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Living Our Purpose

We are reimagining
shopping, by solving
complex problems to
provide sustainable
solutions for online

grocery

We help our partners get to a leading ali
position in online grocery by providing ,::‘_"*“x
robotic and software solutions A L%
that enable profitable, scalable |
growth.




“We are bringing the best

customer experience to
market with our partners;
responsibly and with
superior, sustainable and
proven economics. We are
ready to seize the enlarged
opportunity in online grocery
in a post Covid-19 world.”

Tim Steiner
Chief Executive Officer

The world of grocery
retail has changed
for good

There has been a permanent global
channel shift. Grocery retailing has
changed permanently and for the better

- Read more on page 02
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The world is changing
in grocery retailing

Through the permanent
redrawing of the grocery
landscape

There’s been a momentous shift towards online grocery
shopping in markets around the world, resulting in an
even greater need for a sustainable, scalable solution

to online grocery fulfilment, and an even greater
opportunity for Ocado Group.

Online share of UK grocery
market almost doubled to Fee opportunity of

e £26,3bn"

depending on online penetration

Key markets are worth Across most markets globally

£2.8th* years

Opportunity expands worth of channel shift to online
as markets develop and within a few months
technology improves

- Read more about the Market Opportunity on page 26

* Key markets as calculated at 2018 on basis of $25,000 or higher GDP per capita, and populations over 5 million.
Fee opportunity reflects range for pos SP license fees, assuming a 25% share of key markets and a range
of online grocery penetration from 10% to 75%
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» What this means
for Ocado Retail

Following an extraordinary few Building sustainable, scalable
months of growth, an even bigger offerings for grocery online is
opportunity lies ahead with the now top of the agenda in grocery
continuing channel shift to online. boardrooms worldwide. For the

Ocado Smart Platform (“OSP”),
the opportunity is huge.

_

2010 OCADO GROUP MARKET CAP 2015 2020
These figures are as at: IPO 21 July 2010 and financial year end in 2015 and 2020
Stock Code: OCDO Annual Report and Accounts Ocado Group plc 03



The world is changing
in grocery retailing

We are ready to make the
most of the expanded
opportunity in front of us

The Ocado model has always been a virtuous cycle of
investment in innovations that drive improved efficiency
and faster growth. Now we intend to invest more and
innovate even faster, to support current and prospective
partners to meet the global increase in demand for online
grocery, and to further expand our leadership position.
We have the capital, human and financial, to capitalise on
our full opportunity set in the medium term.

3 new CFCs will see Ocado Our ‘club’ of 9 leading grocery
Retail benefit from a retail partners on OSP

40% H2

increase in available retail platform by volume of
capacity in 2021 global grocery sales

Funding position of Almost

£2.1bn 500

at the year end enables technology colleagues hired
us to capitalise on the full in 2020 to improve our
opportunity set over the platform capabilities
medium term faster

- Read more about our OSP Leadership Club and Solutions
Proposition on pages 34 to 37
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Our response:

» Ocado Retail

We are ready to seize the accelerated
growth opportunity ahead, with our

leading customer offer and scalable,
sustainable model.

Stock Code: OCDO

Our response:

Ocado Solutions

We are investing for acceleration.
We are serving our partners’ needs,
supporting them to go further,
faster, with their plans for online
growth, by providing more capacity
and flexibility with the OSP system.
As the migration to online globally
gains pace, we expect to add more
partners to our platform, further
strengthening the benefits of the
OSP Leadership Club.

» Ready for the future

We are investing to grow our
technology team and add synergistic
technologies to our platform,

to enable the even faster rate of
development that our accelerated
ambitions require. This innovation
will see the global opportunity set
continue to evolve and expand. There
is an opportunity for us to lead the
global online grocery market with our
partners and fundamentally change
the structure of grocery markets
worldwide.

- Read more about our Plans for
acceleration on pages 43 to 45
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The world is changing
in grocery retailing

Enabling us to make a
sustainable impact globally

We are determined to fulfill our mission of changing
the way the world shops for good. We are committed
to innovation that enables sustainable business,

and to policies and actions that protect decent work
today whilst inspiring and educating the innovators
of the future.

Food waste only

0.4% 1in3

of Ocado Retail sales LGV vehicles gas powered, and
versus an industry afleet of 17 electric vehicles,
average of 2-3% with plans for further roll-out

4,800  39%

face coverings made from reduction in our carbon

7.7 tonnes of uniform intensity measure of tonnes

diverted from landfill of CO,e per 100,000 orders
since 2013

Bcado Group plc Annual Report and Accounts for the 52 weeks ended 29 November 2020 www.ocadogroup.com




Acting responsibly

» Ocado Retail
Prioritising wellbeing
We have always been committed
to enabling our customers to shop
healthier, with more convenience.
In the context of the Covid-19
pandemic, our model has also
provided people a safer way to
shop when they needed it most.

Ensuring sustainable growth

We’re committed to meeting

the needs of customers without
compromising quality of life for
future generations. We do this by
focusing on four core areas: food
waste, carbon impact, packaging
waste, and responsible impact.

Acting responsibly

» Ocado Solutions

We are dedicated to disruption for
a better future. We are continually
optimising every aspect of the
fulfilment and delivery life cycle.
This drive for further efficiency
ensures that we can meet our
partners’ needs whilst minimising
our impact on the planet for future
generations. Serial innovation
starts with enabling our people to
be their best. We put our people
first, and actively support the
development of the innovators

of tomorrow.

- Read more about our approach
to Corporate Responsibility on
pages 82 to 89
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The world is changing
in grocery retailing

Driven by our unique and
mission-focused culture

Our purpose is reimagining
shopping, by solving complex
problems to provide sustainable
solutions for online grocery

Fulfilling our purpose requires fostering a culture that enables us to tackle
challenges head-on and pursue new opportunities with vigour. Though

our horizons have expanded with time, the things that make us tick have
stayed the same: innovative thinking, teamwork and a passion for incredible
customer service.

For Ocado Group, this culture is defined by our values; that we are in
this together, we are proud of what we do, and we can do better.

We now have over 18,500 Ocado Group colleagues, each dedicated to
doing their part so that we can continue to fulfil our purpose, in the best
way possible, for and with our global Solutions partners.

Our people demonstrated enormous pragmatism and resilience this
year, amidst the worst of the pandemic. We successfully delivered our
first two international CFCs, ahead of plan, and ramped up capacity for

our partners in the UK and internationally, much faster than planned.
We would like to thank them profoundly on behalf of all the stakeholders
of Ocado Group.

-> Read more about our Culture and People on page 90

Ocado Group plc Annual Report and Accounts for the 52 weeks ended 29 November 2020 www.ocadogroup.com




Our people in action:

» Ocado Solutions

Despite the challenges of the

Our people in action: Covid-19 pandemic, our teams
» Ocado Retail delivered our first tvvo‘mtemational
CFCs ahead of plan, with no
material delays to other ongoing
projects. We accelerated capacity
growth for our operational
partners, and continued to
innovate for the future.

Ourincredible teams on the road,

in the CFCs, and in our contact centres
have worked around the clock to keep
our customers informed and deliver
to as many households as possible.

- Read more on page 80 - Read more on page 78
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Our

Inspirational

Team

Stories of resilience, dedication
and innovative spirit run deep
through our whole organisation.
This is how some of our amazing
people and teams delivered
value for Ocado and our partners
through an exceptionally difficult
and challenging period.

- Read more about Our People
on page 90

PROACTIVELY
SUPPORTING
MENTAL WELLBEING

Hugo Smadja’s Story:

Determined to ‘take away the
shame’ from days when we’re not
OK, Hugo opened up about his own
low energy and indecisiveness, in a
video he shared with all colleagues.

As one of our Mental Health First Aiders, by starting the
conversation he further opened the floor for authentic dialogue.

Outcome

Only when colleagues can be their best can we deliver our best
as a business. Colleagues like Hugo helped make this possible
in a year that was especially difficult for many.

Link to our values

We are in it together.

Ocado Group plc Annual Report and Accounts for the 52 weeks ended 29 November 2020 www.ocadogroup.com




TEAMWORK MAKING
THE SEEMINGLY
IMPOSSIBLE POSSIBLE

Story:

Despite being caught by severe
travel restrictions in March, the
teams responsible for launching
our international sites were
committed to delivery on
schedule for our partners.

In weeks, they replaced in-person, UK based training, with virtual
home tools and new training hubs at CFCs under construction.

Outcome

We launched our first two sites ahead of schedule and,
importantly, process innovation, including the introduction
of AR equipment at sites, can be used at all future sites to
benefit ongoing launches.

Link to our values

We are proud of what we do.

USING HER
TALENT TO KEEP
HER COLLEAGUES SAFE

Anna Moss’s Story:

Over Easter she deployed these skills
to a new mission; rapidly readying

an algorithm for scheduling Covid-19
testing for up to 3,500 employees at
four sites, whilst contending with other
constraints.

Finding a smarter way to regularly test
our frontline workers meant that we
could keep serving as many Ocado.com
customers as possible whilst keeping
everyone safe.

We can do even better.
Stock Code: OCDO Annual Report and Accounts Ocado Group plc 11
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Our Purpose, Strategy and Values

Driven by our purpose

Our purpose informs our strategy, and our culture enables us to
enact that strategy to its best effect so that we can fulfil our purpose
and create sustainable value for the benefit of our stakeholders.

Our Purpose
Reimagining shopping, by
solving complex problems to provide
sustainable solutions for online grocery

Our Mission
Changing the way the world shops for good

o\
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Our Purpose

We are reimagining shopping. We are online shopping
pioneers. We continue to make the delivery of consumers
essential groceries fit for modern lives and businesses.

Our technologies, combined knowledge and 20 years of
experience provide our client partners with exceptional
efficiency and economics, and their consumers customer
service that is among the best. Achieving this responsibly is
at the very core of how we have solved complex challenges
and how we will continually improve.

- Read more about Our Purpose on page 14

Our Mission

To fulfil our purpose we are committed to changing the way
the world shops, for good.

Our Strategy

We drive sustainable growth for our partners. We continuously
improve our OSP proposition so that they can deliver an ever
better service to ever more customers, whilst maximising

the efficiency of our operations, to reduce cost to serve and
maintain leading operational performance. We utilise our
proprietary knowledge as technology leaders to remain ahead
of the curve, driving further opportunities for value creation
within and beyond grocery.

- Read more about Our Strategy on pages 40 to 46

Our Values

Our values guide ways of working across our diverse network
of business areas, building an engaged and mission-driven
culture that empowers our people to fulfil our purpose each day.

- Read more about Our Culture and People on
pages 90 to 98

Stock Code: OCDO Annual Report and Accounts Ocado Group plc 15



Group at a Glance

We are a technology-led, global, software and robotics
platform business, with a strong retail and logistics heritage.

Offe ring T

We have a fast-growing client business with OSP. We

enable the operational success of these partners, from
a es p o e concept to implementation and maintenance, through

the end-to-end support provided by our business

areas Ocado Solutions, Ocado Technology, Platform

o
Implementation and Client Services. In addition, our
s o u I o n Logistics business further facilitates the operational
e 0 o success of our partners in the UK. Our central Group

operations functions underpin all of these commercial
functions.

We report the activities of these business areas as the

® core segments International Solutions, UK Solutions
and Logistics. Descriptions of these segments and their
leadership are included here.
- Read more about Our Ocado Solutions

perpetually 4
evolving.

Ocado Group can leverage its technological know-how
to drive additional value opportunities in the medium
to long term.

We are focused on constant innovation, with opportunities
to use our technological know-how to drive better
efficiencies and growth, alone or in partnership with
others, in grocery and increasingly beyond.

- Read more about Our Virtuous Cycle
on pages 32 to 33
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UK Solutions and Logistics Joint Venture with M&S

Reflecting UK contracts with the Ocado Retail joint venture and A pure play online grocery retailer, serving customers in the UK,
Morrisons, inclusive of both Solutions contracts and service now a 50:50 joint venture with M&S

agreements with Ocado Logistics for the provision of third party

logistics and other services. Our customers:

Ocado.com customers
Our partners:

Morrisons Ocado Retail
UK UK - Read more about Ocado Retail on pages 38 to 39

International Solutions

Reflecting deals with international partners for the provision of OSP,
so that they may lead in online grocery in their respective markets.

Our partners:

Groupe Casino Kroger Bon Preu
France USA Catalonia, Spain
Sobeys Coles

Canada Australia

ICA Gruppen Aeon

Sweden Japan

Ventures

A dedicated team making strategic investments in areas
tangential to the grocery mission, or industries where we can
leverage our technology competencies built up in grocery to
participate in disruption with attractive long-term value potential.

Our ventures:

JFC Karakuri Haddington
(Vertical Farming) (Automated Meal Dynamics, Inc.
Infinite Acres Prep) (Robotics)
(Vertical Farming) Kindred Systems,

Inkbit Inc.

(3D Printing) (Robotics)



Our Investment Case

Reasons
to Invest

Online is the fastest growing channel in most
markets. This has been the case for some time,
and the Covid-19 pandemic has further
accelerated this shift in shopping habits.

We built our business specifically for this change in shopping

behaviour - to benefit from, and to lead, the online revolution
for our partners.

There has been a permanent
redrawing of the landscape of
the grocery industry, resulting in
a significant global opportunity

The current environment has demonstrated a significant
step up in online penetration that is expected to be
sustained. The global opportunity in grocery is huge

as retailers around the world seek to accelerate the
development of their online offer for customers

- Read more about Our Marketplace
on pages 26 to 29

We offer a flexible platform with best
customer offer and leading economics

OSP is a flexible platform, able to serve all missions, with a market-leading
customer offer and compelling economics. We allow our partners to
grow sales and win market share, profitably and sustainably

Our current partnerships
provide a strong base,
looking to grow faster

Model on pages 30 to 33

Taken together, current OSP partners make
up a sales base of around £210 billion, the
second largest retail platform by salesin
the world. Our model is based on a virtuous
cycle of growth, investment and innovation,
with the network effects of this innovation
magnified as our partner base scales

- Read more about our OSP Leadership
Club on pages 34 to 37

-> Read more about Our Business
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We own 50% of the
fastest-growing
grocer in the UK
market, Ocado
Retail

We retain a 50% share in Ocado
Retail, an important test bed, and

a valued partner. Ocado Retail

grew revenues by 35% in 2020, and
has accelerated its growth plans

to seize the even bigger opportunity
in online grocery

- Read more about Ocado Retail
on pages 38 to 39

Our offering

is perpetually
evolving and
applicable
beyond grocery

We continue to evolve our
platform to meet new missions,
whilst driving greater levels of
efficiency and service. With new
innovation, our opportunity set
in grocery continues to evolve
and expand. We see increasing
opportunities to leverage our
broad and deep technology
real estate in markets outside of
grocery

- Read more about
Ocado Technology on
pages 44 to 46

Stock Code: OCDO

Our Solutions make
areal difference for good

We are determined to fulfil our mission of
changing the way the world shops for good;
permanently and for the benefit of wider society.
We are committed to innovation that enables
sustainable business and to policies and actions
that protect decent work today whilst inspiring
and educating the innovators of the future

- Read more about Corporate

Responsibility on pages 82 to 89

Annual Report and Accounts Ocado Group plc 19
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Progressin 2020

Ocado Group: a review of top line expectations for our four operating segments

Looking at recent performance and expectations for top line trends across operating segments

Ocado Group

Revenue (Group) ® (£m)

Ocado Retail

Revenue (Ocado Retail) ® (£m)

16 1r 18 19 20

Revenues from fully consolidated Ocado Retail
joint venture in the UK, in partnership with M&S. It
is expected that full consolidation of revenues will
continue for at least five years from the formation
of the joint venture, after which it is anticipated that
control of the joint venture will pass to M&S and,
when it does, it will consolidate the joint venture

@ See Alternative Performance

Group revenues predominantly reflect the fully
consolidated Ocado Retail joint venture and fees

for solutions and logistics services in the UK, with

a growing contribution from those International

Solutions contracts that have gone live to

customers. Recharges to Ocado Retail, reflected in
Revenue in the UK Solutions & Logistics segment,

as eliminated on consolidation.

Ocado Solutions

Revenue (Solutions
Logistics - UK) ® (£m)

l6 1r 18 19 20

A combination of fee revenue and cost recharges,
received from UK partners, the Ocado Retail joint
venture and Morrisons, for the execution of Solutions
and logistics contracts. Revenue will grow as these
partners grow their online businesses, adding
capacity and scaling their operational networks

£117.1m

fee revenue

Revenue (Solutions
International) ® (£m)

le 1r 18 19 20

Revenue that has been recognised to date, under
IFRS 15 Revenue Recognition, in respect of the fees
invoiced. Revenue will continue to build to more
closely track fees invoiced as CFCs go live and
capacity delivered in partner markets grow.

£123.9m

fees invoiced to International
Solutions partners

See further Key Performance Indicators - Read the Financial Review on pages 50

Measures on pages 293 and 294. on pages 47 to 49. t0 5.
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Operational Highlights

«  We successfully accelerated the build-out of more capacity for our
operational partners, in the UK and internationally, in response
to surging demand for online grocery in the face of the Covid-19
pandemic. Since March, we ramped volumes through our Erith
CFC by over 60% for Ocado Retail, and increased overall In-Store
Fulfilment (ISF) capacity for our operational partners, including
Morrisons and Bon Preu, by almost 8 fold.

« We launched our first two international CFCs, for Groupe
Casino in France and Sobeys in Canada, ahead of plan, despite
Covid-19 related disruption, enabling our partners to deliver for
their customers at a critical time. Despite restrictions on social
distancing and travel in the various markets where we operate,
we currently expect no material delays from Covid-19 in the
delivery of future CFCs for partners.

+ In partnership with Ocado Retail and Marks and Spencer, we
effectively navigated the switchover from Waitrose to M&S

products on Ocado.com, enabling customers to shop a full grocery

and hypermarket range, including their M&S favourites online
exclusively for the first time.

«  We made capital investments of over £500 million, of which around
£350 million was invested in CFC sites in the UK and internationally,
with plans for Ocado Retail to launch 3 new sites in the UK and two
more international partners to go live on OSP in 2021. We invested

more than £100 million in the continued development of our platform.

Our technology and engineering headcount now stands at over 2,200.

- Read more on pages 42 to 45

Strategic Highlights

«  We expanded a number of our global partnerships. In the UK,
Ocado Retail announced a larger and faster plan for capacity
roll-out. In Canada and France, both Sobeys and Groupe Casino
announced intentions to accelerate the delivery of further CFCs
with Sobeys confirming the details of CFC 3 in Alberta. Kroger
announced a further 4 CFCs in the US. Kroger and Sobeys made
new commitments to roll out our in-store fulfilment solution
across their store estates, to meet surging demand now, whilst
laying down the infrastructure to win in the channel for the future.

« Weraised £1.6 billion of capital across two separate transactions,
in December 2019 (£600 million convertible bond) and June 2020
(£350 million convertible bond, £657 million equity), each time
to support a newly accelerated outlook for growth, following our
deal with Japanese retailer Aeon and in response to accelerated
channel shift to online grocery as a result of the Covid-19
pandemic. The attractive growth outlook for the Company and
strong demand, was reflected in the terms of each offering.

«  We announced the strategic acquisitions of leading robotic
manipulation companies, Kindred Systems, Inc. and Haddington
Dynamics, Inc, completed after year-end. Together we aim to
accelerate commercial delivery of a robotic picking solution in the
CFC, a potential £7 million annual cost saving benefit to share with
partners. Further opportunities to leverage this technology exist
outside grocery, including in the fast growing general merchandise
and logistics markets.

- Read more on pages 42 to 46
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Case Study

Ocado Group in a post Covid-19 world

“Voila launched in the Greater Toronto
Areain June and we are very pleased
with the early results. Customer feedback
has been overwhelmingly positive and
our customer Net Promoter Score is the
highest | have seen in my career.”

Michael Medline
CEO, Sobeys

We believe that our proven business model is best placed to
capitalise on the rapid, sustainable, channel shift to online
grocery. OSP is the only solution that combines 20 years of
retail experience, with leading technological expertise across
an end-to-end suite of solutions, enabling attractive economics
and a leading customer experience for our partners. In a world
where more customers are shopping online, they are going to
be more discerning. A leading customer experience will be a
critical differentiator to win in the channel.

For good:
+ Leading customer offer: range, convenience, freshness, value.

+ Leading NPS scores for partners now live in their markets.

- Read more about Our Response to Covid-19 on page 59
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Chairman’s Statement

Lord Rose
Chairman

“ As a result of Covid-19, the grocery retail
business as we know it has changed.
Ocado is well placed to seize this
accelerated opportunity.”

Lord Rose
Chairman

In an unprecedented year during the pandemic,
Ocado has faced very different challenges to our
business. Through the resilience and dedication of
our colleagues and our ability to adapt solutions
quickly we ended the year with a strong outlook.

In this Strategic Report, we describe to you how Ocado is investing for
the future and capitalising on opportunities to build on our success.

Covid-19 has changed the grocery retail business. Years of online
channel growth has accelerated in most markets globally. Like

other retailers and industry commentators, we are confident that a
significant portion of this channel shift will prove permanent, with
more demand and faster growth. As the only end-to-end solutions
provider for online grocery fulfilment globally, with a platform that
offers both attractive economics and a leading customer offer, Ocado
is well placed to seize this accelerated opportunity.

At the start of the pandemic demand for online groceries increased
significantly overnight and we made proactive decisions to prioritise
our most vulnerable and most loyal customers. We acted swiftly to
ensure the health and safety of our customers and our colleagues.
During this exceptionally difficult period the business showed great
resilience. Our colleagues showed impressive resourcefulness and
strength in meeting new challenges.

22 Ocado Group plc Annual Report and Accounts for the 52 weeks ended 29 November 2020

I would like to thank all my colleagues for their hard work and
dedication throughout the year.

Despite these testing circumstances we successfully delivered the first
two international CFCs for our partners in France and Canada and
expanded our agreements with Sobeys and Kroger to include In-Store
Fulfilment (ISF), allowing our international partners to respond to

the rapid increase in demand. In the UK we ramped up capacity in
our CFCs much faster than ever before, improving productivity, to
meet the heightened demand for both Ocado Retail and Morrisons.
Additionally we rapidly scaled ISF for Morrisons. The strong
technology underpinning and the flexibility of our OSP platform
enabled this rapid response.

The rapid shift towards online grocery shopping has demonstrated
the huge opportunity for growth in this market, and in order to
capitalise on this we continue to invest in our people and strategic
opportunities, and drive forward innovation to develop our solutions
offering and expand our leadership position. The capital raise
undertaken in the summer has provided us with the financial capacity
required to do this and we continue to invest in the tools, and to
create value for our stakeholders.

We are investing in the recruitment and retention of talent to develop
the skills of our workforce to further drive innovation and find new
solutions to meet future challenges. We are also focused on the
wellbeing of our people and maintaining the mission-focused culture
that underpins our success. We are investing in the development

of our OSP platform and will utilise the power of our global OSP
partners to seek new solutions for the challenges ahead. We are

also making strategic investments, notably our recent acquisition of
Kindred Systems, Inc. and Haddington Dynamics, Inc. to enhance
our robotic manipulation capabilities. This brings a potential
acceleration of the commercial delivery of robotic picking for our
partners and also possibilities in other markets outside of grocery,
such as general merchandise and logistics. As we have grown, the
protection of our intellectual property at Ocado has always been a
high priority. Currently Ocado is taking action to defend against the
legal proceedings issued by AutoStore.

The growth in online grocery shopping brings new opportunities but
as we continue to develop as a global business we are aware of the
challenges our business faces. Alongside increased demand, Covid-19
has also led to an increased risk of a decline in the high service

levels in the retail business that we seek to maintain. In addition,
climate change and other related environmental and social issues are
emerging risks to which we need to monitor and respond.

The events of this year shone an even brighter light on the importance
of responsible business. Corporate responsibility is a key tenet of

our approach to good business. We put our people first, support our
communities, and seek greater efficiency with less environmental
impact across our operations. During the pandemic, that meant
process and policy changes to protect the wellbeing - physical, mental
and financial - of our colleagues, adapting to new ways of working on
the front line and at home. Our work supporting primary and STEM
education progressed in new, virtual forms. Our technology drives
efficiencies, reducing environmental impact. We see this in continued

www.ocadogroup.com



improvements to our carbon efficiency and reduced food wastage

for partners. We will further strengthen our position as a responsible
business, as detailed in our new corporate responsibility strategy
“Ocado Unlimited - harnessing the power of technology for people and
planet”, and elsewhere in this report.

We recognise the importance of our stakeholders in the long-
term success of our business and the value in understanding and
considering the interests of our stakeholders in decision-making,.
This year, due to Covid-19, we have had to adapt our methods of
engagement with our stakeholders but we have continued to find
ways to keep communications open. As we look towards growing
into our role as a global technology solutions provider, we have
undertaken a materiality assessment to confirm the most material
environmental, social and governance issues. This is an important
step in helping to further focus our business.

We look forward to meeting future challenges and building our
business for long-term success.

This is my last report as Chairman of the Board. It has been my
privilege to work with a highly talented and dedicated team at Ocado.

Key activity in the year

« December 2019: Ocado Group announced the successful
completion of a convertible bond offering comprised of £600
million of guaranteed senior unsecured convertible bonds.

«  March 2020: Ocado Solutions announced the first international
Ocado CFC to go live for Groupe Casino in Fleury-Merogis,
near Paris.

«  April 2020: Ocado Solutions announced the launch of the first
Ocado CFC in North America for Sobeys in Toronto, Ontario.

+ June 2020: Ocado Group successfully completed a placing and
retail offer and a convertible bond offering, raising total gross
proceeds of approximately £1,007 million.

«  September 2020: Ocado Retail switchover to Marks and Spencer
products is successfully completed.

«  November 2020: Ocado Solutions and Kroger announced plans
to construct a new high tech CFC in the South region of the USA.

