-term Ieasés and leases of low-value assets using practical expedients. Instead of
recognising a right-of-use asset and lease liability, the payments in relation to these are recognised as expenses in the Statement
of Comprehensive Inoome on a straight-line basis over the lease term.

Accounting.policy appllcab/e before 3 December 2018

Leased assets

"Leases are classified as lease liabilities 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.

The Company follows the guidance of IAS 17 “Leases” to determine the classification of leases as operating leases versus lease
liabilities . The classification of a lease as a finance lease as opposed to an operating lease will increase EBITDA as the charge
made by the lessor will pass through finance charges and depreciation will be charged on the capitalised asset. Retained
earnings may also be affected depending on the relative size of the amounts apportioned to capital repayments and depreciation.
'IAS 17 “Leases” requires,the Company to consider splitting property leases into their component parts (i.e. land and building
elements). As only the building elements could be considered a finance lease, management must make a judgement, based on
advice from suitable experts, as to the relative value of the land and buildings. - ’

o

. Lease liabilities

Assets funded through lease liabilities are capltallsed either as property, plant and equupment or intangible assets, as. -
appropriate, and are depreciated or amortised over their estimated useful lives or the lease term, whichever is shorter. The
amount capitalised is the lower of the fair value of the asset and the present value of the minimum lease payments during the
lease term, measured at the inception of the lease. The resulting lease obligations are included in liabilities, net of attributable
transaction costs. Finance costs on lease liabilities are charged directly to the Statement of Comprehenswe lncome on the
effectlve interest rate basis.

Operatlng leases '

Assets leased under operating leases are not recorded on the Balance Sheet Rental payments are charged directly to the
Statement of Comprehensive Income on a straight-line basis.

Lease incentives ) 4 ’ R

Lease incentives primarily include upfront cash payments or rent-free periods. Lease incentives are capltallsed and released
against the relevant rental expense over the lease term.
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Notes to the financial statements (continued)

Section 3 — Operating assets and liabilities (continued)

3.10 Lease liabilities (continued)

‘52 weeks ended 1

52 weeks ended

Dec '2Dec
2019 2018
. £€m M . _£m
Lease liabilitles due: .
Within one year 241 B
" Between one and two years 221 -
Between two an& five years 57.6 ) -
' Afiar.5:y8ais . . 134.1 -
Total loase liabllities ' 237.9 . .
Minimum leage payments:due:.... __ -
Within one year 27.8
Between one and two years . 248
Between two and five penods 62.6
‘Alter 5. paiiods 192.9
308.1
Less future ﬂnance charges (70.2}
Presant value of lease liabilities - 257.9
. Disclosed as
" Current 24.4
" Non-current

213.8

The existing lease liability arrangements entered into by the Company contain no restrictions concerning dividends, additional debt
and further leasing. Furthermore, no material leasing arrangements exist relating to contingent rent payable, renewal or purchase

optlons and escalation clauses.

The expenses relating to payments not included in the rﬁeasuremeni of the lease Iiability are as follows:

52 weeks
ended

. 1 December
2019

52 wesks
ended

2 December
2018

£m °

Short-lterm leases

Leases. of low-value items.

Total cash outflow for Ieases'hfor the period was £3.8 millfon (2018: £Nil)
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Notes to the financial statements (continued) - -
Section 3 — Operating assets and liabilities (continued)
3.11 Provisions .

Dilapidations ' N .
Provisions for dilapidations are made in respect of properties where there are abligations to return these properties to the condition
and state they were in when the Company obtained the right to use them. These are recognised on a property-by-property basis
- and are based on the Company's best estimate of the likely committed cash outflow. Where relevant, these estimated outflows are
discounted to net present value. ’ -

52 weeks ended 1 Dec

. "2019
— . . - 2 . £m

As at 2 Decombar 2018 ° } ) . i ' _ S S v e
Recégnised on adoption of IFRS 16 at 3 December 2018 . 1.8
Additions ] . ’ . 24

. . . . 4 . *

Disposals ’ i . . (0.9)
Dilapidations provision transferred in . . - ' o 3.7
Discount unwind 0.3
Charge to the income statement . ) - ! 0.1

" At1 December 2019 B ~Tem i - R 78"

During the period, as part of the 50:50 joint venture between Ocado Holdings Limited and Marks and Spencer Holdings Limited a
provision of £3.7m was transferred to the Company from a Ocado Group entity, for the lease of buildings which the Company is
now responsible for. : i

3
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Notes to the financial statéments (continuéd)

......