« November 2020: Ocado Group announced the proposed
acquisition of Kindred Systems, Inc. and Haddington Dynamics,
Inc. to enhance its robotic manipulation capabilities.

Lord Rose
Chairman

9 February 2021

Stock Code: OCDO

Section 172(1) Statement

The Board of Directors confirm that during the year under
review, it has acted to promote the long-term success of the
Company for the benefit of shareholders, whilst having due
regard to the matters set out in section 172(1)(a) to (f) of the
Companies Act 2006, being:

a. The likely consequences of any decision in the long term.

b. The interests of the Company’s employees.

c. The need to foster the Company’s business relationships
with suppliers, customers and others.

d. Theimpact of the Company’s operations on the community
and the environment.

e. The desirability of the Company maintaining a reputation for
high standards of business conduct.

f. The need to act fairly between members of the Company.

This statement includes the information demonstrating how
the Board has had regard to these matters in its actions as
detailed in the section Engaging With Our Stakeholders on
pages 72 to 81 and in the Corporate Governance Report on
pages 112 to 113 and page 118.
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Q&A with Tim Steiner

Q How do you think about the future of the
online channelin grocery?

A we believe that in the long term, online can be a mainstream
channel for grocery shopping. Covid-19 has been the
catalyst to accelerate a structural change that would have
taken place, just over a longer period of time. As channel
shift occurs, the economic challenges that this migration
represents to a sector with high fixed costs will increase.
We expect this will drive a wider gap between customer
experience in store versus online, in favour of the latter,
creating a virtuous cycle for increased channel shift online
and to those retailers with a leading online service, like that
enabled by OSP.

Q Now that the opportunity in online is clear,
how will Ocado stay ahead in an increasingly
competitive marketplace?

A The important thing to realise is that we are constantly
innovating, precisely for this purpose. We've continued to
evolve OSP to fulfil all customer missions with multiple formats,
and are the only end-to-end provider, globally, to offer this
level of customisation for our partners. With new generations
of technology we've delivered greater efficiency with market-
leading customer service. All this will continue, along with

“ Customers who have experienced the
benefits of online grocery shopping are
likely to become ever more discerning.
Winners in online will need to offer the
very highest standards of customer

service and the ability to serve a full
range of customer missions. The uniquely
flexible Ocado Smart Platform allows

our partners to offer all this, supported
by proprietary technology which is
constantly evolving thanks to our ever-
growing capacity to innovate.”

Tim Steiner
Chief Executive Officer
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step-change improvements. Notably, we expect investment
made this year to accelerate commercialisation of solutions in
robotic picking, packing and decant in CFCs, and there’s plenty
going on that we can’t talk about just yet. In addition, the more
we scale, the more we can invest in innovation, and with nine
global partners, we are scaling very fast.

Q How do you think about opportunities in

verticals outside of grocery?

A The opportunity in grocery is so huge, and has only got

bigger this year, so that remains our core focus. Of course,
we've developed a broad and deep technology portfolio
over the last two decades trying to solve the complex
problems in grocery fulfillment and that technology, and the
competencies that come with it, is applicable in many other
sectors. We are exploring those opportunities, and we've
already made some investments which we think can create
significant long-term value for Ocado Group, in robotics,
vertical farming, and automated meal prep.

www.ocadogroup.com



Chief Financial
ficer succession

Duncan Tatton-Brown,
Chief Financial Officer
(to 22 November 2020)

After eight years as Chief Financial
Officer of the Group, Duncan has
departed from the Ocado Group
Board.

Duncan joined Ocado Group when it was a pure play online
retailer, operating in the UK. He has been instrumental in
contributing to the growth of the company, and the execution
of the Group’s strategy, successfully transforming into the global
solutions provider it is today. He leaves the business in a strong
position to continue this journey, with the financial capital
required to take advantage of the global acceleration of online
channel shift.

Duncan will continue as a Non-Executive Director of three
Ocado subsidiaries: Ocado Retail Limited (our joint venture
with M&S), Jones Food Company Limited and Karakuri Ltd.

Stock Code: OCDO
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Stephen Daintith
Chief Financial Officer
(to start 2021)

Welcoming Stephen Daintith

Stephen will join us from Rolls-Royce where, as CFO, he has
focused on managing a significant turnaround of the business.
He has a deep understanding of international business across
various sectors, having worked in the UK and internationally
during his career, with senior roles at Daily Mail and General Trust
plc, Dow Jones & Co. and News International. This experience
internationally and in engineering and manufacturing will be very
valuable additions as Ocado continues its growth as a leading
technology-led global software and robotics platform business.

“Following a thorough search and
selection process, | am delighted to be
welcoming Stephen to Ocado Group. | am
looking forward to working closely with
him to drive Ocado forward and take full
advantage of the opportunities that we
see ahead.”

Tim Steiner
Chief Executive Officer
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The Marketplace

The world is changing in
grocery retailing for goo

The pandemic has turbocharged the adoption of online grocery by shoppers, resulting
in the redrawing of the global landscape. Many markets worldwide have seen years’

worth of acceleration in e-commerce penetration

The Global Acceleration in Online Grocery

For more than two decades, grocery has been steadily migrating
online. Now, the pandemic has radically accelerated this digital
transition in the space of a few months. Around the world, shoppers
have been breaking with lifelong habits by ordering groceries through
the internet instead of visiting a supermarket, and the data suggest
that, for many, this new way of shopping will become the norm.

22%

expected share of
online grocery in USA
by 2025

Source: Mercatus/Incisiv
Survey, eGrocery’s New
Reality: The Pandemic’s
Lasting Impacton U.S.
Grocery Shopping
Behavior, September 2020

Significant acceleration in online grocery share in partners’ markets globally™

K

Almost doubled
to 14%

Sweden
_|4| Morethan
488 | doubled to 5%

France
Increased by

USA
More than
doubled to 10%

25-30%

expected share

of online grocery
across key developed
European markets
by 2040

Source: GS report, ‘Europe’s
digital economy at a tipping
point, January 2021

50%

expected share of
online grocery in
China by 2025

Source: GS report,
‘Grocery Re-imagined:
Steepening online shiftin
China, November 2020

| Doubled to 5%

Japan

>

Source: GS report, ‘Grocery Re-Imagined’ steepening online shift in China, November 2020; Svensk Dagligvaruhandel Grocery Index, November 2020 Report; Ministry of Trade, Economy
and Industry (METI); MS report, France Kantar market data: FMCG market up 8.8% for P12 2020, December 2020; Mercatus/Incisiv Survey, eGrocery’s New Reality: The Pandemic’s Lasting
Impact on U.S. Grocery Shopping Behavior, September 2020; Industry reports, DI, Nordea (for Sweden data)
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Significant Increase in Online
Penetration is Expected to be
Sustained

Throughout our history with Ocado.com, we have found that,
following a few shops, customers tend to stick with online
grocery shopping for good, reflecting the improved service and
convenience.

We expect that the recent global channel shift to online is
sustainable, and the data supports this.

66% 70%

of first-time online US customers say they
shoppers in Western will continue online
Europe expect to continue grocery shopping
shopping this way Source: CH Robinson Consumer

Source: GS report, ‘Grocery Re-imagined:  SUrvey, October 2020

Steepening online shift in China,
November 2020

55%

Chinese consumers will
continue to shop for
groceries online

Source: McKinsey report, ‘Understanding
Chinese Consumers: Growth Engine of
the World’, November 2020

Global Addressable Market

............

0— £7.6tn global
*.. grocery

— £28tnkey
© markets®

e————— £0.7tn 25% share

(1) Source: Company information, Planet Retail

(2) Planet Retail, assuming a 25% grocery market share and assuming an online
penetration of between 10% and 75% with a 5% fee opportunity, which represents
the mid-point of the range provided to the market.

Stock Code: OCDO
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The Global
Opportunity

What this means for Ocado Group

Several of the world’s largest grocery retailers have already chosen to
partner with Ocado to deliver a market-leading shopping experience for
their own customers. The acceleration of channel shift to online means
that these partners will need to go faster to meet their customers’ needs.
The remaining opportunity for Ocado Solutions is huge, as grocery
retailers around the world seek to accelerate the development of their
online offer to customers. We see a £3.5bn-£26.3bn fee opportunity,
depending on the level of online penetration reached in key markets.
Ocado Group is well placed to seize this opportunity, as the only end-to-
end solutions provider for online grocery fulfilment globally, that can serve
all missions with multiple formats. As we continue to innovate, to maintain
our leadership position, our opportunity set will evolve and expand.

£3.5bn-£26.3bn fee opportunity®?

£525bn

75%

£350bn

50%

£175bn
25%

% of £0.7tn to market to move online

27
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The Marketplace

Continued

The Fulfilment Marketplace

Aside from the option to develop in-house e-commerce and fulfilment
capabilities, there are currently a range of options available to grocery

retailers for online grocery fulfilment.

Fulfilment options:

@ Customer Fulfilment Centre (CFC): Typically a large
centralised hub capable of storing a wide range and
processing large order volumes. Capable of serving
customers across wide geographies via both direct delivery
and spoked/trunked delivery.

@ Mini CFC: Smaller format centralised fulfilment holding
a wide product range and capable of serving 100% direct
delivery and high volumes of ‘same day’ orders to a more
limited geographic area.

© Micro Fulfilment Centre (MFC): MFCs are typically
characterised by small-sized sites, reduced range compared
to CFCs and serving a small-delivery catchment area with
short lead times. Deployable within town and cities, and
serving immediacy missions (for Ocado).

O In-Store Fulfilment (ISF): Manual fulfilment from stores,
sometimes enabled by software to support more efficient
pick walks and order consolidation. Serving home delivery
and pickup.

© Outsourcing to third parties: A customer orders from
their chosen retailer, and their shopping is delivered
through a third-party shopping service.

The OSP fulfilment ecosystem includes
a wide range of fulfilment formats

As the online grocery market continues to develop at pace, having
access to a full range of fulfilment solutions gives OSP partners the
tactical and strategic flexibility to meet short term pressures, as well
as the long term capacity to win in e-commerce in their markets.

Strategic
criteria Customer offer CFCs offer the best
outcomes in the
O, long term
(b
e\
"o
Capital 14 \ Operating
intensity cost
Manual options
for tactical
Tactical flexibility in current
criteria Time to launch environment
— |SF Micro === Mini === Standard
O 0O 0O O Besttoworst

The OSP ecosystem will fit and develop
with the needs of a partner in their given market

The grocery online market is characterised by a wide and growing
range of customer ‘missions’, from big basket, weekly shops to
immediate, last-minute shopping. Winning and holding market share
for the long-term in the online channel will require grocery retailers
to reliably serve all these missions better than competitors, and with
competitive prices. No single fulfilment model in the market meets all
use cases, or optimally caters to every customer mission.

The OSP fulfilment ecosystem, powered by our proprietary
technology, includes all models across Standard CFCs, Mini CFCs,
Micro Fulfilment Centres and In-Store Fulfilment software. This
ecosystem gives our partners the strategic flexibility to deploy

a fulfilment network across their markets that reaches as many
customers as possible, with the best possible economics and
customer propositions. It also enables them to tactically deploy
capacity fast with in-store fulfilment software as needed to meet
short-term demand, or to reach less dense populations.

In the long term, we believe the best retailer economics and most
compelling customer propositions come with deploying a fulfilment
ecosystem with scaled, automated capacity at its core.
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Other Trends Affecting the Grocery Industry

(o Societal
& shifts

Ageing population, urbanisation,
time poverty, health and wellbeing

How are Markets Responding?

As societal shifts drive new definitions of
convenience for consumers, retailers have
to adapt to meet heightened expectations
of service. This requires a model with

the flexibility to serve customers exactly
what they want, when they want it, for

a reasonable price, across an evolving
spectrum of missions from the big basket
shop toimmediacy.

Time Poverty

With more dual income households
and increased awareness about

the importance of good nutrition,
consumers are looking for affordable
ways to reduce time spent on grocery
shopping without compromising on
quality or choice.

Our Response

By delivering market-leading levels of
both punctuality and order accuracy,
with unparalleled range and freshness,
OSP enables partners to take the
time and frustration out of grocery
shopping for their customers. This
leading customer offer will drive
improved loyalty, enabling our
partners to take increased share
online in their markets, in turn driving
increased volumes through the OSP.

Stock Code: OCDO
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=~ Technology

Artificial Intelligence, Robotics, Big Data,
Digital Twins and the Internet of Things

How are Markets Responding?

The global health crisis accelerated

the shift towards online, creating a
greater appreciation for the increased
convenience and reduced touchpoints
that automated systems offer. Consumer
desire for better, more personalised
experiences offering accurate, fresh,
on-time deliveries increases as they
become more familiar with shopping
online. Retailers now understand

that it is only through investment

into automation that they can deliver
excellent experiences to their customers
in a way that is still profitable for them.

Innovation

Markets increasingly explore the roles Al,
robotics and automation play in providing
flexible grocery fulfilment options and
better consumer experiences. Solutions
to manage customer demand through
virtual queues, booking systems, and data
simulations are increasingly essential for
providing equal access and supply chain
resilience.

Our Response

The technology underpinning OSP
enabled retail partners to grow

in response to rapidly changing
demand and consumer dynamics.
Our rich suite of solutions serve

the widest range of retail missions:
UK partners grew online orders by
40% and we delivered our first two
international large CFCs on schedule
despite pandemic pressures.

We continue to make advancements
in robotic picking and packing, and
to optimise our offerings using data
gathered from the digital twins of
our physical and digital assets. This
enables us to continually uncover
new paradigms for our platforms.
Ourinvestment in innovative
businesses opens doors to
synergistic business opportunities.

Annual Report and Accounts Ocado Group plc

@ Resource
0 Resilience

Environmental impact, future
workforce and skill gaps

How are Markets Responding?

Competitors within the grocery market
are making moves towards tackling
these key issues, but our approach and
focus on technologies and solutions sets
us apart and positions us to better deal
with these important challenges, whilst
attracting and developing the innovators
of today and tomorrow, to support our
hunger for innovation.

Operating Responsibly

Climate change, food waste, and
pollution are all defining issues of our
time. It is imperative to have these issues
in mind, to drive sustainable change.
Technology-driven solutions require the
brightest, dedicated minds.

Our Response

As a purpose-led organisation, with
an increasingly global and esteemed
brand, we can attract real talent. We
invest in developing the skills of our
workforce to pioneer solutions to

the defining challenges today, whilst
alsoinspiring and educating the

next generation of young innovators.
Efficient use of resources, minimising
food waste, and a focus on recyclable
use of plastic, are all areas where
Ocado’s technology can make a

real difference to grocery and other
industries we may serve going forward.
And this is the beginning; we will
continue to disrupt the market with
investments in our core business
technologies and other areas where
we can leverage our competencies
for transformative and sustainable
change.

L30d3¥ JI931ViLS
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Our Business Model

We are reimagining shopping,

by solving complex problems to
provide sustainable solutions for
online grocery.

Our inputs enableus...

Our business is built by passionate people who can find
solutions to problems, and go the extra mile to deliver a high-
quality service. Our technology and engineering development
teams are crucial to our ability to improve and advance

our intellectual property rapidly, allowing us to maintain
technological leadership

> Read more on page 90

Twenty years of learning, research and development have
enabled us to build the world’s most advanced end-to-end
e-commerce, fulfilment and logistics platform for online
grocery. Our cutting edge IP, which spans our entire technology
estate, has played a crucial role in making this solution the
most advanced available. Our IP is a fundamental source of
our competitive advantage and we take rigorous measures to
protect it. Our patent attorneys and IP lawyers also work closely
with technical teams on the ground to make sure we continue
to find and protect the important inventions which add value
to the company, now and in the future.

- Read more on page 46

For two decades we've developed our own innovative
solutions to combat the complexities of online grocery in a
way that provides quality, personal, seamless experiences

for customers and superior economics for retailers. When the
pandemic struck, we were in a unique position to leverage

our capabilities in Al, data science, simulation, digital twins,
robotics and automation not only to ramp up capacity quickly,
but also to perform fast optimised decision-making for the
benefit of our retail partners, and their customers, as well as
for our own business resilience. These competencies continue
to provide retailers with the unparalleled capabilities to build
loyalty in a challenging marketplace.

-> Read more on page 44
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To offer a proven, bespoke and flexible solution...

The OSP Ecosystem

OSP is a single global platform that can be configured to the unique needs of our
partners and their customers. With more people coming to the online channelin
grocery than ever before, we believe that the winners in the channel will be those
with the widest toolkit available for serving a market-leading customer experience
in all geographies, underpinned by the best long-term economics.

Retail Heritage

Unlike third party providers of technology
products, services and software, we are
also a retailer, and our systems, processes
and hardware have evolved over many
iterations in a live retail environment.
Throughout our history, our entire
attention has been on developing the
best possible online grocery operation.
This single-minded focus has enabled us

OSP has the flexibility to develop bespoke networks to serve
the unique needs of each market

to develop market-leading logistics and Key

physical infrastructure solutions, driven by B8 7/ . B Immediacy

proprietary technology and innovation. B Same day
Next day

- Read more about Ocado Retail on page 38

Our values guide ways of working across
our diverse network of business areas,
building an engaged and mission-driven
culture that enables us to tackle challenges
head-on and pursue new opportunities

N
L]

Key Module Primary Mission Size (sq ft)

Full basket shop; large direct
|
@ standard CFC and spoked catchment 200k

(B _F O L

with vigour, in turn, enabling us to fulfil 1
our purpose and deliver value for all our
stakeholders. Full grocery shop; shorter lead
“Our purpose is to reimagine 2 @ Mini CFC t:jmes.fr to cor;necttlovvekr 50-160k
shopping, by solving complex Ensity areas .O fenvor
problems to provide sustainable c MFC Immediacy 5-25k
solutions for online grocery” [] ISF Best fulfilment in remote areas n/a
- Read more on page 91
Key added value:
+ Flexibility to serve a developing «  Pricing flexibility
range of customer missions « Service: 95% on-time delivery,
+  Compelling economics: Result of 99% basket accuracy*
best-in-channel operating cost . Range: 50,000+ SKUs
« Ease of customer use: Ability to . Future Proof: Long innovation
order across devices and formats pipeline

(inc. voice ordering)

- Read more about our OSP Leadership Club on pages 34 to 37

liud NEBT I I BN 'S ' D B EENST

* Thisis a representation of a consistent level pre-pandemic
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L30d3¥ JI931VilS



Our Business Model

Continued

@ y

This is perpetually evolving .. ..

Our Virtuous Cycle of
Investment and Growth © Increased investment

Our leading solutions, underpinned by proprietary With increased scale, we are able to invest in growing our
technology, enable partners to win in the online grocery technology teams, to improve our platform capabilities,
channel in their markets. This competitive advantage is faster, for our partners.

reinforced by the strength of the collective which today @® Enhanced OSP Platform

stands at nine partners and ourselves. The centralised
nature of the OSP platform brings a strong multiplier
effect to continued investments in innovation.

We combine investment with learnings from our
increasingly global ‘leadership club’ of retail partners,
to bring a globally optimised experience for our
partners and their customers now, whilst continuously
horizon scanning for further opportunities.

OSP is the leading solution for online grocery fulfilment

and the only end-to-end solution capable of serving all
shopping missions. We continue to invest in building this
leadership position; in both cutting edge development to
make our platform even more secure, scalable, maintainable
and sustainable for partners, as well as in game-changing
technological advances.

The model below illustrates how we are able to ©Faster partner growth
drive this virtuous cycle of growth, investment and Successive improvements in technology deliver greater

innovation, with the network effects of this innovation efficiency and market-leading customer service for our
magnified as our partner base scales. partners, enabling them to grow faster and win share in their

markets, resulting in more growth and more resources for
investment in OSP.

O More partners

Aricher platform, driving strong results for partners, attracts
more interest from other leading retailers worldwide. More

o partnerships drive more growth and more resources for
investment in OSP.

Increased
Investment - Read more about Our Constant Drive
for Innovation on page 43

Our
Virtuous

o Cycle he d
(3

OoSP
Platform
Faster Partner
Growth

More
Partners
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In order to deliver long-term value for all our stakeholders
- ] ;Jl . ¥

Our virtuous cycle of investment and growth

We offer our retail partners a more flexible, scalable and efficient way of fulfilling online
grocery in their markets, with a leading customer offer, enabling them to take share
and grow sustainably.

-
- A = We continue to invest in the platform, in continuous improvements
=, = and step change innovations, to further enhance the competitive
. advantage that OSP brings, facilitating our partners’
ACE aspirations to lead in online in their markets.

. We make significant investments
1 in recruiting and developing our
We are investing heavily today to scale '&‘ people, and ensuring their wellbeing,
the Solutions business and develop the to maintain the culture and pace of

OSP platform, moving fast to capitalise
on the increasing opportunities
arising from the acceleration in online

penetration. CE% Delivering
value

innovation that continues to underpin
our success.

Our success is dependent on hiring
%@ﬂ employees globally. As we build up our
brand as an international employer

of choice our purpose, and focus

on development, will be critical in
attracting and retaining the highest
quality talent. We are committed to
providing a competitive compensation
package, and fostering the inclusive
environment required to attract the
diversity of talent and expertise
we need to succeed.

The addressable market opportunity

in online grocery is huge, facilitating

a long runway for growth. The
technology and competencies we have
built in grocery are applicable in other
verticals, and we will seek the most
compelling opportunities to leverage
that expertise to drive future value.

Through technology, we are continually reducing the
environmental impact of our platform, enabling market-leading
food waste efficiency, near closed-loop recycling of plastic bags used in
deliveries, and improved carbon efficiency. We are committed to implementing
effective systems and controls to ensure decent work in our own business and our
supply chains.

We are determined to fulfill our mission to change the way the world shops for good and for better. We do this
through commitment to innovation that enables us, and our partners, to be better stewards of our planet, and to policies
and actions that protect decent work today whilst developing the innovators of the future.

Stock Code: OCDO Annual Report and Accounts Ocado Group plc
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Our Solutions Business

Serving our partners needs
Partnering with leading retailers

As the online shift continues to accelerate in grocery, the Ocado
Smart Platform offers our partners worldwide a wide range of
tools to provide their customers with the best possible experience
online, with leading economics.

What we offer our partners:

+ Software: At the heart of OSP is a growing, fully-integrated
software stack that optimizes operations across web-shop
functions, supply chain forecasting, fulfilment, and delivery

MKehensen routing based on real-time decisions taken by customers. This
CEO o Bicaclo Salutions software estate is continually expanding.

« Fulfilment: OSP provides partners with a wide range of
fulfilment formats that can be configured across geographies
to meet the growing range of customer missions online. These
include large CFCs, mini-CFCs, MFCs, and In-Store Fulfilment.

In unprecedented circumstances, the
Ocado Smart Platform reached significant
milestones in 2020. The first Ocado CFCs

to go live outside of the UK launched in + Services: OSP partners are able to leverage Ocado Group’s
considerable grocery e-commerce expertise to support

deployment and optimization of OSP in their markets. They also
benefit from 24/7 engineering support once CFCs are live.

France and Canada, introducing a world
class customer experience online for
grocery customers in Paris and the Greater
Toronto Area.

We have seen greater interest in our OSP platform as a

way for retailers to meet the global increase in demand
for online grocery, but have also had to work hard to A scalable, global supply chain
adapt to new methods of engagement with clients and
prospects in light of the international travel restrictions
that have been in place during the year.

In addition to our long-standing relationships with European-

based manufacturers, we created new partnerships this year

with scaled global leaders in contract manufacturing, such

Across our active partnerships we continued to make as Jabil and Flex. These partnerships reinforce our ability to

progress with worldwide CFC projects in 2020, with efficiently deliver MHE to projects worldwide and, combined

Kroger’s first sites due to go live for customers in 2021, with local partnerships to support installation at CFCs, they

followed by ICA’s Stockholm CFC in 2022. We also bolster our overall project delivery infrastructure as increasing

added more mini CFCs to our project pipeline with numbers of CFCs move towards going live.

partners, with Ocado Retail Ltd now due to operate . .

two mini-CFCs in Bristol and Bicester, and Kroger |I1V€Stll1g for acceleration

announcing a mini-CFC in Romulus, Michigan. Online has consistently been the fastest expanding channel in
grocery in recent years, and 2020 has been a catalyst for an even
steeper acceleration towards online becoming a mainstream

- Read more about the OSP Ecosystem on page 28 channelin grocery. As we look to bring more partners onto the

Ocado Smart Platform, we continue to invest to ensure OSP

drives the best customer experience, operating economics,

and tactical flexibility of any solutions in the marketplace.

7 10

partners will be live CFCs will be live worldwide
with Ocado’s technology  in 2021
in2021
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Case Study

Rapid launc
of partner

CFCs

Groupe Casino went live with the
first Ocado CFC outside of the UK
in March 2020, followed shortly
by Sobeys in May 2020. Public
go-lives for both Monoprix Plus
and Voila by Sobeys brands came
amid rising demand in France and
Canada as Covid-19 restrictions
came into effect.

Stock Code: OCDO

g France

Casino

o ———

The site saw a rapid early ramp-up with a five-fold
increase in the number of orders between end-
May and end-June 2020, and a subsequent 60%
increase in order volumes between end-June and
end-September 2020. From September, the CFC
also began fulfilling orders for the Casino brand,
with the service area extended to cover 75% of the
population in the Ile-de-France region.

From 2021, Groupe Casino have said they will stock
a range of 50,000 products in the CFC.

“ Ocado has developed exceptional
technology, which makes it
possible to practice flawless
e-commerce.”

Jean Paul Mochet

President, Monoprix. Le Figaro
CEO of Groupe Casino

L30d3¥ JI931VilS

Q Canada

The Vaughan CFC in Ontario also launched on a
test basis on 28 April 2020 with “Voila by Sobeys’,
ahead of a full roll-out to the Greater Toronto Area
from June.

On the back of the successful launch of the
Vaughan CFC and the introduction of curb-side
pick-up enabled by Ocado’s in-store fulfilment
software, Sobeys confirmed plans for a third
CFC with Ocado to serve the Alberta region.
Construction is already underway on the second
CFC in Montreal; the company is targeting four
CFCs across Canada.