Section 3 — Operating assets and

3.12 Receivables under Iéases

To classify each lease, the Company makes an assessment of whether the lease transfers to the lessee substantially all of the

 risks and rewards incidental to ownership of the underlying asset. If this is the case, then the lease is deemed a finance lease; if
not, an operating lease. As part of this assessment, the Company consnders certaln indicators such as whether the lease is for the
major part of the economic life of the asset. ) ) - ;

When the Company acts as an intermediate lessor, it accounts for its interests in the head lease and the sub-lease separately. It
~ assesses the lease classification of a sub-lease with reference to the right-of-use asset arising from the head lease, not the
underlying asset. If a head lease is a short-term lease to which the Company applies the exemption allowed under IFRS 16 “Leases”
(see note 1.3), then it classifies the sub-lease as an operating lease. °

On the adoption of IFR$ 16 the Combany was required to make an adjustmerit for leases in which it acts as an intermediate lessor,
Theée were previously classified as operating leases under IAS 17, but are now deemed finance leases under IFRS 16:

- Where an arrangemen.t includes lease and non-lease compornents the Company has applied the rules of IFRS 15-"Revenue from
Contracts with Customers" to allocate’ consideration to each Iease and non-lease component.

Finance leases aré recorded on the Balance Sheet as receivable at amounts equal to the net |nvestments in the leases, being the
dlscounted minimum payments recewable

1
The Company recognlses lease payments received under operating leases as income on a straight line basis over the lease term
as other income. .

Receivables under
‘leases

_ £m
Cost ) ) . ) : ) - A
At 3 Decembaer 2017 and 2 December 2018 . : ’ B
Recognised on adoption of IFRS16 i} . : : 36
_At3 December 2018 ' L e e . 36
Additions ) - = :
Disposals A ] ’ o ’ A . (3.3)
Interest . o . ‘ ) ' ’ 0.1
_Repayments - - _ v : 4 _(04)

At 1 December 2019 .- : . N L - _ .

°
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Notes to the financial statements (continued) - : - .

Section 4 — Capital structure and financing costs

4.1 Finance income and costs . o -

. »

- . ) - T o T - . . S2weeksended” . G2Zweeks ended
' 1 December 2019 2 December 2018
£m £m

finleresf on amounts due from'g-roup undenakrngs 7 - ) ) = ’ N
Interest on receivables under finance leases R 0.1 . :

'V Finance income S X B ) . o '_ ) B 04 . o o=
Interest on amounts dus to group undertakings . B '(234) : (4.4)
Interest on lease liabilities ‘ (8.0) -
Other finance costs . ' . ) (0.5) -

" Finance costs ] o . . B o (10.9) (4.4) v

- Net finance (cost) / Income ' ' (o8 (4.4)

'4.2 Share capital and reserves

Accounting policy -

Equity instruments issued by the Company are recorded at the proceeds received, net of direct issue costs..

Share capital and reserves
The issued, authorised and fully paid up share capital and share premium accounts are set out below:

2

Ordngry . Share. Shars

shares Capital premlum

: - Number £m £€m

Al 2 December 2018 and 1 December 2019 ' o o 10 - 3603

3

All shares are fully pand have equal voting rights and carry no right to fixed income. Each of the shares has a nominal value of
£0.01.The movements in reserves other than share premium are set out below:

. . . Capital )
. . contributions Fair value Total other
reserve reserve reserves
£m £m £m
At 3 December 2017, 2 December 2018 and 1 December 2019 . 8.0 02 - 9.2

Other reserves * . . .
Other reserves consist of the capital contributions reserve and the fair value reserve.

.The capital contributions reserve arose as a result of the QOcado Group equlty-settled share-based payment charge in accordance
with IFRS 2 “Share-based Payment".