“If we hadn’t made the deal
with Ocado to have the
best technology customer
experience, I’d be very worried.
I shudder to think if we hadn’t
done the Ocado deal. It’s the
only thing in the business that
| considered, once | knew about
it, we had to have.”

Michael Medline
CEO Empire (parent company of Sobeys),
Financial Post (December 2020)
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Our Solutions Business

Continued

The Benefits of Our Partnership Club

Alongside a suite of support services, software and fulfilment solutions, OSP provides our partners with access to innovations developed
for a diverse range of markets worldwide. In contrast to other sectors of the global economy, grocery is largely dominated by local
leaders. With OSP, we are bringing the innovations developed alongside local experience and know-how to a global client base.

As our club of partners grows,
its benefits are magnified

Scale gives us more
resources to realise the
growing ambitions of our
partners

As the number of partners on our platform
grows, we have more resources and
motivation to innovate faster, to the benefit
of current and prospective retailers on OSP.

#2

collective size of OSP Partners by
volume of global grocery sales

2.

Our expanding footprint
applies global learnings
to our partners’ local
strength

Our end-to-end solutions can be configured

to the unique needs of each market, enabling

us to switch on and off specific functionality
and resources as needed for our partners to
drive a market-leading customer offer and
future growth.

#1

in terms of geographic reach
(EMEA, NA, APAC)

“Like all international businesses, Ocado Solutions had to
find new ways of working in 2020 to accommodate the
strictures of a global pandemic. | am extremely proud
of all our teams around the world who found innovative
ways to support our live partners, bring international
CFCs live for the first time, and keep our projects on
track through difficult months of rolling lockdowns

and travel restrictions.”

Luke Jensen
CEO of Ocado Solutions
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3.

We provide a central
forum for a diverse range
of retailers to learn from
each other

Our global partners share the same thirst
for innovation, collaboration, and new
learnings. Our geographic reach allows us
to bring a diverse range of retailers together
to collaborate on their priorities and
experiences within both their online and
offline businesses.

#9

leading retailers around the world are
accessing and growing the platform

Profitability
Online

247 Future

Support Proofing

WWW.ocadogroup.com
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Our proprietary technology,
future innovation pipeline and
expanding partnerships support
our leading global position.

Our competitive advantage is reinforced by the strength
of the collective group of innovative businesses within
the OSP Leadership Club, which today stands at nine
partners and ourselves. This network positions us and
our partners as “innovators” within the technology curve.

-> Read more about our Proprietary
Technology on pages 45 and 46

...

.........

.........
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Ocado Retail

“These are transformational times and we will
continue to set the bar in online grocery retail;
to wow customers who are seeing the benefits
of online shopping in ever greater numbers.”

Melanie Smith
CEO of Ocado Retail

Melanie Smith

CEO of Ocado Retail The accelerated opportunity
in online grocery in the UK

o It has been an extraordinary year of growth and transformation
o for Ocado Retail.

of Ocado Retail customers were shopping At the beginning of the Covid-19 outbreak in the UK, demand

M&S products just weeks after the for online groceries increased significantly, almost overnight.

1 September switchover from Waitrose The online channel doubled from 7% of UK grocery sales, to
14%, as a result of the pandemic. This unprecedented demand,
combined with customers shopping both more frequently and

1 7 0/ bigger baskets, required a difficult proactive decision to deploy

o o more of our overall capacity to serve a smaller number of active
share of the UK grocery market in customers, well, at this challenging time.

November 2020, up from 1.2% in November

2019, with UK take home grocery sales up
11% over the same period

Despite pandemic related challenges, the business adapted
rapidly, successfully accelerating to deliver significantly more
groceries that ever before. September saw the successful
switchover to M&S products on Ocado.com, as planned,
bringing with it even more choice and better value for
customers.

The business managed to maintain leading service metrics for on
time delivery, and accuracy, keeping substitutions below 4%.

As we return to a new normal, with market leading customer

offer and service metrics, Ocado Retail is now focused and on
o ‘ : a o track to materially increase its capacity, and seize the huge
opportunity ahead as accelerated channel shift to online

continues in the UK.

2021 will see the launch of three new CFC sites, increasing
available capacity by over 40%. A further mini CFC is planned
for go-live in the first half of 2022 and an accelerated search for
further Zoom sites is underway.
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Case Study

Partnershlp

with M&S—

“ Demand for online grocery
is unprecedented and we are
committed to supporting
Ocado Retail to make the
most of this opportunity
in the UK.’

Stock Code: OCDO

Tim Steiner
Chief Executive Officer

Since 1 September, Ocado.com customers
have been shopping M&S products online,
exclusively, for the first time. The launch
saw a range of 4,400 food products replace
around 4,000 Waitrose products with high
quality alternatives at the same or better
prices. 700 M&S Home & Lifestyle products
were added, bringing customers an even
richer hypermarket offer. The successful
switchover was the culmination of a year’s
worth of collaboration between Ocado
Retail, the M&S product innovation teams,
and the Ocado Group technology and
logistics teams. It evidences the strength
of the partnership, and was a key strategic
step in setting up the joint venture for future
growth.

Providing sustainable
solutions for our planet

Ocado Retail targeting Net Zero carbon
emissions by 2040 as part of the BRC
carbon roadmap.

Ocad0 Waste: striving to be the most
sustainable grocer in the UK, focusing
on food and packaging waste, carbon
impact and responsible impact.

Driving positive
social change

The Ocado Retail leadership team

is 15% BAME, reflecting the UK
population, and 70% female, reflecting
the Ocado.com customer base. It is
committed to reflect the UK population
in marketing and range choices.
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Strategy

Tim Steiner
CEQ of Ocado Group

“The world has changed in grocery retailing
for good. We have prepared for greater
speed of execution and innovation and
we are ready to seize this faster, bigger
future, with and for our partners.”

Tim Steiner
CEO of Ocado Group

This year has been all about going faster for our
partners. In response to the unprecedented surge
in demand for online grocery, worldwide, we
launched our first two international CFCs ahead
of plan and ramped capacity, whether manual

or automated, for all our operational partners,
much faster.

The surge in online grocery has emphasised just how important it is
for retailers to find a sustainable solution to serve online grocery, and
Ocado Retail’s performance has evidenced the strengths of the OSP
model as a profitable, scalable solution for the long term. We haven’t
just been going faster for today. We are confident that accelerated
growth in the online channel will continue, leading to a permanent
redrawing of the landscape of the grocery industry worldwide. This
will mean more demand for the Ocado Smart Platform from current
and prospective partners.

Our fundraising in the summer means that we have the human and
financial capital to capitalise on our full opportunity set over the
medium term. We have already made important progress to this
end, expanding our relationships with our current partners in new
ways and making strategic investments, most notably in robotic
manipulation, to accelerate the development of our systems in line
with the renewed scale of the opportunity set and our ambitions.

Creating Value with Purpose

Our Purpose
Our purpose is to reimagine
shopping, by solving
complex problems to

provide sustainable
solutions for
online grocery.

Driving Growth

By creating solutions with real competitive advantages in
grocery, and increasingly beyond, we facilitate sustained
growth for our partners and in turn for our shareholders.

&

Improving the
Proposition

Continually
enhancing the
value of our
proposition for
our Solutions
partners, so that
they can deliver
an ever better
service to their
customers.
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Maximising
Efficiency
Always striving
to develop both
our technology
and operations,
to consistently
improve our
economic
and operating
performance.

o

Utilising
Knowledge
Using our
IP for future
innovation,
driving further
opportunities for
value creation,
within and
beyond grocery.

www.ocadogroup.com
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Strengthen our brands

Reinforce the Ocado Group
and Solutions brands
based on partnership

announcements and validity

of the model. Promote the
strength and value of our
technology and engineering
brands to attract the highest
quality talent.

Stock Code: OCDO

Actions
We realise our strategy through continuous progress on these actions.

o

Continuously develop
more capital and
operationally efficient
infrastructure solutions
Operating efficiency: Optimise
every aspect of the fulfilment
and delivery life cycle, to
improve our economics and
partner proposition.

Capital efficiency:
Continuously lower the cost
of investment required for
online grocery activities,
to support growth for our
platform partners.

2>

Enable current and
future partners’
online businesses

Continuously develop new
and improved propositions,
so that partners can
build tailored and flexible
ecosystems to serve an
evolving and comprehensive
set of customer missions in
their given markets.

(7]
-
=
=]
m
@
(o]
x
m
O
o
~
-

Constantly enhance
end-to-end technology
system solutions

Retain our technological
leadership through ceaseless
pursuit of innovation
ahead of the market, either
organically or through M&A.
Use our cutting-edge IP to
power our world-leading
end-to-end e-commerce,
fulfilment and logistics
solutions.
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Strategy

Continued

Improving the

Proposition

This has been a year of acceleration as we bring new resources,
solutions and flexibility to the Ocado Smart Platform.

1. More Solutions:

We continued to expand the wide technology estate at the heart
of OSP throughout the year, bringing new experiences to the
webshop and greater software functionality for partners across
the end-to-end platform.

Alongside the robotic pick capabilities we have developed in-house,
we expect Ocado Group’s acquisition of Kindred Systems, Inc. and
Haddington Dynamics, Inc. to bring significant new efficiencies to our
automated fulfilment capabilities across CFCs, mini CFCs and micro
fulfilment centres.

2. Greater Flexibility:

OSP enables our partners to deploy a wide range of fulfilment formats
into their markets, all of them fully integrated into our end-to-end
platform. With the acceleration in customer demand for online seen
across all partner markets, OSP can provide our current partners with
the tools to ramp up capacity quickly in the short term, whilst laying
down the infrastructure to support significant, scalable, and profitable
e-commerce in the long term.

In offering our partners a range of formats across CFCs, mini-CFCs,
MFCs and In-Store Fulfilment, we provide them with the tactical
flexibility to map their deployment of Ocado’s technology to the
growing range of customer shopping missions they want to serve,
while retaining best possible economics.

3. A new customer proposition for shoppers
in our partners’ markets:

Not only are we constantly improving our own proposition to partners,
we have also helped them to deliver new levels of customer service to
shoppers in France and Canada, bringing the customer experiences
achieved by Ocado.com in the UK to those markets.
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“Voila launched in the Greater Toronto Area
in June and we are very pleased with the
early results. Customer feedback has been
overwhelmingly positive, and our customer
Net Promoter Score is the highest | have seen
in my career.”

Michael Medline
CEQ Empire, Supermarket News

KPIs

3

Mini CFCs underway
for Partners in 2020

>8x

increase in ISF volumes
across all Partners in 2020

Risks

+ Risk of failing to deliver a sustainable operational
infrastructure able to execute effectively the requirements
for multiple Ocado Solutions contracts, simultaneously in
many international locations.

« Riskthat current Solutions pricing levels may not provide
both acceptable returns for our shareholders, if efficiencies
are not achieved and attractive long-term cost of ownership
for our clients, whilst delivering a viable fully operational
end-to-end customer experience.

www.ocadogroup.com



Business Insight

The constant drive
for innovation

Innovation is critical to maintaining and expanding Ocado’s
leadership position as a solutions provider, and we are focused on
sustaining the culture and pace of innovation we have achieved

to date. In our growing technology teams, we have top talent
dedicated to further increasing the competitive advantage that
OSP drives in grocery. At the same time, our ventures team
explores ways that we can leverage our technological know-how to
participate in innovation in other, often adjacent, verticals to create
future value for the medium to long term. Naturally, these streams
are connected, and may converge depending on the timeframe and
scope of the opportunity at hand.

“We see ourselves as an innovation house.
The biggest risk is not taking enough
risk. Standing still is a certain route to

obsolescence.”

Tim Steiner
Chief Executive Officer

Parallel streams

Core
robotic picking

Increasing competitive
advantage of OSP
in grocery
+ Five robotic arms in Erith.
+ Pick rate doubled.

+ On track for FY target of

efficiency similar to human.

Stock Code: OCDO

Ventures
vertical farming,

automated meal
prep, 3D printing

Leveraging our
technological know-
how and participating
in other adjacencies

Investments to date:
robotics for general
merchandise (Kindred
Systems, Inc.), vertical
farming (JFC, Infinite Acres),
automated meal prep
(Karakuri) and 3D printing.

Case study:

Accelerating the commercial
delivery of robotic picking
for OSP partners

In November 2020 we announced the acquisitions of
Kindred Systems, Inc. and Haddington Dynamics, Inc. to
accelerate the development of a commercial solution in
robotic picking for our partners. We have long considered
the opportunities for robotic manipulation solutions to

be significant, both for OSP partners and across the fast-
growing online retail and logistics sectors. Over the last
several years, our technology teams have made material
progress learning computer vision and engineering systems
required for robotic picking. With our combined capabilities

we will be able to accelerate delivery of a solution in grocery.

In addition, Kindred’s fast-growing operations with
customers across general merchandise and logistics,
combined with Ocado Group’s scale, scope and resources,
means opportunities in new verticals outside of grocery.

Innovation will see the opportunity set continue to evolve
and expand for our partners and, in turn, for Ocado Group.

- Read more about Our Business Model
on pages 30 to 33

Annual Report and Accounts Ocado Group plc
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Strategy

Continued

Maximising

efficiency ®

Operational Efficiency

We drive efficiencies throughout every process of our operations, from
customer-facing interfaces in the webshop, inventory management
systems and fulfilment, to the routing software that supports their
deliveries. We achieve this by adhering to three design principles:
automation, use of our own technology, and centralisation.

Progress

+ Reducing the long-term costs of ownership of our fulfilment
solution, the combination of capital and running costs, is critical as
we scale. A key part of this is developing new generations of bots.

« Thisyear, our third generation bot went into production. This
bot will underpin our UK and international roll-out, setting new
levels of performance in its operation, ease of manufacture and
serviceability. Continued investment in the software driving
our bot fleet will see still further improvements in operational
performance.

« We measure efficiency within CFCs by average eaches processed
per labour hour (UPH). In our mature CFCs in operation in the UK
(which now includes Erith) UPH was 169 for the year, benefiting
from higher volumes as a result of changes in customer shopping
behaviour associated with the pandemic, as well as improvements
as Erith scaled. At maturity, we expect our robotic CFCs in the UK
and internationally to operate at 200+ UPH.

+ Average deliveries per van per week (DPV) for Ocado Retail,
declined to 184, as larger baskets sizes limited the number of
customer orders delivered by each van in a single shift. However,
overall delivery cost was down, as the shift towards larger basket
shops drove an increase in the number of eaches carried per van.

« The platform continues to enable market-leading levels of food
waste, at just 0.4% of sales for Ocado Retail in the UK.
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Future Focus

We are always looking for ways to apply our technology to improve
our operational efficiency, with both core business sponsored and
more speculative research underway.

A good example of this is the robotic picking and packing of customer
orders. In grocery, this challenge is especially difficult due to the
breadth of handling characteristics. Building on our eight years of
progress in this field, this year we acquired two leading companies

in the field of robotic manipulation, to accelerate the commercial
delivery of this solution for our partners. Robotic picking is first on our
roadmap, followed by decant. Together, these functions represent
over half of the manual labour cost in a CFC. In the medium term, we
see further opportunities to apply this technology in activities such as
de-palletising and de-trashing.

KPIs
UPH DPV
2019: 161 2019: 196

Change of basis to include Erith CFC

Risks

« Delaysinimplementing new capacity.

+ Riskof failing to deliver a sustainable operational
infrastructure able to execute effectively the requirement

for multiple Ocado Solutions contracts, simultaneously
in many international locations.

www.ocadogroup.com



Capital Efficiency

The proprietary technology we use in our newer CFCs enables our
partners to achieve an attractive return on investment, even before
any further efficiency benefits from other innovations such as
robotic picking.

The modular nature of the mechanical handling equipment (MHE) solution
allows for reduced upfront capital commitment, and enables real flexibility
in customising the solution to the varying capacity requirements of our
partners. As we continue to develop new CFCs, at scale, we are able to
further improve the capital efficiency of our operations. Technological
innovations will compound these improvements.

Progress

«  We were able to rapidly ramp up capacity at our Erith CFC, in
response to the Covid-19 driven surge in demand for online
grocery. At year end, the site was running at 130,000 orders per
week, and an increase of over 80% in the year.

« Ourfirst operational sites in France and Canada are also
successfully ramping up ahead of original plans.

Stock Code: OCDO
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+ Every lesson we learn at sites in the UK and abroad, every
enhancement to automation and software, is quickly transferable
to every future partner site.

+ In addition to our long-standing manufacturers, we have entered
partnerships with some of the largest, global leaders in contract
manufacturing, Jabil and Flex. This will enable us to scale MHE
production for our partners faster, and bring benefits from scaled
manufacturing and larger procurement order sizes.

Future Focus

We continue to expect to see further improvements in the speed of
deployment allowing for reduced upfront capital commitment and
shorter ROl timescales, and automation enhancements that further
increase throughput and efficiency.

Robotic picking is one such enhancement; following the strategic
acquisition of two leading companies in the robotic manipulation
sector, we are confident that we can both bring a commercial solution
for robotic picking to our partners sooner than previously planned,
and at a capital cost that brings attractive returns on investment.

As we continue to progress operational CFCs, and go live with new
sites, learnings will naturally be passed on to the benefit of all our
Solutions partners.

By adding more partners to the platform, we will also see the benefits
of increased scale.
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Strategy

Utilising
Knowledge

Our Intellectual Property our developments, whether within our core technology areas or in

Since 2000, Ocado has developed and scaled an online grocery associated verticals or investment areas, are protected.

sales platform, solving the challenge of reliably and accurately Members of our IP team are embedded within the engineering and
delivering a world-beating selection of groceries to customers across technology functions to ensure that IP generated, whether from
multiple temperature regimes in convenient time slots. 2020 saw the research and development in core areas or blue-sky disruptive
expansion of our proprietary technology to not only serve customers activities, is protected to ensure future competitiveness. Additionally,
in the UK but those of Casino in France and Sobeys in Canada. these IP team members ensure that commercial IP protection is

in place in all collaborative agreements, whether with third party

Our best-in-class, end-to-end e-commerce, fulfilment and logistics
suppliers, academic institutions or other collaborators.

solution is based on two decades of knowledge and experience in

the online grocery sector. Our proprietary technology continuestobe  Qur intellectual property strategy creates a web of protection to

developed, expanding potential offerings to retailers around the globe  ensure our technology remains unique in the marketplace.
and enabling our partners to be competitive in challenging situations

such as the unexpected pandemic. Progress

We now hold 292 granted patents across 42 innovation families, a further
584 patent applications remain pending. 137 separate innovations are
protected by one or more granted patents or patent applications.

Underlying these developments is a network of proprietary rights
protecting our investments and ensuring our partner companies have
unrivalled access to the technology required to enhance their offering
in their relevant markets. Additionally, IP and innovation assets
acquired during the course of this journey expands the reach of our

system and protects our market-leading technology for the future. Risks

Progress + Innovation by third parties exceeds our own and offers

+ We completed the re-engineering of our bot and commissioned improved solutions for end-to-end e-commerce fulfilment
the next generation version on our mini-CFC site in Bristol, of groceries.
UK in late 2020. The re-engineered bot is protected by a suite « Failure to protect our proprietary technology lowers
of registered and unregistered IP rights, thereby ensuring the barrier to entry for third parties.
learnings from our previous generation bots continue to be . Failure to ensure freedom of operation of our technology
exclusively available to Ocado partner companies. without infringing a third party’s IP.

+ In November 2020 we announced the acquisition of two robotic - See further our Principal Risks on pages 64 to 67 and the
picking companies, completed after year-end. We have acquired Financial Review on pages 50 to 58

intellectual assets that will complement and expand on our
existing robotic picking proprietary knowledge and competencies.

+ Tosupport continued, rapid, innovation we have significantly
increased the numbers of people working in those specialised
innovating teams focused on deploying our technology or knowhow
towards medium to long term opportunities for value creation.

« We haveincreased the size of the IP team to enable faster protection
of thisincreased level of innovation.

Patents

Protecting our intellectual property is key to ensuring our partner
companies continue to benefit from our investment in development
of our existing systems and expansion of our offerings. The exclusivity
we are able to offer our partners is underpinned by our IP portfolio of
registered and unregistered rights. As our engineering and technology
teams have grown, our IP team has grown to ensure all aspects of
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Key Performance Indicators

Revenue® (Group) (£m)

2,332

16 1r 18 19 20

Why we use this measure

Measures growth at Group level
reflecting revenue from the Ocado
Retail joint venture, and our UK and
International Solutions businesses.

2020 performance

32.7% vs2019

Strategic link

@ &

Revenue® (International
Solutions) (£m)

17

16 17 18 19 20

Why we use this measure

Measures revenue growth of our
International Solutions business.

2020 performance

=vs2019

Strategic link

@ &

Revenue® (Retail) (£Em)

16 1r 18 19 20

Why we use this measure

Measures revenue growth of the
Ocado Retail joint venture.

2020 performance

35.3% 52019

Strategic link

@ &

EBITDA® (Group) (£m)

73

16 17 18 19 20

Why we use this measure

Measures operating profitability at
a Group level reflecting the Ocado

Retail joint venture and our UK and

International Solutions segments.

2020 performance

66.8% 52010

Strategic link

® B

@® See Alternative Performance Measures on pages 293 and 294.

Stock Code: OCDO

Revenue® (UK Solutions &
Logistics) (£m)
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654

16 1r 18 19 20

Why we use this measure

Measures revenue growth of our UK
Solutions & Logistics business.

2020 performance

13.6% vs2019

Strategic link

@ &

EBITDA® (Retail) (Em)

16 1r 18 19 20

Why we use this measure

Measures operating profitability of the
Ocado Retail joint venture.

2020 performance

264.5% 52019

Strategic link

® B
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Key Performance Indicators

Continued

EBITDA® (UK Solutions &
Logistics) (£Em)

44

16 17 18 19 20
Why we use this measure

Measures operating profitability of our
UK Solutions & Logistics business.

2020 performance

(38.4)% s 2019

Strategic link

® B

Net Assets (Group) £m

1,837

16 17 18 19 20

Why we use this measure

Measures the surplus between
total assets and total liabilities
at Group level.

2020 performance

74.9% 52010

Strategic link

® &

EBITDA® (International
Solutions) (£Em)

(83)

16 1r 18 19 20

Why we use this measure

Measures operating profitability of our
International Solutions business.

2020 performance

(51.7)% vs2019

Strategic link

® B

Mature CFC Efficiency (UPH)*

169

16 17 18 19 20
Why we use this measure
Measures CFC operational efficiency

2020 performance

5.0% s2019

Strategic link

® B

+ Change of basis to include Erith CFC.
UPH only includes UK sites

® See Alternative Performance Measures on pages 293 and 294.
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Profit/(Loss) Before Tax
(Group) (€Em)

N
—

L=

A

. .
—

(44)

44.0 R

16 17 18 19 20
Why we use this measure

Measures profitability at Group level
reflecting the profit of the Ocado
Retail joint venture and our UK and
International Solutions business.

2020 performance

81.9% 52010

Strategic link

® B

Active Customer Base

16 17 18 19 20

Why we use this measure

Measures growth in our core
customers who shopped in the last 12
weeks.

2020 performance

(14.5)% vs 2019

Strategic link

@ &

www.ocadogrou p.com



Number of Ocado Solutions
Partnerships Signed to Date

16 17 18 19 20

Why we use this measure

Measures partner growth within our
Solution business.

2020 performance

= vs2019

Strategic link

@ &

Stock Code: OCDO

Fees Invoiced from
International Partners (£m)

16 17 18 19 20

Why we use this measure

Measures growth in total fees invoiced
in the year from Solutions partners.

2020 performance

52.2% 52019

Strategic link

@ &
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Financial Review

“The Group achieved significant revenue
growth, reflecting an acceleration in the
rate of demand for online grocery. We also
continued our good progress rolling out new
CFCs for our partners, both in the UK and
internationally.”

We have delivered a strong performance this year. The Group
achieved significant revenue growth in the UK Retail business, due to
an acceleration in the rate of demand for online grocery in response
to the Covid-19 pandemic. At the same time we have continued to
transform our business to support future growth: we continued our
good progress rolling out new CFCs for our partners, both in the

UK and internationally; we have made significant investments in

our International Solutions business, strengthening our teams and
investing in technology; we announced the acquisition of two leading
robotics businesses in the US, to accelerate the commercial delivery
of robotic solutions; and we have raised a total £1.6 billion in the
capital markets, to finance future growth. This supports our ability to
capitalise at pace on the structural growth opportunities available in
global online grocery adoption.

Group Highlights

«  Revenueincreased 32.7% to £2,331.8 million (2019: £1,756.6
million), reflecting an acceleration in demand in UK online grocery
in response to Covid-19.

« Gross profitincreased 36.3%, ahead of the growth in Revenue,
with Retail gross margin up 130bps mainly due to changes in the
product mix.

«  Group EBITDA® of £73.1 million (2019: £43.3 million), with a
significant increase in Retail EBITDA® to £148.5 million (2019:
£40.6m) offset by increased investment in both the UK and
International Solutions business to support future growth.

«  Statutory loss before tax of £(44.0) million (2019: £(214.5) million)
including depreciation, amortisation, and impairment charges
of £168.9 million, and net exceptional income of £104.6 million
principally due to insurance income for the Andover CFC.

+ Strong balance sheet, with cash and other financial assets of
£2.1 billion as at the end of the year, following the £600 million
convertible bond issue in December 2019, and £1 billion
convertible bond and share placing in June 2020.

+ Post year-end completion of the acquisition of Kindred Systems

and Haddington Dynamics Inc. for consideration of $260 million
and $25 million respectively (subject to closing adjustments).

EBITDA® (£m)

Revenue (£m)

l6 17 18 19 20 16 17 18

(® See Alternative Performance Measures on pages 293 and 294.
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Profit/(Loss) Before Tax and
Exceptional Itemsa (£m)

N
—

20

WWW.ocadogroup.com



FY 2020 FY 2019 ﬁ
Total Total Pre- E
Pre- Exceptional Statutory Pre-  Exceptional Statutory  Exceptional Q
£ millions Exceptional Items Reported  Exceptional Items Reported Growth ;
Revenue" 2,331.8 - 2,331.8 1,756.6 - 1,756.6 32.7% g
Gross profit 813.9 - 813.9 597.3 (5.5) 591.8 36.3% 2
Otherincome 87.6 103.9 191.5 83.9 238 107.7 4.4%
Distribution and administrative
costs (827.5) 0.7 (826.8) (638.6) (12.3) (650.9) 29.6%
Share of results from joint
ventures and associates? (0.9) - (0.9) 0.7 - 0.7 -
EBITDA® 73.1 104.6 177.7 43.3 6.0 49.3 68.8%
Depreciation, amortisation and
impairment (168.9) - (168.9) (136.1) (99.0) (235.1) 24.1%
Loss on disposal of subsidiary - - - - (1.1) (1.1) -
Net Finance costs (52.8) - (52.8) (27.6) - (27.6) 91.3%
(Loss) before tax (148.6) 104.6 (44.0) (120.4) (94.1) (214.5) 23.4%

(1) Revenueis online sales (net of returns) including charges for delivery but excluding relevant vouchers/offers and value added tax. The recharge of costs and associated fees to our UK
Solutions clients and International Solutions clients are also included in revenue with the exception of recharges to Ocado Retail which are eliminated on consolidation.

(2) Share of results from joint ventures relates to joint ventures where the Group does not exercise control such as MHE JVCo and Infinite Acres Holdings BV. The Ocado Retail joint
venture, over which the Group exercises control, is not included in this category as its results are fully consolidated.

The commentary is on a pre-exceptional basis to aid understanding of
underlying performance of the business.

Group revenue for the period increased by 32.7% to £2,331.8 million in
comparison to FY 2019 revenue of £1,756.6 million. This was primarily
driven by a 35.3% increase in Retail revenue, reflecting increased
demand driven by Covid-19 restrictions, with a £31 increase in the
average basket value from £106 to £137. The Group also began

to recognise revenue under IFRS 15 in its International Solutions
business following the successful commencement of operations at
the first two international CFCs in Toronto and Paris, with reported
revenue of £16.6 million. Total invoiced fees across all International
Solutions partners were £123.9 million, an increase of 52.2%
compared to the prior period. Cumulative fees not yet recognised as
revenue at the end of the period stood at £256 million.

Gross profit grew strongly, particularly in the second half of the period,
principally due to the increase in revenue in UK Retail and change

in product mix. Other income grew at a lower rate than revenue, at
4.49% to £87.6 million, due to a lower rate of growth in media income
compared to overall Retail revenue, and primarily relating to changes
in product range implemented due to the additional demand caused
by Covid-19.

EBITDA® for the period was £73.1 million (2019: £43.3 million). The
benefit of higher revenues and operational efficiencies in the UK
Retail business was offset by the increased investment in areas to
support our platform growth, including additional headcount to
support our international relationships, and technology resources
to help scale and improve the platform and infrastructure needed to
support our UK and International business. In addition we incurred

® See Alternative Performance Measures on pages 293 and 294.
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higher Covid-19 related costs such as frontline worker bonuses and
additional safety measures, received lower fee income from Morrisons
due to a revised agreement which temporarily releases Erith capacity
following the Andover fire, and incurred higher management
incentive, FX and other acquisition related costs.

Depreciation, amortisation and impairment increased by 24.1% to
£168.9 million, primarily due to an increase in amortisation costs
relating to our investment and rollout of OSP software.

Net finance costs increased from £27.6 million to £52.8 million,
primarily due to increased interest expense as a result of the £600
million unsecured convertible bond issued in December 2019, and
the £350 million unsecured convertible bond issued in June 2020. The
majority of the increase year-on-year was due to non-cash accounting
charges for these instruments. Furthermore, the Group terminated the
existing Revolving Credit Facility (“RCF”) which resulted in the release
of previously capitalised finance costs.

As a result of the above, and exceptional items of £104.6 million
primarily relating to insurance proceeds from the Andover CFC, the
statutory loss before tax for the period was £(44.0) million (2019: loss
of £(214.5) million).

Trading Review by Segment

Segment revenue and Segment EBITDA® are shown below.
Consistent with the prior period, the Group has three reportable
trading segments, which reflect the structure of the Group following
the sale of 50% of Ocado Retail to Marks and Spencer Group

plc (“M&S”). These are: Retail, UK Solutions and Logistics, and
International Solutions.
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Financial Review

Continued

In the second half of the year, a detailed review of Group
administration costs was undertaken to assess how Group Operations
support both UK and International segments in light of the significant
investments made to support future platform growth across the
Group. This has resulted in the re-allocation of certain administrative
costs between UK, International and Other segments. FY 2019 results
for these segments have therefore been re-presented to ensure
comparability year-on-year, in addition to the restatement of segment
EBITDA® reported at the half year, relating to the re-presentation

of leases under IFRS 16. There is no impact from these changes on
overall Group EBITDA® for FY 2019.

Retail

FY 2020 FY 2019

£million £million Growth
Revenue 2,188.6 1,618.1 35.3%
Gross profit and other income 749.0 532.6 40.6%
Distribution costs™” (491.8) (417.3) 17.9%
Marketing (non-voucher)
costs (22.1) (20.0) 10.5%
Other administrative costs!” (86.6) (54.7) 58.3%
EBITDA®" 148.5 40.6 265.8%
Effect of IFRS 16 22.8 19.5

(1) Distribution and other administrative costs exclude depreciation, amortisation and
impairment

@ EBITDA® does not include the impact of exceptional items

FY 2020 was a landmark year for Ocado Retail with revenue* growing
by 35.3% year on year to £2,188.6 million and EBITDA® expanding
from £40.6 million to £148.5 million.

Revenue

Retail Revenue grew by 35.3%, driven by strong customer demand
and enabled by a significant increase in the peak day capacity of

all three mature CFCs. Customer behaviour shifted significantly
following the introduction of Covid-19 restrictions and this allowed
Ocado Retail to spread customer orders more evenly over the whole
week compared to the normal peaks and troughs. The change

in the demand shape of the week combined with an increase in
peak day capacity led to volume growth of 28.1% year-on-year. An
increase in both the average units per basket and a small increase
in the average selling price led the average basket value to increase
by £31 to £137 (2019: £106). Covid-19 has put extra pressure on our
suppliers’ supply chains resulting in lower product availability and
higher levels of substitutions during FY 2020. Substitutions are now
back to normal levels and product availability is expected to return
to normal levels once the Covid-19 related restrictions are eased.
Due to unprecedented demand, higher frequency from our most
loyal customers and significantly increased basket size, Ocado Retail
deployed increased capacity to serve a smaller number of active
customers, with new customer acquisition activity paused, resulting
in a decline in active customers over the year from 795,000 to 680,000.
Increased CFC capacity in FY 2021 will provide the opportunity to
serve more customers.

® See Alternative Performance Measures on pages 293 and 294.
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Gross Profit and Other Income

Gross profit and other income increased by 40.6% to £749.0 million,
driven by higher revenue and improved product mix, together with
the benefit of the termination of the Waitrose Sourcing contract in
August 2020 and reduction in stock wastage. Other income grew year
on year but slightly less than the rate of sales growth as we made
certain product range changes to maximise our capacity during the
pandemic.

Distribution and Administrative Costs

FY2020  FY2019

£million £million Growth
CFC 158.0 135.7 16.4%
Trunking and Delivery 235.6 195.5 20.5%
Other operating costs 98.2 86.1 14.1%
Total Distribution costs 491.8 417.3 17.9%

Distribution costs primarily consist of fulfilment and delivery
operation costs which are provided to Ocado Retail by the UK
Logistics operation of the Ocado Group.

CFC costs increased by 16.4% to £158.0 million, significantly less
than the revenue growth due to improvements in productivity
and economies of scale which more than offset Covid-19 related
additional costs.

Trunking and delivery costs increased by 20.5% to £235.6 million,
which was also below the revenue growth primarily due to the growth
in average basket sizes. The larger basket sizes meant that the average
number of customer orders delivered by each van in a week fell to 184
(2019: 196). However, the larger average basket size meant that units
delivered by each van each week increased. Trunking and delivery
also incurred Covid-19 related additional costs but overall the total
cost per item delivered reduced by (9.4)% year-on-year.

Other operating costs of £98.2 million (2019: £86.1 million) include the
costs associated with the provision of the OSP and Logistics services
to Ocado Retail by UK Solutions & Logistics, in addition to payment
processing costs.

Marketing costs (excluding voucher spend) increased by £2.1 million
to £22.1 million, as we invested in preparation of our brand relaunch
in FY 2021, but marketing costs excluding vouchers declined as a
percentage of Retail revenue to 1.0% (2019: 1.2%).

Other administrative costs increased by £31.9 million to £86.6
million to support underlying business growth. This includes the

full year effect of Board and other head office costs following the
establishment of Ocado Retail as a stand-alone business unit in the
prior period. This included strengthening the buying team to source
more products directly from suppliers following the termination of
the Waitrose sourcing agreement. Board costs include the creation of
an annual bonus plan and incentive scheme for senior management
linked to long-term value creation. An accounting charge is required
each year based on an estimate of the current business value.
Payments will be assessed over the life of the scheme, with the first
measurement date for any potential vesting in FY 2022.
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Following the 50% sale of the Retail business to M&S, the UK Logistics
operation of the Ocado Group entered into a contract with Retail to
provide third party logistics services during FY 2019. Included within

the fees payable under this contract are a number of fees relating to the
use of fixed assets (‘capital recharges’). Under IFRS 16, certain fees are
classified as “lease” payments. Therefore, any income that UK Solutions
& Logistics receives for these are removed from EBITDA® and the
corresponding cost in Retail is also removed from EBITDA®. The total
value of these fees in FY 2020 was £8.7 million (2019: £8.5 million).

EBITDA®

EBITDA® for the Retail business was £148.5 million (2019: £40.6
million). Amounts recoverable under business interruption insurance
for Andover are included in Exceptional Income, and therefore are
excluded from the Retail segmental result.

UK Solutions & Logistics

FY2020  FY2019°

£million £million Growth
Fee revenue 117.1 105.9 10.6%
Cost recharges® 537.2 470.1 14.3%
Revenue 654.3 576.0 13.6%
Other Income and cost of
sales 3.4 3.6 (5.6)%
Distribution costs? (544.4) (458.0) 18.9%
Administrative costs®? (68.9) (49.5) 39.2%
EBITDA® 44.4 72.1 (38.4)%
Effect of IFRS 16 2.3 49

Cost recharges include cost recharges to Ocado Retail of £428.5 million which eliminate
on consolidation

(

=

Distribution and administrative costs excludes depreciation, amortisation and
impairment

Segment has been re-presented for FY 2019. For further details refer to note 2.1 of the

=

condensed financial statements

Revenue

Revenue from the UK Solutions & Logistics business increased by
£78.3 million to £654.3 million, an increase of 13.6%. This comprises
the recharge of relevant operational variable and fixed costs by the UK
Logistics operation to its UK partners Ocado Retail and Morrisons, as
well as fees charged to both partners for access to Ocado’s technology
platforms, capital recharges, management fees and research and
development. The increase in fees was due to the increase in CFC
capacity provided to Ocado Retail, partly offset by a loss of fees from
Morrisons as a result of the agreement to take back capacity at the
Erith CFC following the Andover fire until February 2021.

Other Income

Other income, net of cost of sales, was £3.4 million (2019: £3.6 million).
Other income primarily relates to rent received from Morrisons in
respect of Dordon CFC rent recharges.

® See Alternative Performance Measures on pages 293 and 294.
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Distribution and Administrative Costs

Distribution and administrative costs grew by 20.8% to £613.3

million (2019: £507.5 million). These costs consist of fulfilment and
delivery operations costs which are recharged to Ocado Retail and
Morrisons; engineering and other support costs for the provision of
the contracted services, for which fees are charged; and an allocation
of technology and head office costs.

The volume throughput of the CFCs increased by 22.6% year on

year, with distribution costs increasing by £86.4 million to £544.4
million, an increase of 18.9%. Logistics related costs increased due to
higher volumes and additional Covid-19 related costs, offset by cost
efficiencies in both CFC and trunking and delivery operations as a
result of productivity improvements, and growth in capacity delivered
without the addition of new CFCs. Engineering costs increased
above the rate of volume growth as the majority of volume growth
took place in the Erith CFC, which currently has a higher cost as a
proportion of sales. Good progress was made to reduce costs at Erith
which reduced by 20% year on year as a proportion of sales.

Mature CFC (defined as Hatfield, Dordon and Erith CFCs) Units per
Hour (“UPH”) improved by 5.2% to 169.2 UPH (2019: 160.8), driven
mainly by improvements at Erith CFC.

Administrative costs grew by 39.2% to £68.9 million (2019: £49.5
million), primarily as a result of investment in additional headcount
and technology resources to support and improve the platform and
infrastructure needed for UK growth.
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Continued

EBITDA®

EBITDA® from UK Solutions & Logistics activities was £44.4 million,

a decrease of £27.7 million, with the increase in fees from additional
capacity more than offset by the combination of reduced fee income
from Morrisons as a result of the agreement to take back capacity
following the Andover fire, together with the allocation of platform
development costs to the UK Solutions & Logistics segment. The value
of Morrisons fees which has been forgone forms part of the business
interruption insurance claim for Andover, but amounts recoverable
under this claim are included in Exceptional Income, and therefore
are excluded from the UK Solutions & Logistics segmental result.

International Solutions

FY2020  FY2019°
£million £million Growth
Fees invoiced 123.9 81.4 52.2%
Revenue" 16.6 0.5 -
Cost of sales (7.0) - -
Distribution and
administrative costs? (92.9) (55.4) 67.7%
EBITDA® (83.3) (54.9) 51.7%
Effect of IFRS 16 1.6 1.3

(1) FY 2020 Revenue includes £7.0 million of equipment sales to a retail partner recognised
as revenue under IFRS 15. The impact on EBITDA is nil.

(2) Distribution and administrative costs excludes depreciation, amortisation and
impairment

(3) Segment has been re-presented for FY 2019. For further details refer to note 2.1 of the
condensed financial statements

Fees and Revenue

Fees invoiced amounted to £123.9 million (2019: £81.4 million), up 52.2%,
with growth driven by design fees across a number of clients, certain
upfront fees following the announcement of our new partnership with
Aeon, and fees associated with the commencement of operations for
Sobeys and Groupe Casino. Under IFRS15 revenue recognition, fees
relating to OSP are not recognised as revenue until a working solution

is delivered to the partner. In FY 2020 revenue recognised from the
International Solutions business increased due to the “Go live” during the
year of the first CFCs for Sobeys and Groupe Casino.

Distribution and Administrative Costs

Distribution and administrative costs primarily consist of the costs

of operating the technology platform and CFCs for our international
clients, other costs supporting our international partnership
agreements and the non-capitalised costs of employees who are
developing the OSP platform, such as research costs. These costs
grew year-on-year as a result of the increase in headcount to support
building further capabilities to sign future clients, increased people
and cloud costs to support existing international clients in launching
the CFCs, and further improvements in our platform.

EBITDA®

EBITDA® from our International Solutions activities was a loss of £(83.3)
million (2019: £(54.9) million), principally reflecting the increased
investment in our teams and technology to support our international
growth ambitions, and the support costs relating to new CFCs.
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Other Segment

EBITDA® loss was £(36.5) million in the current period (2019 loss:
£(14.2) million). The “Other” segment represents revenue and costs
which do not relate to the other three segments. This includes Board
costs, the results of the Fabled business that was divested during

FY 2019 and the consolidated results of Jones Food Company. The
increase in costs is primarily due to an increase in share-based
senior management incentive charges, in part attributable to a
strong share price performance in FY 2020, together with net realised
foreign exchange losses of £(4.4) million, principally in respect of

FX movements on US Dollars purchased in preparation for the
acquisition of Kindred Solutions and Haddington Dynamics, and
acquisition related costs of £(3.5) million.

Exceptional Items

FY 2020 FY2019
£million £million
Andover CFC
Write off of property, plant and
equipment - (96.9)
Write off of intangible assets - (2.1)
Loss of inventory - (5.5)
Insurance reimbursement 103.9 238
Other exceptional costs (4.0) (7.3)
Total Andover exceptional 99.9 (88.0)
Disposal of Fabled - (1.1)
Set up costs for the joint venture with
Marks & Spencer - (3.4)
Litigation costs (2.7) (1.3)
Changes in fair value of contingent
consideration 7.4 -
Other exceptional items - (0.3)
Total exceptional items 104.6 (94.1)

Andover CFC

In February 2019 a fire destroyed the Andover CFC, including the
building, machinery and all inventory held on site. The Group has
comprehensive insurance and claims have been formally accepted
by the insurers.

Insurance Reimbursement

Insurance reimbursements of £103.9 million (2019: £23.8 million)
comprise reconstruction and other incremental costs of £59.2 million
(2019: £3.7 million) and reimbursement for business interruption
losses of £44.7 million (2019: £20.1 million). The reimbursement has
been presented within “other income”. A portion of reimbursements
has been received and recorded as deferred income. This will be
released to profit or loss in the future as the rebuilding costs of the
CFCareincurred.
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The Group expects to receive further insurance reimbursement
relating to reconstruction costs and business interruption losses.
Claim negotiations are ongoing and the Group has not included any
future reimbursement since the likely insurance proceeds cannot yet
be quantified accurately. It is expected that income will be recognised
in the future as the costs of rebuilding the CFC and business
interruption losses are incurred.

Other Exceptional Costs

These include, but are not limited to, temporary costs of transporting
employees to other warehouses to work, professional fees relating to
the insurance claims process, reimbursement of employees’ personal
assets that were destroyed, and redundancy costs.

Litigation Costs

Exceptional litigation costs of £(2.7) million relate to legal proceedings
brought by the Group against Jonathan Faiman, Jonathan Hillary and
their company Project Today Holdings Limited in relation to theft and
unlawful use of the Group’s Intellectual Property, and patent infringement
complaints made against the Group by AutoStore AS (a Norwegian
company owned by the US private equity firm TH Lee) and two
subsequent counterclaims made by the Group against AutoStore AS.

Change in Fair Value of Contingent Consideration

In 2019 the Group sold Marie Claire Beauty Limited (trading as
“Fabled”) to Next plc and 50% of Ocado Retail Limited to Marks

and Spencer Group plc (“M&S”). Part of the consideration agreed

for these transactions was contingent on future events. The Group
holds contingent consideration at fair value through profit or loss,
and revalues it at each reporting date. This resulted in a gain of £7.4
million recognised in exceptional administrative expenses in FY 2020.

Covid-19

Covid-19 has impacted all aspects of the business, with the immediate
effects predominantly in the Ocado Retail and UK Solutions and
Logistics businesses. The Group considers the additional costs
incurred and revenues generated as being a fundamental part of
trading during the pandemic, reflecting the associated shifts in
customer behaviour and in working practices. All associated costs
have therefore been accounted for as pre-exceptional.

Whilst we have seen greater interest in our OSP platform as a way for
retailers to meet the global increase in demand for online grocery, we
have also had to work hard to adapt to new methods of engagement
with clients and prospects in light of the international travel
restrictions that have been in place during the year.

The Group has not taken advantage of any of the Covid-19 tax rebates
and other support measures offered by the UK Government or any
overseas Government.

Depreciation, Amortisation and Impairment

Total depreciation and amortisation costs were £168.9 million (2019:
£136.1 million), an increase of 24.1% year-on-year. The increase in
year-on-year costs is primarily due to an increase in amortisation
costs relating to our investment and rollout of OSP software.
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Net Finance Costs

Net finance costs of £52.8 million increased from £27.6 million

in the prior period primarily due to interest expense on the two
unsecured Convertible Bonds issued during the year totalling £950m,
together with the release of previously capitalised interest costs
totalling £2.8 million relating to the RCF which was terminated in the
period. The vast majority of the movement primarily relates to the
accounting charge for these instruments and the impact of IFRS 16,
which are non-cash in nature, offset by finance income relating to
treasury deposits. The coupon paid in the year relating to these two
instruments was £2.7 million.

£0.5 million of interest costs have been capitalised in the period in
relation to the senior secured notes in accordance with the relevant
accounting standards (2019: £0.1 million).

Share of Result from Joint Ventures and Associates

The Group has accounted for the share of results from two joint
ventures; MHE JVCo Limited (“MHE JVCo”), a joint venture with
Morrisons, and Infinite Acres Holdings BY, a vertical farming company
jointly owned with 80 Acres Farm Inc. and Priva Holdings BV. MHE
JVCo holds Dordon CFC assets, which Ocado uses to service its

and Morrisons’ online business and is owned jointly by Ocado and
Morrisons. The Group share of MHE JVCo profit after tax in the period
amounted to £0.5 million (2019: £1.0 million). The Group’s interest

in Infinite Acres Holdings BV was acquired during FY 2019, and
contributed a loss of £(0.9) million to the Group’s results in the period
(2019: £(0.1) million).

Loss Before Tax

Loss before tax for the period was £(44.0) million (2019: loss of
£(214.5) million).
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Continued

Taxation

The Group’s reported tax charge for the period was £25.6 million.
This charge reflects corporation tax payable of £18.3 million, resulting
from the increase in profitability in the Retail business after utilising
all their respective carried forward tax losses. A deferred tax charge of
£6.6 million was recognised in the period representing the expected
future utilisation of UK tax losses and capital allowances. At the end
of the period, the Group had £407.4 million (2019: £284.7 million) of
unutilised carried forward tax losses.

Dividend
During the period, the Group did not declare a dividend (2019: nil).

Loss Per Share
Loss and diluted loss per share were (17.55)p (2019: (30.63)p).

Subsequent Events

Acquisitions

On 2 November 2020, the Group announced that it had agreed to
acquire the entire share capital of two companies, Kindred Systems
Inc. (“Kindred Systems”) and Haddington Dynamics Inc. (“‘Haddington
Dynamics”) for consideration of $260 million and $25 million
respectively (subject to closing adjustments). The acquisition of
Kindred Systems was completed on 15 December 2020, following the
satisfactory completion of closing conditions, including US regulatory
approvals. The acquisition of Haddington Dynamics was completed
on 21 December 2020.

The consideration agreed for the acquisition of Kindred Systems
comprises $257 million of cash paid on completion, and deferred cash
of $3.5 million, payable on the third anniversary of the acquisition.
The consideration agreed for the acquisition of Haddington Dynamics
comprises $8 million of cash paid on completion, and 0.6 million
ordinary shares of Ocado Group plcissued on completion.

Acquisition-related costs of £3.5 million, including legal and
professional fees, have been recognised in the current period within
administrative expenses in the Consolidated Income Statement.

Disposal

On 7 January 2021, Ocado Retail announced that it had agreed to
sell the entire share capital of its wholly-owned subsidiary, Speciality
Stores Limited trading as Fetch, to Paws Holdings Limited for an
undisclosed sum. The disposal was completed on 31 January 2021.

Litigation

On 1 October 2020, AutoStore Technology AS (‘AutoStore”), a
Norwegian company owned by the US private equity firm TH Lee, filed
patent infringement claims against the Group in the High Court in

England, the United States International Trade Commission, and the
United States District Court for Eastern District of Virginia.

AutoStore subsequently applied to the UK intellectual property office
claiming ownership of several Ocado patents relating to elements of
the OSP system.
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The Group is confident in the merits of its defences and in the integrity
of its existing portfolio of IP, together with the disciplined approach
taken to build its capabilities and the OSP system over the last 20
years. It is taking appropriate action to defend against these claims
and to protect its own intellectual property rights.

The Group has subsequently brought two separate proceedings
against AutoStore in the United States - the first alleging patent
infringement and the second an antitrust claim. In the antitrust claim
Ocado has alleged, based on the available evidence, that four of the
five AutoStore patents on which AutoStore has based its case were
procured by fraud against the US Patent and Trademark office.

On 21 January 2021 an application to declare invalid Ocado’s
European patent for its Single Space Bot (part of the OSP system) was
rejected by the European Patent Office, and the patent was declared
to be novel, inventive and valid.

Legal and other costs have been incurred to defend against
AutoStore’s claims and to file the Group’s claims.

Given the early nature of this litigation, the Group does not believe
that any contingent asset or liability should be reflected.

UK Withdrawal from the European Union (“Brexit”)

The conclusion and successful ratification of a binding post-Brexit
Free Trade Agreement between the UK and EU occurred after the
Group’s financial year end. This substantially mitigated many of the
principal risks relating to Brexit for the Group. The impact of this
agreement will continue to be monitored and managed, including
risks to the supply chain. The Group has created buffers of certain
critical ambient and frozen products and engineering spare parts until
there is confidence that the supply chain risk has subsided; however it
is not possible to do this for fresh and short-life perishables.

Capital Expenditure

Capital expenditure totalled £525.6 million in FY 2020 (2019: £260.7
million) as we continued to develop new CFCs in both the UK and
with our International retail partners, and invest in technology to
support our OSP growth ambitions.