The fair value reserve comprised gains and losses on movements in the Company's cash flow hedges, which consisted’of foreigh

currency hedges. These were sold to another member of the Ocado Group as part of the Group restructuring in a previous
period.” .
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. Notes to the fmancual statements (continued)

Sectlons Other notes -

5 1 Subsidiaries
In accordance with Section 409 of the Companies Act 2006 a full list of related undertakings, the country of incorporation and the
. effective percentage of equity owned, as at 1 December 2019 is disclosed below.

] ] Country of . Principal Share - )
Name _incorporation . activity class Proportion of Share Capital Held
Speciality Stores o : .
Limited United Kingdom Retail Ordinary | : . 100%
_Paws & Purrs Limited"  Urited Kingdom Retail " Ordinary : 100%

The registered address for both companies is Apollo Court, 2 Bishop Square, Hatfield Business Park, Hatfield, Hertfordshire,
AL10 9EX, United Kingdom.- . .

1 Paws & Purrs Limited share capitalis 100% owned by Speciality Stores Limited.

5.2 Commitments

Capital commitments

There are no contracts placed for future capttal expendlture but not’provided for in the financial statements at period end
(2018: Nil). . .

Operating lease commitments
The Company has no operating lease commitments (2018: none)., : . Lo

5.3 Contingent liabilities :

The Company has contingent Ilabllmes in respect of legal claims arising in the ordinary course of business, all of which the
Company expects will be either covered by its insurances or will not be material in the context of the Company'’s financial
position. .

5.4 Related party transactions
The Company has taken advantage of the exemption permitted by FRS 101.8 not to dlsdose related party transactions wnh
entmes that are wholly owned by Ocado Retail Limited. .

Included within amounts due to Group undertakings and amounts due from Group undertakings are balanoes wiu; companies-in
the Ocado Group, which the Company’s controlling party, Ocado Holdings Limited is a member:

Company T ‘Included within amounts due Included within amounts due . |
to Group undertakings . from Group undertakings
: . . ... £m i £m
Ocado Group Limited : (0.3) 0.3
Ocado Holdings Limited ) . (0.5). - - . 2.2
" Ocado Polska Limited =~ o . T (2.0) .. . - 1.9
| Ocado Operating Limited ] . (75.9) ‘ 52.0
Qcado Central Services.Limited . (1.1) 2.7
Ocado Innovation Limited ] - (4.2) . C 3.4

Ocado Espania (OESL) ] = ) . 0.2

During the period the Company paid net recharges of £173.4 m to Ocado Of)erating Limited for goods and services provided.’

During the period the Company recharged £0.1m to Ocado Innovation Limited for goods and services provided.
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Notes to the financial statements (continued)

Section 5 — Other notes (continued)

5.5 Post balance sheet events , 4 i
In December 2019 the Company was granted a revolving credit facility of £30.0m..

For details of how theCombany has been affected by the COVID-iQ pandemic, see the Strategic Report on page 3.

-5.6 Ultimate parent undertaklng and controlllng party

in August 2019, Marks and Spencer Holdings Limited acquired a 50% stake in Ocado Retail Limited to form a new 50:50 joint
venture with.Marks and Spencer Holdings Limited and Ocado Holdings Limited. Management has concluded that Ocado Holdings
Limited still controls Ocado Retail Limited, since it holds-50.0% of the voting rights of the company and an agreement signed by
the 'shareholders grants the-Ocado Group determinative rights, after agreed dispute-resolution procedures in relation to the
approval of the Company’s business plan and budget and the appointment and removal of the Company's Chief Executive Officer
who is responsible for directing the relevant activities of the business. The Company's controlling party is Ocado Holdings
Limited, a company incorporated in the United Kingdom. Ocado Group plc is the parent undertaking of the largest and smallest
group of undertakings to consolidate these financial statements at 1 December 2019. The consolidated financial statements of

- Ocado Group plc can be obtained from Buildings One & Two, Trident Place, Mosquito Way, Hatfleld Hertfordshire, AL10 SUL,
United ngdom or from its corporate website, wWw. ocadogroup.com. ’ .
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