FY 2020 FY 2019
£million £million
UK Operations 202.4 88.8
International CFCs 190.6 65.2
Technology, Fulfilment Development
and Innovation 129.2 105.9
Total capital expenditure” @
(excluding MHE JVCo) 522.2 259.9
Total capital expenditure®
(including MHE JVCo) 525.6 260.7

(1) Capital expenditure includes tangible and intangible assets

(2) Capital expenditure excludes assets leased from MHE JVCo under lease liability
arrangements

(3) Capital expenditure includes MHE JVCo capital expenditure in 2020 of £3.4 million and
in 2019 of £0.8 million

(4) FY 2019 reflects changes in the allocation of certain expenditure between International
CFCs and Technology, Fulfilment Development and Innovation to support appropriate
comparison with FY 2020.
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In FY 2020 we invested £135.5 million (2019: £8.2 million) in three new
UK CFCs in Bristol, Andover and Purfleet. These are expected to go
live during FY 2021 which will add approximately 40% more capacity
once the facilities ramp up to full operational throughput. Included
within UK Operations is capital expenditure of £55.2 million for the
Andover CFC which represents the gross cost to the Group. This is
offset by insurance proceeds received to date orin the future, which is
recognised as exceptional income as capital expenditure is incurred.
We have also continued the development work for Erith CFC with
£19.2 million (2019: £39.0 million) invested to support a significant
scale up in operations. The remaining £47.7 million of UK operational
spend (2019: £41.6 million) increased by £6.1 million compared

to the prior period and primarily relates to spend on UK Vehicles,
together with investment in our back office systems and the Group’s
transformation programme.

During the period we invested £190.6 million (2019: £65.2 million)

in developing international CFCs for our clients, with two now
operational, and two more expected to be operational in 2021. Of this
spend, £104.4 million related to the CFCs in North America.

Ocado continues to invest in the development of its own technology
and incurred expenditure of £129.2 million (2019: £105.9 million).
Technology and Engineering headcount now stands at over 2,200
(2019: 1,700 staff), reflecting the increased investment we are making
to support our strategic initiatives. The main areas of investment are
greater use of public and private cloud services, improvements in
the efficiency of our routing systems, enhancements to our customer
proposition, and support for the Erith CFC and existing partners’
future CFCs. In addition, investment in the development of fulfilment
equipment totalled £50.8 million (2019: £33.3 million), enhancing our
next generation fulfilment solutions for CFCs and delivery operations
for all our Solutions partners.

At 29 November 2020, capital commitments contracted, but not provided
for by the Group, amounted to £328.7 million (2019: £93.6 million).

“ Capital expenditure totalled £525.6 million
in 2020 as we continued to develop new CFCs
in both the UK and with our International
retail partners, and invest in technology
to support our OSP growth ambitions.”

® See Alternative Performance Measures on pages 293 and 294.
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Cash flow

FY 2020 FY 2019

£million £million
EBITDA®Y 73.1 433
Movement in contract liabilities 97.5 79.5
Other working capital movements 32.1 (29.0)
Other non-cash items 26.9 (5.1)
Finance costs paid (25.8) (30.6)
Insurance proceeds received 40.0 73.8
Cash settlement of share incentive plan - (80.2)
Taxation paid (18.4) -
Operating cash flow 225.4 51.7
Capital investment (451.8) (259.6)
Insurance proceeds received 25.0 -
Proceeds from disposal of 50% share
in ORL (13.1) 558.3
Dividend from joint venture 7.7 15.6
Increase/(decrease) in net debt®/
finance obligations 881.6 (65.7)
Proceeds from share issues 657.5 59.5
Movement of short-term deposits (260.0) 43.5
Other investing and financing activities (3.7) (20.0)
Movement in cash and cash
equivalents 1,068.6 383.3

) EBITDA® is stated before the impact of exceptional items

Operating cash flow increased by £173.7 million to £225.4 million,
primarily driven by a strong Retail trading performance and growth in
feesin the International Solutions business.

Cash received during the period in relation to our Solutions partners,
excluding VAT (shown in movement in “contract liabilities”),
amounted to £97.5 million (2019: £79.5 million). This reflects stage
payments from both Kroger and Aeon as their CFC build programs
gather momentum, and payments from Groupe Casino and Sobeys
reflecting the achievement of go-live with both of these partners in
the year.

A net decrease in other working capital of £32.1 million (2019: net
increase of £29.0 million), primarily reflects movements as a result

of the increase in retail trading volumes and the timing of cash

flows relating to our expanded capital programme, which overall
contributed a positive movement in cash flow. This gave rise to an
increase in trade receivables of £59.2 million (2019: £29.4 million),
offset by an increase in trade and other payables of £52.8 million, and
an increase in inventory accruals of £38.5 million (2019: (£7.6) million)
due to the increased trading volumes and differences in the invoicing
cycle following the end of the Waitrose Sourcing Contract. Supplier
promotional activity and amounts outstanding with payment service
providers have increased in line with increased volume.
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Financial Review

Continued

Insurance proceeds of £40 million were received in the period relating
to the Andover business interruption claim and a further £25 million
was received relating to rebuilding the Andover CFC and shown within
investment activities in the cash flow.

Cash outflow for capital expenditure in 2020 amounted to £451.8
million as the Group invests for future growth comprising investments
in new CFCs both in the UK and internationally, and development

of our next generation fulfilment solutions. In anticipation of the
acquisition of Kindred and Haddington that completed post period-
end, the Group entered into a contract to purchase USD to hedge

FX exposure prior to completion. The acquisitions completed
subsequent to the year-end, in December 2020.

Investing activities include a net outflow of £260 million relating to
placing treasury deposits, which are not defined as cash equivalent as
the deposit term is greater than 3 months. Other investing activities
included the initial Fabled disposal proceeds of £3.0 million inflow,
joint venture dividends received of £7.7 million, interest received of
£5.2 million and loans made to associated companies amounting to
£11.2 million outflow.

Net debt and financing cash flows for the period were an inflow of
£1,526.0 million. This included £935.5 million from the issuance of two
new unsecured convertible bonds, proceeds from the issue of £646.2
million of new shares, offset by financing fees and £53.4 million of
repayment of other lease liabilities. Other financing activities include
£10.8 million proceeds from the allotment of share options and an
outflow of £13.1 million on final completion of the disposal of the 50%
share of Ocado Retail.

Balance Sheet

The Group had cash and cash equivalents and other treasury deposits
totalling £2,076.8 million (2019: £750.6 million) at the end of the
period, comprising cash and cash equivalents of £1,706.8 million
(2019 (restated): £640.6 million), and other treasury deposits classified
as other financial assets of £370.0 million (2019: £110.0 million). Gross
debt at the period end was £1,405.2 million (2019: £608.2 million),
with net cash at the period-end of £671.6 million (2019: £142.4
million). The balance of other current financial assets comprises loans
to joint ventures and associates.

Trade and other receivables includes £73.8 million (2019: £61.9
million) of amounts due from suppliers in respect of commercial and
media income. Of this amount £56.3 million (2019: £43.1 million) is
within trade receivables, and £17.5 million (2019: £18.8 million) within
accrued income.

Trade and other payables includes deferred income of £16.3 million

in respect of insurance proceeds which have not yet been recognised
as exceptional income. Within contract liabilities, £299.3 million

(2019: £191.8 million) relates to Solutions contracts, payments

made for performance-based payments, or progress payments on
ongoing service delivery. Where invoicing is greater than the revenue
recognised at the end of a period, a contract liability is recognised for
the difference. Within accrued income, £3.8 million (2019: £1.1 million)
is due from our Solutions customers.

Deferred tax assets decreased by £3.6 million to a balance of £23.6
million at the end of the period, primarily due to the utilisation
of brought forward losses by the Ocado Retail business. This was
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partially offset by the recognition of a deferred tax asset on short term
timing differences in the period. Deferred tax liabilities increased by
£3.0 million to a balance of £19.3 million (2019: £16.3 million).

Provisions in the period relating to the insurance reimbursement
decreased by £43.7 million to £5.5 million resulting in the
reimbursement being utilised in the period. An insurance
reimbursement asset and an equal provision of £5.5 million has been
recognised on the balance sheet for the obligation to restore the
original asset at the Andover CFC site under the leasehold agreement.

Included within property, plant and equipment and intangible assets of
£339.1 million (2019: £141.2 million) is capital work-in-progress where
depreciation has not yet commenced. The increase year-on-year relates
to international CFCs, predominantly with Kroger, and the various UK
CFCs that are in progress, specifically Bristol, Andover and Purfleet.

Increasing Financing Flexibility

In the period the Group issued senior unsecured convertible bonds

of £600 million (December 2019) with a coupon of 0.875% due in
2025, and subsequently raised £1.0 billion (June 2020) in additional
funds consisting of a £657 million share issue and issuance of senior
unsecured convertible bonds of £350 million with a coupon of 0.75%
duein 2027. Subsequent to both fundraisings, the Group terminated a
£100 million RCF which had been renegotiated in 2017 and which was
undrawn in the period.

We expect increased demand for the Ocado platform and the
fundraisings carried out in 2020 will allow the Group greater
opportunities to grow faster and capitalise on the worldwide shift

to online retail. The additional capital supports Ocado Solutions in

its ability to sign more clients, build more CFCs, build CFCs faster

and invest in innovation to ensure the Ocado platform stays at the
forefront in the sector. As our client commitments grow we expect
further funding will be required to deliver additional CFC investments.

Key Performance Indicators

The following table sets out a summary of selected unaudited
operating information for FY 2020 and FY 2019:

FY 2020 FY 2019 Variance
Average orders per week (000s) 334 325 2.8%
Average basket size (£s)V 137 106 29.2%
Average deliveries pervan per
week (DPV/week) 184 196 (6.1)%
Mature CFC efficiency (units
per hour)? 169 161 5.0%
Active customers® (000’s) 680 795 (14.5)%

Source: the information in the table above is derived from information extracted from
internal financial and operating reporting systems and is unaudited. Fabled is excluded
from both years.

(1) Average basket size refers to results of Ocado.com and Fetch.

(2) Measured as units dispatched from the CFC per variable hour worked by Hatfield CFC,
Dordon CFC and Erith CFC operational personnel. We consider the mature CFCs to
be Hatfield, Dordon and Erith. FY 2019 therefore now includes Erith UPH to enable
comparison.

(3) Customers are classified as active if they have shopped on ocado.com within the
previous 12 weeks
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Response
to Covid-19

The Covid-19 pandemic has been a time of real challenge, globally.
At Ocado Group, we faced a different challenge to many; scaling
up Ocado.com to play its part in feeding the nation, and helping
our other partners in the UK and internationally to launch and/or
ramp up their online businesses more rapidly against a backdrop
of a likely long-term increase in demand for online. Meeting these
challenges, amidst ongoing disruption, has required resilience and
resourcefulness across the business. We put our people first, so we
could be our best, and deliver our best, for all our stakeholders.

Prioritising the wellbeing
of colleagues to delivery for
stakeholders during Covid-19

Our People

At Ocado Group, we have over 18,500 employees, working across
several countries and varied roles, from technology to logistics. The
pandemic required adapted ways of working, for both frontline

and office employees, almost overnight. Ensuring the safety of our
colleagues was our first priority, combined with a fast and holistic
approach to supporting everyone through the potential challenges to
wellbeing that pandemic-related disruption might represent. We can
proudly say, as reflected in colleague surveys, that this action enabled
us to maintain the wellbeing of our colleagues through the hardest
months of the Covid-19 crisis. In turn, our people were able to adapt
and deliver even more for our stakeholders than originally planned,
during a critical time.

Customers and Community

In our home market of the UK, though unprecedented demand
required difficult proactive decisions to prioritise the most vulnerable
and most loyal customers, we helped Ocado Retail to deliver many
more groceries to households than ever before. We increased
Morrisons in-store fulfilment capacity several fold, enabling them to
also do their part to feed the nation at a crucial time.

Away from the front line, we opened up our Rapid Router platform
to parents and caregivers, to support continued home learning as
part of our mission to #KeepKidsCoding and develop STEM skills
in the next generation.

-> Read more on page 81

Partners

For our operational partners in the UK and abroad, our teams
successfully enabled them to deliver much faster growth, with better
efficiency. Despite widespread disruption, we delivered our first two
international CFCs ahead of plan and have continued to successfully
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ramp them throughout the remainder of the year. We have seen no
material delays to other ongoing projects, are in talks to accelerate
future sites with partners, and have expanded our relationships with
some partners to include in-store fulfilment services, helping them
to meet the tactical demands of the material acceleration in online
grocery worldwide.

- Read more on page 35

Investors

We have continued to deliver on our strategic ambitions in the short
and long term, to deliver value for shareholders. We have grown
faster for, and with, our partners during this challenging period,
whilst continuing to invest in innovation. Following significant capital
raises in the year, we are well positioned to take advantage of our full
opportunity set in the medium term.

- Read more on pages 18 to 20

70+

health and safety
process changes

10%

bonus for front-line staff,
globally with sick pay from
day one

Mind Yourself 2

CFCs delivered early for
international partners, with
no material delays to ongoing
projects

global taskforce initiative
for employee wellbeing
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How We Manage Our Risks

The Risk Management Framework

Ocado’s risk management process is designed to improve the
likelihood of delivering our business objectives, protect the interests
of our key stakeholders, enhance the quality of our decision-making,
and assist in the safeguarding of our assets, including people,
finances, property and reputation.

The Board is responsible for the review and approval of the risk
management framework and for the identification of Ocado’s key
strategic and emerging risks. The Audit Committee, delegated by

the Board, is responsible for the review of the effectiveness of risk
management, the system of internal control, and the monitoring of
the quality of financial statements and consideration of any findings
reported by the auditor, Deloitte LLP, in relation to Ocado’s control
environment and its financial reporting procedures. The review covers
all significant controls, including financial, operational, compliance
controls, and risk management systems.

The key features of our system of internal control and risk management,
including those relating to the financial reporting process, are:

« Anorganisational structure with clear segregation of duties, control
and authority, and a framework of policies covering all key areas;

+ Asystem of financial reporting, business planning and forecasting
processes;

« Acapital expenditure approval policy that controls Ocado’s capital
expenditure and a post-completion review process for significant
projects;

+ Monitoring the progress of major projects by management and the
Board;

« Anexecutive-led Risk Committee and a Governance, Risk and
Compliance team which monitor Ocado’s risks;

+ AnInformation Security Committee and an Information Security
team which monitor Ocado’s information security;

+ APersonal Data Committee and data protection team that support
data privacy governance;

« AnInternal Audit function that provides independent assurance on
key risks, controls and programmes;

« Atreasury policy overseen by a Treasury Committee that manages
Ocado’s cash and deposits, investments, foreign exchange and
interest rates, so as to ensure liquidity and minimise financial risk; and

« Other control measures outlined elsewhere in this Annual Report,
including legal and regulatory compliance, health and safety
compliance, food and product safety compliance and business
continuity planning.

Ocado Risk Management Process

The Ocado risk management process is designed to identify key

risks and to provide assurance that these risks are understood and
managed in line with the agreed risk appetite. The risk appetite is
reviewed by the Board as part of its annual strategy review. The risk
management process is aligned to our strategy and each principal risk
and uncertainty is considered in the context of how it relates to the
achievement of the Group’s strategic objectives.

The Risk Committee reviews an overall risk report twice a year and
thisisin turn discussed by the Audit Committee and the Board.

The risk report captures the most significant risks faced by the
business, including any emerging risks, and identifies the potential
impact and likelihood at both inherent level (before consideration
of mitigating controls) and a residual level (after consideration of
mitigating controls). The appetite for each key risk is also discussed
and assessed with a target risk position agreed to reflect the level of
risk that the business is willing to accept. This process for identifying,
evaluating and managing the principal risks faced by the Group

Ocado Risk Management Process

(1]

(2]

Strategy

Review
Risks

Evaluate
Risks

Implement
Mitigation

Our strategy informs

the setting of objectives
across the business and is
widely communicated.

Executive Directors
evaluate the most
significant strategic risks
for the Group. In addition,
each divisional director or
selected department head
prepares a risk register
for their respective
division, identifying

and highlighting their
significant risks. The Risk
Committee oversees risk
control processes and
risk analysis from each
part of the business,

and reviews these top
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down and bottom up
representations to ensure
that no significant risks
have been omitted.

Divisional directors

or department heads
identify how they will
manage, and accept or
mitigate, their significant
risks. These actions are
then summarised into a
description of the Group-
wide mitigation process
for each risk.

Group-wide risks and
mitigation processes are
regularly reviewed by the
Risk Committee and by
the Audit Committee.
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operated during the period and up to the date of this Annual Report.
Such a system can only provide reasonable, and not absolute,
assurance, as it is designed to manage rather than eliminate the risk
of failure to achieve business objectives.

-> For further information on the review of financial reporting, refer
to page 132 of the Audit Committee report.

Covid-19 impact on the Group

The Board continues to monitor the impact of Covid-19 on the
business. The year-end risk assessment conducted by the Board
considered both the specific consequences of Covid-19 and its effect
on the underlying principal risks managed by the business.

As outlined in the half-year statement, the Group has implemented
extensive measures to mitigate the effects of the pandemic on its
business. These measures are intended to ensure the health and
safety of its employees, customers and suppliers and to ensure the
continuity and operational effectiveness of the business, both the
Retail and Solutions divisions. These measures are wide-ranging and
include: implementing rapid-response Covid-19 tests for frontline
employees; following government guidance in closing offices and
introducing home-working; introducing social distancing and
hygiene measures in CFCs, vehicles, spokes, construction sites and
at customers’ doorsteps to keep employees and customers safe;
engaging with government and specialist advisers; and instigating
business continuity plans and regular monitoring.

The Group continues to monitor government guidance carefully
and where needed adapts its operational protocols and processes
to safeguard Retail customers and employees, so as to cater for the
continued operation of the Retail business and to allow the OSP
programmes to progress as planned.

Although the principal risks as stated prior to the pandemic remain
largely unchanged in substance, the pandemic has increased the
likelihood and effect of some of those risks. For example, international
travel restrictions impede the Group’s ability to bring technical
expertise to bear on some Solutions client projects, increasing the
possibility of delays or quality issues. Similar risks apply to the on-
boarding of new overseas manufacturing and supply chain partners,
further affected by the challenges posed by a lack of available
shipping. The level of Covid-19 related sickness both in production
and in the supply chain is understood to be a factor in having a
negative impact on the supply of goods.

The immediate effect of lockdown on the Retail business was a
multiple-fold increase in demand for online groceries, massively
exceeding our available CFC capacity in the UK. In ensuring the
continuity of the Retail operations, measures were taken both to
restrict access to the webshop and to prioritise availability of delivery
slots to the most loyal and most vulnerable customers. The platform
has been adapted and steps taken to increase capacity rapidly to
allow more groceries to be delivered to customers, but this has
affected some customers and meant that our product availability and
order fulfilment KPIs have been lower than typical for our business.

Stock Code: OCDO

UK Withdrawal from the European Union
Brexit impact on the Group

The Group is continuing to closely monitor the developments

and impact following the UK’s exit from the EU (“Brexit”). A Brexit
readiness committee was established in 2018, to prepare the Group
for the post-Brexit economic arrangements and has been progressing
the readiness alongside the ongoing Brexit negotiations, extensions,
transition, deals and the actual exit.

The conclusion and successful ratification of a binding post-Brexit
Free Trade Agreement (FTA) between the UK and the EU substantially
mitigated many of the principal risks for the Group, but the impacts of
that agreement are continuing to be monitored and managed.

The Group considered the impact in a number of areas:
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Employees

The Group has a dedicated and talented workforce, a substantial
number of whom are EEA nationals in many different business areas.
The ability of these employees to continue to live and work in the UK
is of critical importance, although the UK Settled Status Scheme has
substantially mitigated that risk. Applicable employees have been
encouraged to take advantage of that scheme.

Our technology division has several software development centres
in the EU that work closely with their UK based colleagues. We

are providing support to those UK and EEA nationals who need to
travel or relocate between the UK and the EU, given the travel and
migration frameworks that are now in place, to ensure that the
efficiency of these centres is not impacted.

Supply Chain

The UK imports about 30% of its food from the EU and the Group
does not differ significantly from this average. Our supply chains
have been developed as part of this established system, allowing
for wide product choice, short ordering times and low inventories.
Whilst the FTA means that there is no longer a risk that tariffs will
impact on cost prices, the Group is continuing to monitor the
impact on cross-border haulage, where border check delays,
documentation problems, reduced capacity and inflated haulage
charges could impact on costs or lead to delisting of some short-
life products or reduction in ranges.

Prior to the end of the transition period, the Group had created
buffers of certain critical ambient and frozen products, which will
continue to be maintained until there is confidence that the supply
chain risk has subsided. It is not possible to do this for fresh and
short-life perishables.
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How We Manage Our Risks

Continued

Technology

+ Ocado Solutions exports UK-produced technology and equipment
to our partners in the EU and imports a significant proportion
of the components in the automation, warehouse, delivery and
maintenance equipment used in Ocado’s operations from the EU.
Buffers of technology components, including bots, will remain in
place at the major build sites, along with additional spares at the
operational sites.

+Any future divergence in standards or other trade barriers may
reduce our competitiveness and the Group will continue to
monitor any such developments. Tariffs are no longer a concern
although the Rules of Origin could have some impact.

« The Groupis closely involved in a number of EU collaborations in
research and development. Whilst the EU funding is important,
access to EU-based academic skills, knowledge and collaboration
with other corporates is more important. The Group is pleased to
see that the UK will continue to participate in EU research funding
programmes, such as Horizon Europe as if it remains a member
state. Our EU-located development centres will also provide
opportunities for access to EU-based academic institutions.

+ Ocado Solutions’ technology and engineering teams are designing
equipment for our UK and international partners. The Group’s
approach will be adapted given that certification by a UK authority
will no longer be suitable for both the EU and the UK.

+ Thelack of an adequacy rating between the EU and UK for data
protection remains a risk to the services provided to EU based
clients, which the Group is continuing to mitigate through
contractual clauses with relevant suppliers and clients and
intra-Group agreements.

The Group had engaged with suppliers, partners and external
advisers to explore solutions to these risks to its business. Aside
from considering the impact of Brexit on its operations and business
model, the Board gave consideration to Brexit in the context of
reviewing its viability and going concern, as noted below. The
Company also considered the impact of Brexit as part of its post
Balance Sheet events review process and did not identify any
adjusting events.

2020 concluded with the agreement of the trade deal between the
United Kingdom and the European Union. This was a considerable
relief to all UK companies that are dependent on trade with the EU
and substantially reduced the risks that had been identified in last
year’s Annual Report.
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Still, the UK’s exit from the free market necessitates new cross border
procedures and documentation. These changes are likely to delay
and reduce overall volumes of goods passing through the border,
whether due to reduced border capacity, or pre-emptive actions taken
by hauliers.

In respect to Ocado specifically, it is too early for those capacity
constraints to have directly impacted the Ocado Group operations.
The risk remains that delays will impact on the availability of the
components essential to the CFC builds in the UK and the EU, be
they due to reduced border capacity or the pre-emptive reductions
by hauliers.

Contingency measures taken during the transition period in late

2020 remain in place to mitigate any potential impact, including a
contingency of components at the major build sites, additional spares
at the operational sites and additional high-risk grocery stock within
the CFCs or the UK supply network.

Any impact of Brexit on the import of groceries and other products for
Ocado Retail is also not yet significant, particularly when compared to
the current Covid-19 related issues.

Another Brexit related issue includes the ongoing ability to transfer
data between the EU and the UK, given that the deal agreed did not
include an adequacy rating for the UK. As part of the agreement
between the UK and the EU, there is a transitional period of at least 4
months (the EU may extend this period by another 2 months), when
personal data can be transferred from the EU to the UK without any
additional measures. During this period, the EU will decide whether
or not the UK will be granted a finding of adequacy. There are no
changes to the way that personal data is transferred from the UK to
the EU. In the case that the UK is not granted a finding of adequacy,
there would be a potential risk of disruption to providing OSP services
to EU clients. We are working with the business to review contracts
with our clients and suppliers, making sure we have appropriate
safeguards in place to continue the safe transfer of personal data to
and from the EU following this period.
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Emerging Risks

As part of the ongoing risk management process, emerging risks have
been identified and assessed. These risks are deemed to be very
significant but are not listed as one of the Group’s principal risks. The
business will bring additional focus to these emerging risks and look
at actions for addressing them.

One such emerging risk is climate change and the impact of this

on our business. Given the rapid global expansion of the business,
increasing complexity and the increasing importance of climate-
related performance to our stakeholders, the Risk Committee
discussed the strategic risks and opportunities posed by climate
change and other related environmental and social issues. The
Group is commencing a project to look at the Group’s strategic plans
for addressing climate change issues. The Board has had initial
discussions regarding a new carbon strategy as part of the new
corporate responsibility strategy. The carbon strategy will include
detailed plans to address carbon and energy efficiency, and the Board
will review these plans further in due course. Further information

on our strategic priorities for climate change is contained on pages
83to 84.

Stock Code: OCDO

Another emerging risk relates to the acquisition of two specialist
robotic companies, Haddington Dynamics and Kindred Systems,
during the period. Both acquisitions represented a strategic
opportunity to accelerate our delivery and innovation in the area

of robotic manipulation solutions. However, the Group may fail

to realise the expected benefits of these acquisitions, including
improving the speed, accuracy, product range and economics for
robotic manipulation. In addition, the commercial opportunities to
enter new markets for robotic solutions outside of grocery in general
merchandise and logistics sectors may not be realised or be as strong
as forecast. Realising value and innovation improvements will depend
on a number of factors, including effective integration of the new
businesses and their technology capabilities into the Group’s existing
arrangements. A post-integration plan has been developed and will
be monitored by the Board. Whilst these risks exist, the acquisitions
are an important part of the Group developing robotic picking, which
is seen as an area of growth for the business and an important part of
the platform for Solutions clients.
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Principal Risks and Uncertainties

The principal and emerging risks are discussed and monitored
throughout the year to identify changes to the risk landscape. The
Board carried out its assessment of principal risks and uncertainties
towards the end of the period. Set out overleaf are details of the
principal risks and uncertainties for the Group and the key mitigating
activities used to address them. The risks have been listed against the
most relevant Group strategic objectives and are not set out in any
order of priority orimportance. The inherent (or pre-mitigation) risk
movement from prior year for each principal risk and uncertainty has
been assessed and is presented (per the key on page 64).

=> For further information on the financial risks, see pages 246 to 249
of the notes to the Financial Statements.
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How We Manage Our Risks

Continued

Strategic
Objective

Risks

Mitigation
Action/Control

Change During
the Year

&

Improving the
Proposition

Risk of decline in high service levels in the retail

business. Covid-19 related disruption adds an
additional element of risk®

.

Ongoing monitoring of the key performance
indicators and regular review meetings with
Operational Management and Ocado Retail
Management.

Continuing initiatives to improve operational
performance of the CFCs and scaling of
operations at Erith. These arrangements help
reduce the impact of operational problems
in CFCs on customer service levels.

Covid-19 mitigations in place, as described
on page 61.

T

The risk has
increased
during the
period from
the impact of
Covid-19 on
the operations.

Risk of failing to maintain a retail proposition
which appeals to a broad customer base and
sustains growth rates?

Continuing to refine and monitor the pricing
and value to customers.

Development of own-label range.

Closer supplier arrangements on product
range and terms.

Continuation of investment and optimisation
of the marketing channels to acquire new
customers.

Continued improvement of webshop
and apps.

Development and roll-out of further
immediacy sites.

-

Risk that current Solutions pricing levels may
not provide both acceptable returns for our
shareholders and attractive long-term cost of
ownership for our clients, whilst delivering a
viable fully operational end-to-end customer
experience

Full review of projected financial impact
undertaken before signing any new
partnerships.

Periodic review of financial model and
delivery costs and close relationship with our
partners provides oversight. The amount of
capital invested in our platform is carefully
controlled to manage costs.

Regular review of rate of software
development and regular platform
steering meetings.

Resources and capabilities are scaled and
reallocated to help meet Ocado Solutions
project deadlines.

There is an ongoing programme of design
improvements for the platform.

Key:

T Increased
sL Decrease

—> No Change

For notes see page 67.
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Strategic
Objective

Risks

Mitigation
Action/Control

Change During

the Year

Maximising
Efficiency

Risk of failing to deliver a sustainable operational

infrastructure able to execute effectively the
requirements for multiple Ocado Solutions
contracts, simultaneously in many international
locations, and risk of failing to develop suitable
management, technological and engineering
capabilities

The Group transformation team supports
the business in the implementation of the
new operating model and transformation
roadmap, which includes people, process
and systems, to transform the business.

Development of cross-functional
programme governance committees to
provide programme oversight and regular
management oversight meetings.

Increased hiring of key skills.

Review of reward frameworks, performance
management and succession planning for
all parts of the Group is underway.

-

Risk of delays in the generation of additional
capacity in the UK and delivery of the
international OSP programme!

Capacity is increasing as Bristol CFC becomes
operational. Further capacity is under
development at CFC5 (Purfleet) and CFC3
(Andover).

Dedicated resources continue to work on
modularising technology to enable faster
replication and reduced build times.

Regular Steering and cross-functional
implementation meetings and Management
oversight for new CFC projects, including
managing programme risks, milestones and
actions.

New programme management framework,
tools and process mapping for improved
project delivery.

-

&

Utilising
Proprietary
Knowledge

Risk that technological innovation supersedes
our own and offers improved methods of
distribution to consumers

Establishing our identity as a technology
business, international platform provider and
innovation factory.

Engagement with a wide number of
international grocers to understand market
needs.

Experienced teams in place who understand
the current solutions and are aware of global
alternatives used in other industries.

Horizon scanning over a five year timeframe
to identify new opportunities.

-

Stock Code: OCDO

Annual Report and Accounts Ocado Group plc

65

(7]
-
=
=]
m
@
(o]
x
m
O
o
~
-




How We Manage Our Risks

Continued
Strategic Mitigation Change During
Objective Risks Action/Control the Year
Risk of failing to protect Ocado’s own IP or risk « Conducting “freedom to operate” searches T
Q . 2 of infringing a third party’s IP (including the risk on selected technologies in selected
(8'¢8) of an adverse outcome in current litigation or jurisdictions and monitoring IP filings
patent office opposition/review proceedings) by a large number of companies. Therisk has
Utilising which could resultin loss of use of the Group’s . Opgoing effort to innovate and patent new increased
Proprietary IP, financial damages or harm to the Company’s inventions. during the
Knowledge reputation or relationships® + Expansion of IP team to help with IP period giyen
) o the ongoing
protection work and training of key staff. patent litigation
«  Where necessary, we take steps to protect and other
our IP from unauthorised use. proceedings,
« Where appropriate, obtaining specialist see page 56.

or legal advice, including to help ensure
our ability to use our IP is not restricted by
infringement claims.

« Combined internal and external legal counsel
management over litigation and other
proceedings.

&

Operational

Risk of supply chain disruption, in particular for
single source equipment, adversely affecting
product availability, delivery, reliability and cost,
resulting in delays to contractual commitments
and loss of revenue

+ Actively managed risk matrix reviewed by
supply chain and procurement areas to
manage key suppliers and components.

+ Agile approach to manufactured products,
including the ability to divert any product to
sites with the most pressing requirements.

+ Supplier assessments, due diligence and
site audits undertaken during development
process.

« Supply chain demand monitored against

supply capacity constraints by steering group.

Risk of a safety incident

« Experienced technical experts monitor and
audit compliance against relevant safety
regulations, policies and procedures in safety
areas, including food, product, occupational
health and construction.

« Supplier approval and certification process.

« Training, risk assessments and safe systems
of work prepared by qualified staff to raise
awareness and knowledge.

+ Active monitoring of regulatory changes
supported by external expertise and advice.

For notes see page 67.
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Strategic

Objective Risks

Mitigation
Action/Control

Change During
the Year

Risk of changes in regulations or non-
compliance affecting our business model
or the viability of Solutions’ deals

.

Operational

Regular monitoring of regulatory
developments to ensure that changes are
identified. Due diligence, territory research
and specialist advice sought for regulatory
issues.

Compliance framework of policies and
procedures and employee training.

-
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Risk of negative effects due to changes in the
global economic and geopolitical environment,
including Brexit, which may impact our business
model

Brexit committee and supply chain teams
monitoring Brexit contingency plans include
supply chain continuity and management
and assessment of changes to trade
arrangements. See further on page 61.

As noted on page 61, the Group has a

Covid-19 steering committee and many other

mitigation plans in place to manage the
disruption to the business from Covid-19.

-

Risk of failing to prevent or respond to a major
cyber attack or data breach that could result
in business disruption, reputational damage,
significant fines or the loss of confidential
business information

IT systems are structured to operate reliably
and securely and some third party testing.

An information security governance
programme overseen by the Information
Security Committee.

A dedicated information security team to
monitor for security issues and respond
to security incidents.

No customer payment card data is held
in Ocado’s databases.

Data Protection Officer oversees the Group’s
privacy compliance programme.

Cyber incident contingency planning.

0

The risk has
increased
during the
period as a
result of the
increasing
external threat
environment,
regulatory
actions and
Ocado’s higher
overall profile.

Risk of business interruption

IT systems are structured to operate reliably
and securely.

Dedicated engineering teams on site with
daily maintenance programmes to support
the continued operation of equipment.
Disaster recovery testing and business
continuity plans continue to be progressed
and updated.

High level of protection for CFCs and
equipment, combined with business

interruption insurance to transfer residual risks.

-

Notes:

(1) The risk described in the 2019 Annual Report as “Risk of decline in high service levels” no longer includes reference to “the transitional period of change associated with the creation
of the retail JV”, whilst recognising that “Covid-19 related disruption adds an additional element of risk”.
(2) The risk described in the 2019 Annual Report as “Failure to maintain a retail proposition” no longer includes reference to “managing changes resulting from our new arrangements

with M&S”.

(3) The risk described in the 2019 Annual Report as “Risk of delays in the generation of new capacity in the UK” has been expanded to include delivery of the international OSP

programme.

(4) The risk described in the 2019 Annual Report as “Risk of infringing a third party’s IP” has been expanded to include the litigation and patent proceedings risk noted.

Stock Code: OCDO
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How We Manage Our Risks

Continued

Context for Going Concern and Viability Statements

The Directors have assessed the Group’s prospects, both as a

going concern and its viability longer term. Understanding of our
business model, our strategy and our principal risks is a key element
in the assessment of the Group’s prospects, as well as the formal
consideration of viability. The Group’s strategy is detailed on pages 30
to 33 and 40 to 46 and our risk management framework is described
on pages 60 to 61.

The Group’s planning cycle is the primary annual strategic and
financial planning activity through which the Board assesses the
prospects of the Group, extending for the five successive financial
years that follow beyond the assessment date.

The planning process involves modelling under a series of assumptions
surrounding both internal and external parameters, with key assumptions
including new partnerships, increased capacity and volume growth, cost
base of the business (logistics, technology and corporate functions),
combined with the effects of major capital initiatives.

The robust planning process is led by the Chief Executive Officer,

the Chief Financial Officer, the Head of Corporate Strategy and other
members of the Divisional Management Team. The Board undertook
a detailed review of the plan during its Strategy Day, which was
approved by the Board.

At the time of preparing the plan, the Group had experienced about
six months of Covid-19 and considered the impact that would be
reasonable to include into the base case which underpins the viability
assessment for the period. Financially, the impact was positive for the
business, though action was required to maintain the safe operation
of the business.

The Group’s trading performance is reviewed by the Senior
Management Team and the Board in the context of the objectives
and targets of the forecast, within which the Group’s strategy
remains embedded.

Liquidity and Financing Position

Following completion of the £1 billion fundraising in June 2020, the
Group has cash of about £2.1 billion as at the end of the period (split
between cash and cash equivalents of £1,700 million and other financial
assets of £370 million, for term deposits which are greater than three
months notice).

During 2020, the Group terminated its revolving credit facility, which
was undrawn. The existing debt, namely our Senior Secured Notes,
carries a covenant of Finance Interest/EBITDA ratio of greater than
2:1,and, as such, the only covenants that must be monitored are
those relating to this debt. As at the 2020 year end, there is £225
million outstanding with a coupon of 4%; the Senior Secured Notes
are repayable in June 2024. The Group also has £600 million and £350
million of convertible bonds, repayable in 2025 and 2027 respectively
if not converted.

® See Alternative Performance Measures on pages 293 and 294.
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As set out in the modelling below, our base case sees the Group depleting
its cash reserves by the end of 2023 and therefore a further fundraise
would be required by the end of 2022.

Under the base case, the covenants are within their limits and there is
substantial headroom due to the forecast EBITDA® growth in the period
supported by modest levels of secured debt, sufficient to support a
further fundraise. This is a key criteria in the assessment of both going
concern and viability.

Operational and Business Impact of Covid-19

The Covid-19 pandemic resulted in high levels of demand for

grocery retail worldwide. In the UK, there was a significant amount

of demand on online grocery retailers which resulted in the Group
being designated as an “essential business” and continuing to trade
throughout lockdown periods. Financially, the impact was positive for
the business, with revenue for Ocado Retail up 27% in the first half of
the financial year and 35% for the full year.

On theinternational landscape, there were some short-term
operational challenges due to a mix of duration and severity of
lockdown restrictions across the geographies in which we operate.
However, overall, there was no material impact on the roll-out of our
CFC programme. Longer term, increased demand as a result of the
channel shift to online retail is expected to be positive for the Group.

The Group did not take advantage of any of the Covid-19 support
measures offered by the UK or any overseas government.

Assessment of Longer-term Viability

In accordance with the UK Corporate Governance Code, the Directors
have determined that three years was the most appropriate period for
assessing the Group’s prospects. Although the Group’s strategic plan
forecasts up to five years ahead, the Directors also took into account
the impact on forecast outcomes of the rapid growth of the business
and its changing strategic opportunities (among other factors) as
evidenced by developments in each of the last three years.

In prior years, we have adopted a three-year time horizon for the
viability period. We also considered the factors that could contribute
to a longer viability period, notably the duration of our Solutions
contracts, the length of the M&S partnership with the Ocado Retail
JVand the recent convertible bond issuances which are repayable in
2025 and 2027 respectively. However, consistent with the assessment
made in prior years, there are strong indicators that would support

a shorter time frame - including the rapid pace of strategic
development for the Group, both in the UK and Internationally.
Strategic development timescales can be further accelerated through
targeted M&A activity, under condensed timescales, as we have seen
with the recent robotic technology acquisitions in the US.

Given the pace of change, there would be significant uncertainty when
considering modelling beyond a three-year time horizon. As such,

the Directors have concluded that a three-year time horizon remains
appropriate for the viability review.

WWW.ocadogroup.com



Financial Modelling

The Group has modelled three scenarios in its assessment of going concern and viability.

These are:

« The base case.

«  Downside stress tests.

« Asevere downside and reverse stress test.

Stress test scenario
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Group Principal Risk

A material delay in rolling out new UK capacity with reduced revenues
as aresult

& © &

Service Levels, Retail Proposition, CFC Capacity &
Partner Delivery, Business Interruption

A material proportion of our operational workforce is unable to attend
work due to mass outbreak of Covid-19 impacting throughput and
service to our partners in the UK

& © &

Service Levels, Retail Proposition, CFC Capacity &
Partner Delivery, Supply Chain, Safety,

Global Economic & Geopolitical Environment,
Business interruption

Severe downside scenario: A material increase in the cost base of the
business equivalent to an increase of 1% of retail partner sales across
the viability period

This scenario acted as the “reverse stress test” case to assess when
viability is no longer maintained

&

Commercial viability, Supply Chain, Safety,
Regulatory Compliance

Stock Code: OCDO
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How We Manage Our Risks

Continued

The Base Case

The Going Concern and Viability assessments use as their base the
Five Year Plan approved by the Board, updated to reflect the recent

robotic acquisitions, 2020 financial performance and the 2021 Budget.

The Five Year Plan assumes that the existing Senior Secured Notes
remain in place until maturity in 2024. The RCF has been terminated
in the period and does not factor in the analysis. The Convertible
Bonds issued with maturity dates of 2025 and 2027 are assumed to
remain in place and unconverted.

The Five Year Plan has a cash position of £2.1 billion as at the end of
the 2020 financial year, and showed positive cash headroom through
until the end of 2023.

The Plan for the 2021 financial year assumes a continuation of the
strong UK Retail volumes throughout the first two quarters of the year.
Capital expenditure in the 2021 Plan is assumed to continue to deliver
the roll-out of the CFC programme both in the UK and internationally.
In the event that the pace of growth in CFC roll-out is slower than
anticipated, the impact on cash flows in the short-term would be
positive and is therefore not considered a risk for the purposes of
going concern and viability.

Based on the operational cash flows assumed in the plan, our
expectation is that a further fundraise would be required in the
viability period in order to support ongoing capital expenditure
requirements. There remains some optionality around this
requirement as the pace of investment spend is increasingly
uncommitted and therefore the timing is within Management control
provided going concern is maintained.

With growing revenue and EBITDA® , and relatively modest levels of
existing debt, we believe that a fundraise would be achievable in the
equity, debt and/or convertible bond markets. In addition, we retain
the option to buy back the existing Senior Secured Notes.

Interest cover improves year on year during the viability period. Under
this case, the Group retains strong headroom under the interest
covenant on the Senior Secured Notes throughout the viability period
and sufficient EBITDA® to underpin a fundraise to fund ongoing
capital expenditure requirements. The Directors concluded that both
going concern and viability would be maintained under the base case
scenario, with significant headroom.

® See Alternative Performance Measures on pages 293 and 294.

70 Ocado Group plc Annual Report and Accounts for the 52 weeks ended 29 November 2020

Downside Stress Tests

Two downside stress tests were undertaken to determine the sensitivity
to going concern.

The first case reflects a material delay in rolling out new UK capacity
resulting in reduced revenues across the assessment period. This was
modelled as a six-month delay to the go-live of new UK Capacity, whilst
capital expenditure is still incurred as per the base case across the
three-year period.

The second case reflects a material decline in our ability to fulfil
customer demand due to the Covid-19 pandemic impacting the ability
for the workforce, resulting in reduced revenues and higher costs
across the going concern period. This was modelled as a reduction in
throughput, as a result of an increased level of absenteeism of front-line
workers, over a six-month period across all live UK CFCs and Spokes.

Under both scenarios, going concern and viability could be maintained
with limited mitigating actions to be undertaken in the first year, with
improving headroom each subsequent year towards the end of year
three. Both scenarios therefore result in going concern and viability
being maintained.

The Severe Downside Case and the Reverse Stress Test

This case reflects a material increase in the cost base of the business
equivalent to an increase of 1% of retail partner sales across the
assessment period. This would represent a significant increase in the
cost base of the business.

Under this scenario, the 2021 financial year would see a breach with
interest cover falling slightly below the 2.0x required on the bond
covenant. The Directors have identified mitigating actions that would
be sufficient to avoid a breach. These would be readily accessible in
a short time frame, such as a pause on recruitment and discretionary
investment.

From the 2022 financial year onwards, and with no mitigating actions,
the Group remains compliant with its covenants, has positive cash
reserves throughout the period and retains sufficient EBITDA® to
support a fundraise.

WWW.ocadogroup.com



Reverse Stress Test

This case reflects the downside case, with the relevant sensitivity
increased to the point where going concern is no longer maintained.
The modelling undertaken indicates that an increase in costs equivalent
to 2% of Retail Partner Sales would be the maximum that could be
sustained, whilst still maintaining the ability to raise finance for ongoing
roll-out of the Group’s capital investment programme.

Under this scenario, the covenant on the Senior Secured Notes would
likely be breached in the 2021 financial year; however this could either
be remedied through significant mitigating actions to reduce costs, or

by buying back the bonds through available cash. As in the base case, a
fundraise would be required, although the timing would be earlier, in the
2022 financial year. However, the Directors believe that this would still

be achievable under the scenario modelled, subject to global economic
market conditions.

Despite a significantly reduced EBITDA® profile compared to the base
case and other scenarios, as set out above, Group EBITDA® should still
support a material fundraise to fulfil its obligations. Furthermore, this
scenario assumes no mitigating actions. We consider this scenario to be
remote, given the scale of increase in the Group’s cost base that would be
implied, on a sustained basis. There would be scope for cost reductions
and re-phasing the capital expenditure to help manage the cash position
in such a scenario, de-risking the level of in-year funding required.

Confirmation of Viability

The assessment of the Group’s viability considers severe but plausible
scenarios aligned to the principal risks and uncertainties set out

on pages 64 to 67 where the realisation of these risks is considered
remote, considering the effectiveness of the Group’s risk management
and control systems and current risk appetite.

The degree of severity applied in these scenarios was based on
management’s experience and knowledge of the industry to
determine plausible movements in assumptions, including the impact
of Covid-19 on the business.

The Directors have also considered mitigating actions available to
the Group and have assumed that these mitigating actions can be
applied on a timely basis.

Based on the analysis, the Directors have a reasonable expectation
that the Group will be able to continue in operation and meet its
liabilities as they fall due over the three-year period from the approval
of this Annual Report.

® See Alternative Performance Measures on pages 293 and 294.
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Going Concern Statement

The time horizon required for the Going Concern Statement is

a minimum of 12 months from the date of signing the financial
statements. However, consistent with prior periods, a time horizon of
18 months has been adopted.
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Accounting standards require that Directors satisfy themselves that
it is reasonable for them to conclude whether it is appropriate to
prepare financial statements on a going concern basis. There has
been no material uncertainty identified which would cast significant
doubt upon the Group’s ability to continue using the going concern
basis of accounting for the 18 months following the approval of this
Annual Report.

In assessing going concern, the Directors take into account the
Group’s cash flows, solvency and liquidity positions and borrowing
facilities. As above, the Group had £2.1 billion of cash and other
financial assets as at the reporting date. The Group forecasts its
liquidity requirements, working capital position and the maintenance
of sufficient headroom against the financial covenants in its
borrowing facilities. The financial position of the Group, including
information on cash flow, can be found in the section on pages 188
to 269.

In determining whether there are material uncertainties, the Directors
consider the Group’s business activities, together with factors that
are likely to affect its future development and position (see the
information on pages 14-59) and the Group’s principal risks and the
likely effectiveness of any mitigating actions and controls available

to the Directors (see pages 60-71). Given the global economic
uncertainty of the Covid-19 pandemic, and taking into account the
recent guidance issued by the FCA and the FRC, the Directors have
considered the impact of Covid-19 for the going concern review.

After reviewing the Group’s liquidity and financial positions for the
going concern period along with the Covid-19 impact, the Directors
considered it appropriate to adopt the going concern basis of
accounting in the preparation of the Company’s and Group’s financial
statements.
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Engaging With Our Stakeholders

Our materiality assessment: a
key step in developing our ESG
strategy as a solutions provider

Materiality

This year we undertook a materiality assessment to
reflect the significant transformation journey the
business has been on in the last few years into our
role as a global technology company.

Ocado Retail is now a 50:50 joint venture with M&S, and a formal
partner to Ocado Solutions. With the launch of our first international
CFCs, we are set to accelerate into our role as a global software and
robotics solutions provider in grocery fulfilment and increasingly
further afield. In partnership with sustainability consultancy Finch &
Beak, we undertook a robust re-evaluation of those topics that are
most important to our stakeholders and of greatest business impact
in the years ahead.

Materiality Matrix

Energy
Efficiency
&Carbon  Occupational

Emissions Health
& Safety

Food
Waste Talent

Management
. . . Employee
Operational  Diversity
Community Waste  &Inclusion
Engagement Management

Equipment
Life cycle
& Circularity

Importance to Stakeholders ——> High

Low

Determining and prioritising material issues

We have identified the 14 environmental, social and governance
issues which are the most important in shaping our risks and
opportunities and the most likely to impact value for stakeholders
in the years ahead. We determined relevant topics through a

robust process of desk research and stakeholder engagement. In
practice, this meant assessing the likely priorities of each of our key
stakeholder groups, through sustainability reports and reporting
frameworks, industry reports, media scanning, and other internal and
external information. This initial work was further refined through

a series of interviews with key internal and external stakeholders,

to establish a comprehensive shortlist of material topics. Internal
workshops and external panel sessions were used to prioritise and
analyse these topics, which we have reviewed and ratified. For more
information on our ongoing progress in each of these areas, please
refer to the relevant sections of this Annual Report signposted in the
table on pages 74-75.

Environmental

. Energy Efficiency & Carbon Emissions
. Food Waste Management

. Operational Waste Management

. Equipment Life cycle & Circularity

Social

. Attraction Product Quality
&Development & Safety

. Talent Attraction & Development
. Employee Diversity & Inclusion
. Occupational Health & Safety
. Product Quality & Safety

. Community Engagement

Governance

Low Business Impact
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Business Ethics & Governance

Ethics of Artificial Intelligence & Robotics
Data Privacy Management

Cybersecurity

Responsible Sourcing
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We have identified three key
differentiation for Ocado G . These topics are representative
of the defining attributes of the business model and will p

areas of potential strategic

key role in the business sustaining and enhancing its competitive
advantage as a global solutions provider for online grocery. They
are: Energy Efficiency & Carbon Emissions, Talent Attraction &
Development, and Food Waste Management. Of the remaining
topics, we have identified six as important enablers, where
continued progress will put the Group in the best position to go

b

faster in the execution of our strategy. These are Employee D&
Community Engagement, Responsible Sourcing, Product Quality
& Safety, Operational Waste Management and Business Life
cycle and Circularity. The remaining five areas will be carefully
monitored so as to ensure compliance with leading standards to
mitigate risk.

In accordance with these insights, the outcome of this materiality
assessment will contribute to ongoing refinement of our Group

strategy going forward.

’
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Engaging With Our Stakeholders

Continued

Our material issues and how they influence ability to create value over time.

We continue to make encouraging progress in the environmental, social and governance areas material to the Group’s ability to create
sustainable value. The sections of this report where you can learn more about the specifics of this progress are signposted below.

In addition, a discussion of the Group risk management process, principal risks and associated strategic objectives can be found on pages 60-71,
How We Manage Our Risks. The material topics of greatest impact to the business and importance to shareholders are incorporated within our
principal risks and emerging risks, as a result of the ongoing process to identify, understand and manage key risks, to improve the likelihood of
delivering our business objectives and to protect the interests of our key stakeholders.

Key:

. Environment

. Social

Governance
Example of
Topic Description Opportunity Risk Read more
. Decreasing our carbon footprint by « Lower carbon footprint. « Societal impacts of Corporate
limiting greenhouse gas emissions, . Corporate reputation. climate change. Responsibility
Energy fOIi mstance through energy . Lower operational costs. * Preparedness for pages 82-88
Efficiency & efficient solutions. regulatory changes.
Carbon . Stakeholder pressure
Emissions and boycotts.
. Enabling our retail partners to + Operational cost « Non-compliancewith ~ Corporate
guarantee that no edible food is sent efficiency. regulations. Responsibility
Food Waste to landfills by creating technological . Positive environmental « Operational costs. pages 82-88
Management advances anq proceduresin our— and social impact. . Stakeholder pressure.
customer fulfilment centres, including Innovation oboortunities
food redistribution and anaerobic PP '
digestion.
. Limiting waste resulting from our  Improved quality and « Non compliance with Corporate
operations by reducing, reusing and efficiency. regulations. Responsibility
Operational recycling transportation packaging . Costreductions. « Reputational risks. pages 82-88
Waste gn? fz'lﬁlmelnttlcentre waste streams, Innovation.
Management  [MCICING Piestics. opportunities.
‘ Managing the environmental impact ~ « Product innovation + Investment costs Maximising Efficiency
and enhancing the adaptability and and quality. and ROI. pages 44 and 45
Equipment longevity ofthe equipmentin our . Cost efficiency. « Non-compliance with
Life cycle & customer fulfilment centres. . Future-proofing of future regulations.
Circularity product portfolio. . Outperformance by
competition.
Being a preferred employer and «  Employer reputation. + Inability to deliver Our People
creating opportunities for skills . Employee engagement. strategy. pages 90-98
Talent Attraction developmentforouremployees. . Operational excellence. * Development costs.
& Development + High turnover.
Building a diverse and inclusive « Capacityto attractnew « High turnover. Our People
workforce that offers equal talent. . Cultural dissonance. pages 90-98
Employee oppgrtgnitigs and actively prohibits . Enhanced collaboration. |, Non-compliance.
Diversity & discrimination and harassment. . Capacity for innovation. Corporate Governance
Inclusion Report
pages 118 and119
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7,
Example of =

Topic Description Opportunity Risk Read more E
. Preventing work-related injuriesand ~ « Employer reputation. + Casualties. Our People 2
illnesses for both Ocado Group'sand . Operational excellence  +  Operational costs. pages 90-98 m

Occupational ~ ©OUr partners employees. and quality. . Impact on license to §
Health & Safety operate. =

Providing technological solutions that  «

Company reputation.

Product recalls,

Our Solutions business

enable our retail partnersto deliver | stakeholder trust. incidents. pages 34 to 37
Product Quality f00d products that comply with the « Customer health risks.
& Safety highest quality and safety standards.
. Contributing to making a positive + Employee engagement. « Licence to operate. Corporate
impact in local communities by . Collaboration . Reputational risk. Responsibility
Community investing in programmes and projects opportunities. pages 82-88
Engagement with our employees and partners. Access 10 local talent.
. Operating with ethical and transparent «  Stakeholder trust. + Unfair business Ethics & Compliance
business practices by rigorously . Licence to operate. practices due to page 98
Business Ethics complymg with lavvs'and rggulatlons Future regulatory impropriety.
& Governance and actively preventing bribery, compliance. . Internal costs. Our People
corru pﬁon and anti-competitive +  Non-compliance pages 90-98
behaviour. :
and fines.
. Considering and addressing the ethical « Company reputation. « Societal implications. Ethics & Compliance
concerns surrounding technological  ,  |¢creased efficiency. . Non-compliance and page 98

Ethics of Artificial
Intelligence &
Robotics

advances and their social impacts.

Innovation potential.

fines.

Data Privacy
Management

Respecting employee and customer ~ «
data and privacy by actively protecting
our security systems and implementing
rigorous policies.

Corporate reputation.

Partner, consumer and
employee trust.

Exposure of personal
data.

Non-compliance
and fines.

How We Manage
Our Risks
pages 60-71

Leadership Structure
page 114

Audit Committee
Report
pages 130 to 137

Cybersecurity

Preventing the unauthorised access ~ «
to our networks and IT systems and
developing solutions that are resilient

to cyber threats.

Differentiation from
competition.

Product innovation and
quality.

Stakeholder and
employee trust.

Non-compliance
and fines.

Impact on business
continuity.

Loss of sensitive
information.

How We Manage
Our Risks
pages 60-71

Leadership
Structure page 110

Audit Committee

Report
pages 130 to 137
. Safeguarding ethical and sustainable  « Cost reductions. + Severeincidents and Corporate
sourcingin order to ensure responsible ,  |4n0vation opportunities. human rights breaches. Responsibility
Responsible environmental, social and governance Stakeholder trust. . Sourcing risks. pages 82-88
Sourcing practices and respect human rights

standards throughout the supply chain.

Stock Code: OCDO

Annual Report and Accounts Ocado Group plc

75



Engaging With Our Stakeholders

Continued

Promoting the success
of the Company for the
benefit of all stakeholders

Effective engagement with our key stakeholders is critical to delivering
our strategy and ensuring the long-term success of our business.

We use a range of engagement mechanisms in order to understand
and consider our stakeholders’ views in the oversight and decision-
making of the Board. In some cases the Board engages directly with
stakeholders but there is also significant engagement at both the
senior management and operational level of the Company. The Board
receives reports and updates on such engagement and the views

and feedback gathered from stakeholders and this information is
used to inform discussion and decision-making. A key example of the
consideration of stakeholder interests in decision-making is illustrated
in the decisions taken in response to the Covid-19 pandemic as
detailed on page 81.

The section below sets out our key stakeholder groups, the value of
each group to the Company, the issues that matter most to them and
how we engage with them. Further information can be found in the
Corporate Governance section on how the Board meets its obligations
with regards to stakeholder engagement at pages 112 to 113 and on
how the Board’s discussions and decisions have been informed by
different stakeholder considerations at page 118.

All the stakeholders identified are key to the Ocado Group but, as
shown on the graphic opposite, Partners refer specifically to our
Ocado Solutions partners, Customers are the retail customers of
Ocado Retail Limited and due to their separate and specific interests
we have separately identified Suppliers for both Ocado Solutions
and Ocado Retail.

&

Society and 090

Community %@J
Regulatory

Bodies Our People

D

Partners

Stakeholders

Suppliers Suppliers
(Retail) ) (Solutions)
Customers
(Retail)

Our Board’s
approach
Promoting long-term
thinking and action by
continually engaging
with our
stakeholders

Core segments

. Ocado Group ‘ Ocado Solutions . Ocado Retail

Further information as to how the Board has had regard to the s172 factors:

Page Page
s172 factor Key example(s) number s172 factor Key example(s) number
Consequence of « Purpose. 14-15&110 Impact of « Corporate responsibility strategy.  82-86
any decisioninthe  «Strategy. 40-46 & 110 operationsonthe  +Ocado Foundation. 87
long-term « Risk management. 60-71 & 135 community and the * Supportof SafeSpace charity appeal. 83
Interests of « Employee engagement. 77&97&113  environment
employees « Culture. 91&110-111 Maintaining « Culture and values. 14 & 110

« Diversity and inclusion. 93 high standard of +Whistleblowing, 98
« Employee health and 90-92&113 business conduct  +Human rightsand modern slavery. 86 & 98
wellbeing. « Anti-bribery and anti-corruption. 98
Fosteringbusiness  « Engagement with suppliers. 78 &80 + Board leadership. 114-115
relationships with « Engagement with customers. 80 Acting fairly « Shareholder engagement. 77&112
suppliers, customers * Supply chain practices. 86 between members  «Investor information/AGM. 178-185
and others
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People =¥ Investors
Why we value them What matters to them Why we value them What matters to them
Our people bring a diverse range « Aninclusive and diverse Our current and potential + Financial and

of experience, expertise and working environment. investors ensure our operating performance

perspectives that contribute to «  Opportunities for career continued access to of the business.
the values and culture of Ocado and personal development. capital. It isimportant « Understanding the
and are essential for the delivery . Havinga voice. to maintain regular and purpose, values and

of our strategic objectives. It is vital
for Ocado’s continued success
that we maintain an environment

constructive dialogue to

« Good pay and benefits. communicate O;ados .
strategy and business

« asafeand secure workplace culture of the Company.

Understanding the risks

where our people feel valued,
motivated, and able to thrive.

« Working for a company that
is fair, treats people well and
that they can be proud of.

objectives in order
to promote investor

and opportunities that
affect Ocado’s strategy
and performance.

confidence.
+ Long-term sustainable

How the Group engages and profitable growth
+ Various methods are used to communicate to all employees, of the Company.

including Fuse, our company intranet system, which provides a + Good governance and

range of useful information for employees and updates on the transparency.

performance of the Company and other business matters, and

Ocado Connections, the twice monthly People newsletter. How the Group engages

This year there has been a strong focus on mental health and
diversity and inclusion. To support employee mental health our
Mind Yourself campaign launched this year and a newly created
role, Global Head of Culture and Engagement, is focused on how to
support our people. A new Diversity & Inclusion Manager role has
also been created and diversity and inclusion events have been
held across the year. We have in place five inclusion committees for
LGBTQ+, gender, mental health, ethnic minorities and disability.
Our new employee engagement platform, Peakon, introduced
this year, enables the Company to continuously gather employee
feedback and take more timely, responsive and focused action.
The Speak Up whistle-blowing hotline allows employees to
confidentially raise any concerns or issues.

Our employee representative body, Ocado Council, provides a
voice to employees. This is now being transitioned into a new
framework to better represent our growing business.

The Designated Non-Executive Director attends Ocado Council
meetings to answer questions and listen to employee feedback
and then reports back to the full Board.

CEO Tim Steiner provides regular live stream updates on the
business, with other Executive Directors in attendance who also
contribute, which also provides all employees the opportunity to
submit questions to be answered during the update.

All significant new policies are considered by the Board, notably the
approval this year of the new Ocado Code of Conduct.

Update reports at each Board meeting on people matters
including culture, diversity, talent and engagement.

Regular updates to the Board on health and safety matters. This
year regular updates were given and discussions undertaken on
the introduction of measures to protect employee health in light
of Covid-19.

Stock Code: OCDO

Information is provided to shareholders, potential
investors and investment analysts regarding our
strategy, performance and business through our
website (which has been relaunched this year), press
releases, regulatory news announcements, shareholder
circulars and quarterly, half year and annual results.

Our Directors and investor relations team attend
investor conferences and one-to-one investor meetings
and respond to particular shareholder queries to
communicate our business and understand the
interests of our investors. Due to Covid-19 restrictions
most engagement events this year have been held
digitally.

Regular discussions with, and briefings for, investors
and analysts.

The Board reviews and approves material
communications to investors, such as trading updates,
results announcements, the annual report and
accounts, and significant business events.

Engagement by Committee Chairmen on significant
matters related to their areas of responsibility.

Regular updates to the Board on market sentiment,
investor relations activity, and share price performance.

Due to Covid-19 restrictions, the normal full Director
attendance at the 2020 annual general meeting was not
possible. For the 2021 AGM the Company has ensured
shareholder participation will be possible electronically
through an online meeting platform.

Annual Report and Accounts Ocado Group plc
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Engaging With Our Stakeholders

Continued

78

ey Partners

Why we value them

Building trusted
partnerships through
ongoing dialogue and
shared learnings helps us
to better understand the
needs of our partners and
to develop and improve

What matters to them

Innovation.

Aflexible offering of
potential options for
fulfilment.

Product development.

Quality and financial

our offering to continue performance.
to provide cutting-edge « Supply chain
solutions. management.

Building a long-term
relationship.

Suppliers
(Solutions)

Why we value them

Astrong supply chain is
critical to our business as
we rely on our suppliers to
be able to meet the needs
of our partners and ensure
that we can meet our
shared targets for growth
and development across
our network.

Suppliers (Solutions)

What matters to them
+ Building a long-term
relationship.

Success and growth of
Ocado’s business.

Fair trade.

« Social and ethical
impact.

+ Equitable supply chain
practices and anti-

bribery and corruption
policiesin place.

+ Ability to collaborate.

« Promptand accurate

How the Group engages

Direct engagement with senior management,
procurement managers and commodity managers and
broader engagement in operations across the business
as relationships with our partners develop and the
global CFCs are becoming operational.

Corporate responsibility and ethics reporting.

Setting KPIs and providing feedback during ongoing
projects.

Bring together representatives from all our global
partners as part of the OSP Leadership Club to work
collaboratively and discuss experiences of shared
importance, and build our understanding of partners’
needs.

Work with our partners on press releases and updates
on projects undertaken.

Regular Executive Director engagement with the senior
executives of partners, including quarterly executive
leadership meetings between all global partners.

payment.

How the Group engages

Our onboarding process provides two-way
communication to build relationships with our
suppliers, and through auditing across our supply
chains we can ensure that high standards are
maintained.

We are currently developing a supplier onboarding
manual to help suppliers understand and meet Ocado’s
required standards.

Direct engagement with the senior executives of
suppliers by our Executive Directors and regular
contact with suppliers from our procurement managers
provides an ongoing dialogue to address any issues

or potential issues. During the height of Covid-19,
Ocado provided letters to suppliers to confirm to their
regulators the need to keep operating to supply Ocado

+ Board review and approval of any significant
partnerships or orders by current partners .

« Update reports at each Board meeting.

as a key business during the pandemic.

+ Corporate responsibility and ethics reporting.

« Review and approval of significant orders by the Board.

Ocado Group plc Annual Report and Accounts for the 52 weeks ended 29 November 2020
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entty Society and Community

Why we value them

Making a meaningful
contribution to the
wider society enables
us to create stronger
communities and have a
positive environmental
and social impact.
Engagement with
non-governmental
organisations and
community groups
helps us to understand
our impact on the wider
society and the ways

in which we can work
togetherto make a
valuable difference.

What matters to them

Environmental and
social issues, including
climate change,
carbon emissions,
food and road safety,
human rights, waste
management, and
recycling.

Legal and regulatory
compliance of the
business.
Responsible sourcing
and procurement
practices.

Having a positive
impact on the
community.

Environmental and

EETY
Bodies

Why we value them

Active and regular
engagement with the
government and our

regulators helps to ensure

we understand changing
regulatory requirements
and can maintain a

constructive dialogue to

meet these requirements.

Regulatory Bodies

What matters to them

Legal and safe
operations with
compliance with
relevant regulations.

Worker pay and
conditions.

Waste management
and environmentally
sound practices.

Consumer protection.

Food and product
safety.

Health and safety.
Brexit preparedness.

Privacy and security.

socially responsible
business practices and
credentials.

How the Group engages

Direct engagement locally with MPs, councils and
community groups.

Environmental and social reporting on our website,
including corporate responsibility, modern slavery,
gender pay and carbon emissions.

As part of Ocado’s ongoing free coding education
resource for teachers, Code for Life, we opened up
Rapid Router, free education resources that teach
children aged 6-13 coding and programming at home,
to the wider community.

Philanthropy and employee-matched funding for
charity policy.

Environmental and social issues update reports at
Board meetings.

Oversight by the Board of corporate responsibility plans
and reporting, including the review and approval of key
corporate statements..

Stock Code: OCDO

How the Group engages

.

Direct engagement with regulators, mainly written,
including seeking sign-off approvals, reporting
breaches, annual technical submissions, making formal
requests for information, and during investigations.

Establishing and maintaining key contact relationships
with the Company’s main regulators.

Confirmation and updates on our compliance with
regulations through our website, regulatory news
announcements and the annual report.

Engagement with the British Retail Consortium, and
other trade associations, including, this year, over the
grocery retail industry’s response to Covid-19.

The Board is informed of relevant governance, legal,
regulatory and compliance matters, including updates
on preparations for the UK’s withdrawal from the EU
durnig the year.

As our operations are becoming more global there is
an increasing focus on the need to engage with local
regulators globally and how best to achieve this.

Annual Report and Accounts Ocado Group plc
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Engaging With Our Stakeholders

Continued

80

(A

Customers

gy Customers (Retail)

Why we value them

Customers are vital for the
success of Ocado Retail
and for the continuing
growth and success of the
technology and robotics
business that supports the
retail offering. Listening

to customers helps us to
better understand their
needs so we can continue
to meet these.

What matters to them

Excellent customer
service.

Access and ease of use
of the online shopping
experience.

Awide range of great
value and quality
products.

Availability of delivery
slots and reliability of
delivery.

Good communication.

Suppliers

rai Suppliers (Retail)

Why we value them

Good suppliers are
essential to be able to
provide a full range of
quality products to allow
us to offer customers

an excellent range and
service.

What matters to them

Prompt and accurate
payment.

Understanding Ocado
standards and policies
for suppliers.
Long-term partnerships.
Responsible sourcing.
GSCOP compliance.
Ocado’s financial
performance,

reputation and growth
prospects.

How the Group engages

Ongoing communication with customers and
potential customers through emails, social media and
advertising. Customer feedback on the switch to Marks
and Spencer products was used to enable targeted
communication addressing the queries raised.

Our customer contact centre is open seven days a
week to assist customers with any queries and there is
anew live chat feature on ocado.com allowing a quick
response to customers on the website.

Regular update reports to the Board from Ocado Retail,
including trading figures, customer behaviour and new
and ongoing initiatives.

Many of our Directors are regular ocado.com customers
which provides a great way to understand the customer
experience.

Ocado Group plc Annual Report and Accounts for the 52 weeks ended 29 November 2020

How the Group engages

Compliance with the Groceries Supply Code of Practice
(GSCOP).

Various methods of communication with suppliers
are used, including through our dedicated supplier
website, supplier surveys and attendance at supplier
conferences.

This year we have held virtual conferences with our
top suppliers and own brand suppliers. We also
hold supplier forums on specific issues, for example
regarding packaging with our own brand suppliers.

Regular update reports to the Board from Ocado Retail
regarding retail performance and GSCOP.

vavv.ocadogrou p.com



Case Study

Pragmati
resilien
impa
Covi

The Covid-19 pandemic has
stakeholders in differen
ways in which we have
considered the parti

Without our people we would not have been able to achieve the
success we have during this difficult period. We have put in place a
number of initiatives during the pandemic to ensure that our colleagues
have been supported. A 10% bonus was paid to frontline employees
during the height of the pandemic and we introduced new health and
safety protocols and mental health support systems for all employees.
It was important to balance the needs of retail customers and the
communities we serve and the safety and wellbeing of our people in
the decisions made to adapt operations in light of the pandemic.

We worked with our Solutions partners both in the UK and internationally
to increase capacity so that as many customers as possible could

be catered for, including increasing capacity at our current CFCs and
working to continue to bring online our new CFC projects on time. Our
supply chain is vital for the continuation of our business and during

the pandemic, despite the challenges to maintain relationships with
suppliers, we maintained an ongoing dialogue and provided support
where possible. Letters were provided to those suppliers to Solutions
key to our continuing operations to confirm to their regulators the need
for them to be permitted to keep operating. An example with our retail
suppliers was changing the packaging of eggs sold when suppliers were

Stock Code: OCDO
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unable to source their usual cartons, to help their operations and enable
us to continue to sell to our customers. We also engaged with the UK
government and regulators, including the British Retail Consortium,
regarding the response to the pandemic to ensure Ocado could help feed
the nation.

Forward-looking focus

Covid-19 has significantly accelerated the shift to online grocery and
there are strong signs that the increase in demand is going to be
sustained in the future. We need to ensure we are in a strong position
to build our business and support the growth potential of our partners
globally. The capital raise undertaken by Ocado in June provided the
necessary finance to allow further investment in the offering to our
current Solutions partners and the ability to pursue opportunities with
new potential partners. We have also invested in our people to allow
us to continue to innovate and grow. With significant growth in our
workforce globally we need to continue to invest in our people as the
key driver for our future success. Our new direct employee engagement
system Peakon will allow us to understand the ongoing needs of our
employees and to respond quickly so we can support, retain and
develop our people. We believe the investments we are making in

our business, including our recent acquisitions of two specialised
robotics companies, will ultimately benefit our shareholders as our
success continues. As the Company grows and develops, meaningful
engagement with our stakeholders and building good relationships
will improve the quality of our decision-making. The materiality
assessment, as detailed on pages 72 to 75, that we are undertaking

is essential to improve our understanding of the priorities of our key
stakeholders and to be able to take decisions about our future with this
knowledge will be vital to our long-term success.
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Corporate Responsibility

Corporate Responsibility
refocussed for a changing
business

The strategy continues to hold the UN Sustainable
Development Goals (SDGs) as a central framework,
and is working in conjunction with the ESG
materiality work outlined on page 72.

The SDGs will be the central means of reporting progress in future annual and

Corporate Responsibility reports, as well as the wider governance reporting
set out in this report.

- SUSTAINABLE
DEVELOPMENT

== \ [/
v
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Ocado Group Corporate Responsibility Strategy:

potential of technology for people and the planet. To get there we are preparing to

ensure our future is a sustainable one. The three pillars below identify the areas where we
have a significant impact, a great opportunity to make a difference and an ability to use

our expertise for greater environmental and societal change

Natural Resources

We will use our expertise and insight to enable partners to reduce theirimpact
on the planet, whilst radically reducing the impact of our own operations.

Focus areas
Climate - responding to the climate crisis and mapping our resource usage

Operations - reducing the climate impact of our operations

Innovation - investing in new technologies and innovating for good

- Read more about our Natural Resources
on page 84

Our mission is to “change the way the world shops” - seeking to harness the unlimited

Skills for the Future

We will share our skills and capabilities
to ensure that everyone can learn today
the life skills they will need tomorrow,
providing opportunities to address basic
life skills where we feel as a business we
can contribute time or expertise.

Focus areas:

Enabling - reading as a basic necessity
to get on in life

Safety - keeping the communities we live
and work in safe

Connected - getting people online and
targeting the digital divide

Digital literacy is not just for software
developers and engineers, it’s a skill
that everyone needs to participate fully
in society and the economy. Our goal is
to empower others to get ahead in life,
supercharging the next generation of
talent with the most powerful tool we
know, technology.

Focus areas:
Accessibility - creating more equitable
opportunities for marginalised groups

Motivation - inspiring the next
generation of STEM leaders

Skills - upskilling learners and educators
to be ready for the future of work

Stock Code: OCDO

Responsible Sourcing

Atech company putting people first, we
go further to create a positive impact for
everybody across our supply chain.

Future on page 85

Focus areas

Managing risk - mapping and
assessing high risk products and
materials

Modern slavery - tackling forced
labour and human trafficking

Human rights - stepping up our
commitments to human rights within
our supply chain

- Read more about Responsible
Sourcing on page 86

Annual Report and Accounts Ocado Group plc
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Corporate Responsibility

Continued

Natural Resources

We contribute to climate change through our operations and we
face an acute threat to our supply chains and our customers and
employees’ livelihoods as climate change worsens. We have a
responsibility to manage our environmental impacts and all of our
stakeholders expect this of us. Rising to this challenge presents
commercial opportunities ranging from attracting talent, reducing
costs, identifying new income streams and innovating new solutions.

Our relationship with Ecometrica continued for the fifth year,
providing a centralised data management system. We track carbon
emissions from our CFCs, spokes and vehicles.

Compared to 2018/19 there has been a 0.58% decrease in our location-
based scope 1 and 2 total carbon emissions. Following on from our
success with CNG trucks we have increased their use this year and are
now using biomethane to reduce their footprint further. We have also
continued to invest in energy efficiency measures such as increasing LED
lighting within our buildings. Our location-based-intensity measure of
tCO, e per 100,000 orders has decreased from our 2012/13 base line by
39.19%. Due to the Covid-19 pandemic, our order sizes have changed this
year, as customers purchase more within one delivery. As a consequence,
we have introduced a tCO, e per 100,000 normalised orders, to more
accurately reflect this. To illustrate the unusual year, we have included
previous years of this metric as comparison.

The majority of our emissions continue to derive from our fleet,
accounting for 73%, followed by electricity at 20%. Our footprint is
predominantly UK based, with 99.7% originating in the UK and 0.3%
from other worldwide operations.

For the fourth year running we partnered with the Carbon Trust who
have carried out a limited assurance engagement on selected GHG
emissions data in accordance with I1SO 14064:3 (table below). With the
introduction of the Streamlined Energy and Carbon Reporting (SECR)
we have also included for the first year our energy use, which was
assured at the same time as the carbon data.

GHG Emissions

GHG Emissions (tonnes CO,e)  2019/20 2018/19 2012/13
Scope 1 - Direct 87,038 86,502 39,530
Scope 2 - Indirect

Location-based 21,644 22,811 21,613

Market-based 729 814 n/a

Total Emissions (Location-based) 108,682 109,313 61,143
Intensity Measure (Tonnes of CO_e/100,000 orders)
Location-based 501 514 823.4
Market-based 404 411 n/a
Intensity Measure (Tonnes of CO_e/Normalised 100,000)
Location-based 398 491 730
Market-based 321 392 n/a
Energy (MWh) 424,439 n/a n/a

84 Ocado Group plc Annual Report and Accounts for the 52 weeks ended 29 November 2020

Carbon Intensity Measures - Actual and Normalized Orders

800 -
750 oo
700 <o o
650 <orve e
600 <<
5By oo
500
250 - NG
Q00 =+

FY13 Fyl4 FYl5 FYle FYl7 FYl8 FY19  FY20

Carbon intensity

=== tC0,e per 100,000 orders === tC0_e per 100,000 normalized orders

Financial Year FY13
Reported intensity

FYl14 FY15 FY16 FY17 FY18 FY19 FY20

measure 823.4 8151 725 5828 5964 550.1 514.0 501
Normalized intensity
measure 730 731 660 585 569 546 491 398

Under the SECR reporting requirements, we also include ORL’s carbon
footprint as a large unquoted company in the table (below) They are
not reporting on any energy efficiency measures this year, but plan to
in future reports. Their footprint is solely UK based and total energy
consumption for 2019-20is 1,378,537 kWh.

Emissions (Tonnes of CO_e)” 2019-20
Scope 1 91.39
Scope 2 (location-based) 198.27
Scope 2 (market-based) 0
Scope 3 - business travel where responsible for fuel 7.70
Intensity measure — Tonnes CO.e per 100,000 orders 17.94

* Uses WBCSD/WRI Greenhouse Gas Protocol: a corporate accounting standard revised edition
methodology with an operational control approach, using UK government GHG conversion factors.

We have participated in CDP’s Climate Change Disclosure Submission
for the fourth consecutive year. We are delighted to once again have
retained a score of a B.

28 ° ¢ 424,439,

20 13 18 11 Giopal energy use in 2020
from scope 1 and 2 sources

Food Waste Management

We continue to believe that Ocado has the lowest food wastage in
the industry. As in previous years, we are committed to ensuring that
no edible food goes to landfill and all edible food is redistributed. We
continue to send all inedible food to anaerobic digestion and during
2020 over 3,000 tones of inedible food was diverted from landfill,
saving 98% of the associated carbon. In 2020 only 0.044% of food
items in our CFCs was wasted, a figure we continue to be proud of.

WWW.ocadogroup.com
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Skills for

the Future

A lack of education and digital skills acutely limit people’s life chances
today and this will be exacerbated in the future. These issues affect
our business by limiting our pool of talent which affects our growth,
as well as the societal contribution we can make to children, young
people and those returning to work.

During the year, and particularly given the challenges posed by
Covid-19, we have embraced a number of opportunities to contribute
to skills, education and learning.

TutorMate

TutorMate is a unique, online, remote reading support solution for 5-7
year-olds in disadvantaged areas. It is the core programme of Innovations
for Learning (IFL), a UK registered charity, established in December 2017,
which believes in the power of literacy to transform lives.

Since the return of UK schools in September 2020, Ocado Group has been
providing employee volunteers, as well as funding, for the TutorMate
online reading programme. This scheme supports over 800 struggling
young readers in London, Leeds and Bradford. A total of 54 Ocado Group
employees, from all parts of the business across the UK signed up to read
remotely with primary school children for 30 minutes a week until the
end of the current academic year. Of the volunteers, 38 were assigned to a
studentin London and there were 1,511 minutes of reading sessions with
the children based in London in the four weeks 26 Oct-23 Nov. Volunteers
were assigned to read with a child from Leeds and Bradford. A total of 23
reading sessions took place with these children in the four weeks

26 Oct=23 Nov, lasting 606 minutes in total.

Stock Code: OCDO

Case Study

Upskilling Offenders

In 2020, we started working closely with all-female HM Prison
Low Newton in Durham. From August, the residents began
sewing reusable face covers for our employees, with a total

of 4,800 made up to the end of November. We've prioritised
distributing the covers to our drivers and warehouse operatives
who are working on the front line. We aim to reduce the

need for single-use plastic masks, which are often worn

once, discarded, and may not biodegrade. This is a full-circle,
sustainable project that takes uniform fabric - fleeces, trousers
and tops - which could have gone to landfill and repurposes

it to benefit both the makers and our employees. We plan to
keep working with HM Prison Low Newton and others, such as
HMP Styal in Cheshire, to protect more of our employees and
continue to upskill prison residents.

“]really enjoy coming to work because |
am getting the chance to learn new skills
and | am getting the chance to get to
meet new people.”’

Michele

1 enjoy coming to work, it gets me out of
my room and it is a good feeling knowing
I’'ve achieved something and | enjoy
working in a team and getting to learn
new skills.”

Emma
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Corporate Responsibility

Continued

@
Responsible
Sourcing

Human rights issues can be prevalent through a supply chain. Even
beyond a moral obligation to tackle these issues, businesses face a
serious risk to their licence to operate should this not be carefully
managed. By tackling these challenges we mitigate risks to our
business, help secure our reputation and demonstrate to all of our
stakeholders that we are a responsible business.

This year has seen vast amounts of work go into updating and
redrafting many of our policies, procedures and working practices, to
ensure they are in line with the changing business and as robust as
they can conceivably be.

We choose our business partners and suppliers carefully. We want

to build and maintain strong relationships with those who share our
values and demonstrate similar commitments and standards. Our Code
of Conduct sets out our minimum standards and expectations for all
Ocado Group employees and contractors, wherever they are based.

Our Human Rights Policy also sets out our requirements for all
persons working for us or on our behalf, in any capacity. Provisions
in the policy include:

+ The prohibition of all forced and compulsory labour.
+ The prohibition of child labour.
+ Theright to freedom of association and collective bargaining.

+ That working hours, wages and deductions comply with
national laws.

«  Thatdiscrimination does not occur in the conditions of
employment of workers.

Our whistle-blowing “Speak Up” policy encourages our employees,
suppliers and other third parties to report genuine suspicions about
any wrongdoing or malpractice within Ocado, or that impact Ocado,
and can be assured that any information received will be treated
seriously and confidentially.
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Any instance of non-compliance will be investigated and appropriate
disciplinary action will be taken as needed.

Where there is a significant bribery or corruption risk, departments
must consult the legal team in relation to appropriate anti-bribery
and corruption compliance measures before:

« Appointing a new supplier or provider of goods;
+ Appointing an agent to work on Ocado’s behalf; or

+ Enteringinto a new contract or amending the terms of an
existing contract.

1,856

Direct suppliers

£1,255m

spent

95% of our spend was with

56

Suppliers

During FY20, 95% of supply chain spend was with just 3% of our
suppliers. This presents us with an opportunity to greatly focus our
engagement efforts with key suppliers, in the first instance, before
expanding out to the wider supply chain.

Beginning this financial year, we became a member of techUK.
Through our membership we attend their Sustainable Supply
Chain Group, a forum to hear from leading NGOs, government and
international officials, on topics including modern slavery and
human rights. Group discussions focus on the interpretation and
understanding of current requirements and new policies under
consideration by the UK Government, the EU, UN, OECD, and
international efforts.

- Read our most recent modern slavery act statement at
www.ocadogroup.com.

WWW.ocadogroup.com



The Ocado Foundation remains the home of our charitable and
fundraising activity, both internally and externally.

This year has been somewhat different with many volunteering
opportunities and fundraising not taking place due to Covid-19,
but where colleagues and volunteers have been able to find
creative ways to support their charities and endeavours, we
have continued to support.

Covid-19 placed enormous pressure on charities’ resources and
their ability to operate. Sources of funding disappeared, and
needs of recipients increased. We worked hard to ease some

of these challenges, donating over £400,000 to food banks,
homeless accommodation and places of safety shelters, and
making over 100 donations with vouchers, matched funding and
funding in lieu of volunteering hours.

Stock Code: OCDO
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We are also delighted to now be able to support international
colleagues, as the Ocado Foundation has spread its wings beyond
the UK and now offers support for colleagues in their fundraising
endeavours in other countries, where Ocado has established
operations.

Gurleen Minhas, a colleague in Canada, raised over $871 for the
Princess Margaret Cancer Centre, undertaking its 8th Annual
Journey to Conquer Cancer Run/Walk.

Gurleen said the following;

“ Having the backing of the Foundation
is greatly motivating. And knowing our
fundraising efforts are supported, wherever
we’re based, brings us together as global
colleagues. The additional funds will help
the Princess Margaret cancer research and
teaching centre further its vital work.”

Gurleen Minhas

£400,000+

in donations to charities
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Continued

SafeSpace

‘The Lister’ means everything to many
north Londoners - from Ocado Group
employees to the local community, to its
doctors, nurses, and ‘play specialists’ -
many of whom fundraise for the Stevenage
Hospital themselves. It is the hospital
closest to our head office in Hatfield.

More than 30,000 children pass through With our support, Lister’s latest
Lister’s doors each year. And, for over charity appeal, SafeSpace, will
20% of them, it’s because of a mental create a new private safe area for
health crisis. children to wait in the Emergency
Whilst the NHS and Lister’s medical experts are doing everything Department.

possible to treat sick and vulnerable children, our Ocado Foundation
is supporting Lister’s SafeSpace appeal to make the building feel more
friendly for the children who need it.

Once complete, the room will be somewhere young people
can go if feeling angry, frightened or anxious. It will be a safe
space for them to calm down and let out their emotions,
without harming anyone.

Next on the list is refurbishing an A&E corridor for young
people and teens. Those aged 12-15 are often left out, or with
only children’s TV to watch. The finished corridor will have
them in mind. It will offer technology and reading materials,
as well as advisory leaflets on topics like sexual health,
suggesting where they can seek help.

We're also funding two sensory medical equipment trolleys
for patients with sensory needs and learning disabilities,
including autism. By providing external stimulation, the
machines will help draw a young person’s mind away from
any negative thoughts, instead offering an engaging and
soothing experience.

The SafeSpace project will change the experience for
thousands of children in the years to come.

It's not the first time we’ve given to Lister.

We've supported the Lister ‘Magic of play’ for several years.
A giant, colourful mural brightens one corridor, whilst we
deliver Easter eggs and Christmas presents for each child
on the ward.

Our last donation purchased two sensory projectors for
children with limited movement. It projects onto the floor
and inspires them to get up and be active.

All the toys had to be removed from Lister’s communal areas
during the Covid-19 pandemic. So, we provided Foundation
Activity Booklets for waiting areas to keep youngsters occupied
drawing their own robots, completing puzzles, and more.
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@@5] Our People

Building a Workforce
for the Future

The world has changed and in a year like
no other, demand for our product and
services has been matched only by our
employees’ commitment to deliver. Against
a backdrop of a global pandemic, we’ve
continued to grow our business, innovate,
find solutions and deliver world-class
service. We call this ‘change for good’.

Our responsibility and commitment to #feedthenation extended
beyond the UK to our partners globally and at the heart of our
response was our people. Our unique culture and values meant we
were able to tackle any challenges head on.

We'd like to take this opportunity to thank every one of our Ocado
Group colleagues. Our people demonstrated enormous pragmatism
and resilience as Ocado delivered more capacity than ever before to
serve our global customers.

To support our people at the start of the pandemic, immediate and
significant safety and support measures were introduced across our
global sites, which never lost a day’s operation:

Temperature scanning and antibody Covid-19 testing for all.
+ Social distancing measures and mandatory mask wearing.

Our frontline employees were paid bonuses for working during the
Covid-19 pandemic. The first payment was a 10% bonus on basic
pay for all hours worked from 23 March to 5 July 2020 and a further
lump sum bonus was paid in January 2021 in relation to the nine
months from March to the end of the period.

Further ‘change for good” measures were also introduced to support
health and wellbeing to cover:

+ Company Sickness Benefit from day one of employment for
anyone who contracted Covid-19, wherever they were based
in the world.

Introduction of a global Employee Assistance Service - offering
expert counselling, emotional support and practical guidance
available 24/7 to all of our people, in their local language.
Priority access to ocado.com for all UK employees and 15%
discount on their orders.

Investment in proactive and preventative guidance tools and
learning to support our people to look after their mental health
and wellbeing.
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Proactive and preventative
health and wellbeing
support

We rapidly scaled our mental health support
and launched a global communications and
awareness campaign called ‘Mind Yourself’.

Services were signposted at every opportunity, including our
global live stream sessions led by our CEO and executive team.

Mind Yourself included:

Weekly voluntary check-in surveys to gauge workforce
state of mind.

Access to Mental Health Champions trained in Mental Health
First Aid, equipped with knowledge of our health
and wellbeing support services.

Colleagues were actively encouraged to join a host
of webinars targeted at different needs and types of
employees, from parents to those who live alone.

Confidential network groups on hand to provide emotional
and practical support.

Regular communications pointing employees to a wealth
of online mental health services and support available via
our intranet on Fuse and Slack.

As we finish the year we are rolling out a new tool, ‘Unmind’
- a globally available app that supports all elements of our
employees’ wellbeing.

WWW.ocadogroup.com



Our Culture

Ocado Group’s current and future success is dependent on our people and we know that by putting them first,
they will put our partners and customers first. This is why we are focused on continuing to change for good and
creating an environment that fuels growth by listening to, caring about and energising our people - for us as
individuals, for our teams and for our business.

L30d3¥ JI931ViLS

The relentless pace and ‘always on’ nature of business today means  To enable this increased level of effort and focus, we welcomed
that it is impossible to truly separate our work and home lives. pivotal new roles to our organisation; our Global Head of Culture
Our people are our greatest asset and we recognise that a happy, and Engagement, as well as Diversity and Inclusion, Health and
healthy and productive workforce is vital to our business success, Wellbeing and Data Insight leads. Their close alignment to the
so we are reimagining our workplace and embedding health and Chief People Officer and the Designated Non-Executive Director
wellbeing at the heart of our business strategy. for workforce engagement (“DNED”), ensure we are driving

the right culture from the top down to continuously

improve what we do and provide an amazing

experience for our people using our

YouMatter framework.

Our ambition is clear. At Ocado we are creating a proactive and
data-driven approach to listening, wellbeing and inclusion that
understands, nurtures and celebrates our people. We call it
YouMatter.

Our People Fuel Our Growth
YouMatter Framework

YouMatter:

For everyone to feel a sense of purpose and belonging, we’re creating
a framework that will make Ocado the best place to work.

Strategic Pillar Strategic Pillar Strategic Pillar
Listening Wellbeing Inclusion
So that everyone can So that everyone can So that everyone can
Feel heard and understood Feel cared for and energised Feelvalued and accepted
Results in Results in Results in
High engagement, increased productivity Good health and high performance Innovation and growth
Action Action Action
Be curious Be caring Be collaborative
Key message Key message Key message
N 4
#yourvoicematters #yourenergymatters #belongingmatters

Stock Code: OCDO
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Our People

Continued

L

#yourvoicematters

- being included in every conversation, turning insights
into action and leading by listening

Work has already begun on shaping a Group-wide listening strategy,
through which we are embedding our engagement tool - Peakon - across
all our communities to continuously gather feedback and share insights
with managers and leaders who can take action. We are also building

a global network of ‘listening champions’ to help us hear our people’s
voice and explore listening and we're evolving the role of employee
representatives for our global partners business. This year saw the creation
of the UK Logistics Council and biannual National Logistics Council.

84 72

employee representatives listening champions
across the National Logistics  globally
Council in the UK alone

6,501 74,683

people have shared their ‘comments shared
views in Peakon through Peakon
1,173 58,789
managers exploring the comment

data to listen and engage interactions

with their team

#yourenergymatters

- whatever ignites the spark

We're always innovating and thinking one step ahead to deliver for our
partners and customers, this takes up a lot of energy. We work hard and
at a pace few organisations can sustain as we scale globally; that’s what
makes us progressive. To thrive whilst growing we need to support our
people to look after their wellbeing, learning and development, so they
feel happy and energised - that’s what will make us successful.

Through listening we’re developing a new mental health and
wellbeing strategy that feeds into our overall Occupational Health
and Safety strategy. At its heart is our new global mental health and
wellbeing product - Unmind - which provides guidance, tools and
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learning as well as support our growing global community of mental
health champions. Together they will help us remove the stigma
surrounding mental health, support change for good and signpost
support services to our people. This developing framework will be led
by a new Head of Health and Wellbeing to lead this important agenda
in the Global People Team.

#belongingmatters

- bring your whole self to work

In order for our people to feel like they belong, we're creating a more
diverse and inclusive workplace. To support this important work we’re:

+ Investing in senior leadership roles to accelerate our work
in this area - Global Head of Culture and Engagement, Global
Diversity and Inclusion Lead and Global Head of Talent Acquisition.
Collectively, these roles are focused on promoting inclusion and
taking positive action to improve diversity at each stage of the
employee experience (attraction, recruitment, development and
succession planning).

+ Becoming more data driven, capturing and analysing diversity data
and inclusion insights at each stage of the employee experience.
Further information about our Board Diversity can be found on page
104 and UK reporting on our gender pay gap can be found on our
Corporate Website (www.ocadogroup.com).

+ Ensuring equal opportunities for all - our equal opportunities
policy is dedicated to creating an environment for our employees
thatis free from discrimination, harassment and victimisation,
reflecting our commitment to creating a diverse workforce and an
inclusive environment that supports all individuals irrespective of
their gender, age, race, disability, sexual orientation, or religion.
We believe that this increases our pool of talent and benefits the
organisation.

«  Empowering our employee communities - over the last
year we have focused on supporting our culture of inclusion by
establishing five diversity communities (mental health, ethnic
minorities, disability, LGBTQ+ and gender), bringing together
employees from all parts of our business to share their views,
support each other and educate others. We've also established
a global partnership with Stonewall and invested in innovative
recruitment solutions.

+ Gathering data from these communities is critical to understand
where we need to focus.

+ Growing female talent - our main populations are in logistics,
engineering and technology which are industries that struggle
with gender diversity at all levels, so we’re taking significant steps
to nurture and grow female talent and hire female talent into
leadership roles.

www.ocadogroup.com



Spotlight on gender diversity

Nurturing and
growing female talent

To increase our pipeline of female
leadership talent we have focused on:

« Building targeted development and

succession plans for female leaders.

. Participating in the 30% club
mentoring programme for high-
potential female talent; will have
reached 60 mentors and mentees
by end of the year.

+ Creating customised ‘Women in
Tech” mentoring programme for
high-potential female leaders in
Ocado Technology.

Stock Code: OCDO

Hiring female talent
into leadership roles

We see every hire as an opportunity,
whilst also remaining committed

to hiring the best talent. Proactive
recruitment initiatives include:

+ Investingin ‘Work 180’, an online
platform to connect talented
women with leadership roles in
technology.

+ Partnership with ‘SheCanCode’ to
support women to enter, remain
and excel in the technology
industry.

+ Using new recruitment technology
to capture and track diversity data

throughout the candidate pipeline.

« Running new leaders assimilation
to accelerate the onboarding
process for new hires.

« Increasing the diversity of our
graduate hires (10% increase in
number of women since 2018);
a critical feeder for future
leadership roles.

Promoting inclusion
and diversity at Ocado

For diverse talent to flourish we need
to create the right environment and
supportive culture. Our work to enable
thisinclude:

+ Introducing a Board diversity policy
that sets out our approach and
commitments to ensuring diversity
and inclusion on the Board of
Ocado.

+ Creating global inclusion
communities; one is focused on
gender and unites leaders and
passionate women across all parts
of our business.

Gathering global listening data on
inclusion and diversity to target areas
forimprovement and shape targeted
strategies/KPIs to support female
talent.

Annual Report and Accounts Ocado Group plc
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Continued

Total Number of Employees

16 17 18 19 20

Senior Managers

0 Female 17

oMale 53

AllEmployees by Gender

O

QFemale 3,433
© vale 15,185

Directors

Q

QFemale 0
eMale 5

@@j Our People

Talent Attraction and Development

We continue to grow through our retail business, our international partners and our
acquisitions. In this financial year, we have welcomed almost 3,000 new colleagues to Ocado
Group, 500 of those outside of the UK.

Ocado Technology is on target to hire an additional 500 technologists across all our UK and
international development centres by July 2021. We also welcomed colleagues from Kindred
Systems, Inc. and Haddington Dynamics, Inc.. This acquired expertise will support and
contribute to us solving one of the world’s hardest challenges in robotic manipulation - the
picking and packing of groceries.

The Client Services business area is currently 530 employees strong, operating and supporting
nine partners in eight countries with a significant presence in another seven territories on
partners sites. We hired our first employee in Japan which now means we have employees in
ten countries.

The organisation we support
Business-wide

18.5k 10 1.7

Headcount Countries with Engagement
(rounded to employeesin Score
nearest 100) (Peakon)
By mission

Client Services 530 EIEI*IE: =I I
Group Ops. 670 : Z:- & I*IEI I
Logistics* 1,220 EE
Solutions 110 EE*_E o ==

Platform Imp. 510 %-I*IE::I I

Technology 2,100 em—mmEIvlza

Change is the new normal. As stability gives way to unpredictability, more than ever,
individuals and teams need to be adaptable and resilient to cope with an ever-evolving
organisational landscape. To support all of our people, we offer a cycle of continuous learning
and development, from onboarding new starters, graduate programmes and manager and
leadership development to support our innovative and ambitious growth.
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Development Update

This year our central L&D team delivered a number of programmes
to support our culture and ways of working:

Created a common ‘behaviours’
language with over

1,000

Insights profiles delivered globally
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Check-in development campaign
on better conversations with over

1,000

attendances and over 5,000
views of new online resources
(94% recommend and 4.2/5
will do something differently)

Launched over
Case Study

100 Ocado Employee
apprenticeships Share Purchase Plan

The launch of the Ocado Employee Share Purchase Plan in

Delivered a virtual leadership toolkit October 2020 generated an overall take-up 62%. The average
to support Covid-19 working with over take-up for International Purchase Plans is usually quoted at
around 30% to 37%.

4 5 0 Breakdown by country:

Eligible Enrolled Take-up

‘views’ of resources

Bulgaria 105 68 65%
Canada 54 32 59%
Delivered CFC development campaign for France 56 20 36%
managers to support Logistics transformation Poland 479 310 65%
Spain 120 76 63%
To attract those who possess these unique cultural attributes, we Sweden 8 8 100%
understand that employee benefits make an important contribution us 35 18 51%
to both employee engagement and the attractiveness of Ocado Total 857 532 62%

as a place to work. We are committed to continuing to provide a
competitive compensation package inclusive of salary, pensions
and other benefits.

Critical to our DNA is sharing in our success, so Ocado encourages
shareholding for its employees by offering Free Shares at 1% of salary
to all employees, annually. We also offer both an employee Share
Incentive Plan (“SIP”) and a Sharesave scheme to all employees. This
year the offer was expanded to employees outside the UK with access
to an Ocado Employee Share Purchase Plan. It’s similar to the UK
Save As you Earn scheme, which means now virtually everyone really
can buy Ocado shares and become an owner of our Company.
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Our Code of Conduct

Our business has grown rapidly across the world and we continue to
form new partnerships and welcome more international colleagues
to Ocado Group. As new people come on board it’s important

that we communicate what life is like at Ocado, we introduce the
values, culture and principles that we live by, and help establish our
expectations and standards of conduct.

To deliver these key messages consistently, we launched our new
Global Employee Handbook and Code of Conduct to frame the
existing Global Onboarding Programme - Let’s go Ocado. These aim
to be the three key global documents that provide our people with
a gateway to the fundamental employment information they need
for daily life at Ocado. They are available on Fuse, our mobile first
communications platform to which all employees have access.

The safety and wellbeing of Ocado’s employees and associates is

of the utmost importance. The Company’s objective is to ensure
the safety of all employees in line with Ocado’s Health, Safety and
Environment Policy and to ensure that its activities do not harm the
public, customers or employees. Ocado does not tolerate any form
of bribery and corruption, or the giving or receiving of bribes for any
purpose. Ocado’s Anti-Bribery Policy sets out definitions of bribery
and corruption, and our internal training provides examples of this,

such as the rules around gifts and hospitality, as well as how to report

any cases of suspected wrongdoing.

Whistleblowing

We offer an independent and confidential whistle-blowing service
that allows our employees, suppliers and other third parties to raise

concerns about possible wrongdoing that would be of public interest.

This initiative is referred to internally as ‘Speak Up’ A campaign of

awareness runs regularly to the global workforce who are encouraged

to make their disclosures either in person to a line manager or using
the external independent system hosted by Expolink via either
telephone, app or web. It is possible to make anonymous reports
where permitted in relevant countries

On a quarterly basis the Board receives high level updates on all
whistle-blowing. The introduction of these procedures has provided
beneficial insight, supporting the integrity of the operational control
environment.

- Read about Whistleblowing on page 98
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Celebrating 20 years

As a start-up 20 years ago, Ocado had a highly developed
sense of mission. It formed a core part of the culture of

the organisation. And it still does. Whilst we develop new
missions for the different elements of our global business,
we have worked hard to maintain the culture that underpins
our ways of working to ensure we stay aligned and true to
our heritage.

These culture principles are fundamental elements of our
values, behaviours and career opportunities that are to be
used to attract talent into the business. They are all a part
of what makes us Ocado.

To celebrate our 20th anniversary, we asked our employees
to share their stories of life at Ocado in just six words. Each
one reflected or illustrated our closely held values and we
were delighted with the hundreds of entries we received
which perfectly summed up the spirit of Ocado, or the
‘Ocado magic’ as we like to call it. Everyone has a story

to tell - and these are some of ours.

www.ocadogroup.com



Case Study

Andrew Harrison

Non-Executive Director
Designated to Workforce
Engagement

“ Caring for and listening to our
people is not simply the right
thing to do in this context, it is
also an essential requirement
and a commercial priority

for us as a global FTSE 30
organisation.”

Stock Code: OCDO

The process

In line with the UK Corporate Governance
Code (2018) Andrew Harrison, Designated
Non-Executive Director (DNED) works with

the Chief People Officer and the Global Head
of Culture and Engagement in a role that
complements and enables our commitment
to giving our employees a voice, and who
advocates and directly represents them during
Board discussions.

To ensure engagement in the process, the DNED
and Head of Global Culture and Engagement:

+  Meet on a monthly basis and use the
insights from established employee forums
and new listening technology to identify and
explore issues and, where required, escalate
these to Senior Management.

+ Attend existing and set up new listening
forums to involve and engage employees
across all parts of Ocado Group.

+ Conduct a quarterly review and report all
listening and wellbeing insights across Ocado,
to be shared and discussed with the Board.

« Communicate back to the workforce the
steps being taken to address concerns or
explain why steps have not been taken.

2020 Summary

In 2020 Andrew Harrison represented and
engaged with employees on a number of
differentissues, including:

Attended Ocado Council meetings,
and presented at the Group Council
Conference.

Visited spokes and CFCs, and worked with
Head of Retail and Ocado Logistics to
support frontline engagement.

Introduced a Covid-19 weekly update to
the Board to drive support for Logistics
colleagues around welfare, bonuses and
rosters.

Reviewed and supported the focus on
mental health and wellbeing issues.

Updated the workforce on a number
of Board issues such as Executive Pay,
acquisitions of robotic companies and
the Covid-19 response.

Ensured the review of Payroll services was
delivered, with results being shared at
Board level.

Engaged with shareholders on workforce
engagement and inclusion.

Monitored business KPIs, Employee KPIs
and business comms, combined with a
monthly report on workforce trends and
engagement.
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Ethics and Compliance

We are committed to maintaining the
highest standards of ethical conduct and
integrity in our business practices and
we have in place compliance policies and
processes to ensure these standards are
embedded across the business.

This year we undertook a comprehensive compliance risk assessment
across the business on a range of important compliance and legal
areas. We also carried out an employee compliance survey to gain

an understanding of the current awareness and understanding of
core compliance topics and the overall compliance culture across

the business. These both fed into the compliance roadmap for the
year. A policy tracker has been put in place and a Policies Working
Group established to ensure our policies remain up to date and fit for
purpose across our global operations.

We recently introduced a new Code of Conduct that sets forth the
values and behaviours expected of all employees and provides
guidance on our policies and processes and how these are to be
applied. Itis applicable across all geographical areas of the business
and is flexible enough to adapt to the future growth of the Group.
Employees were required to undertake training on the topics covered
in the Code of Conduct, to embed the knowledge and understanding
of the principles and policies contained therein, and complete an
annual compliance statement confirming adherence across important
areas of compliance.

Anti-bribery and Anti-corruption

In response to the increase in scale and complexity of the business and
the growth in headcount and geographical coverage, a new anti-bribery
policy and a new standalone money laundering policy were launched
this year, following a risk assessment across the business. The anti-
bribery policy reiterates our zero-tolerance approach to bribery across
all of our global operations. A training programme for employees was
launched alongside the policy and associated guidance to help embed
the principles and practical application of the policy. The updated
money laundering policy provided clearer guidance on potential red
flags to aid the identification of potential issues.
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Whistleblowing

As part of our open and transparent culture, it is vital that all
employees and others that work with us feel able to raise concerns
of any safety, legal or ethical issues, without any fear of reprisal. The
Company operates a system managed externally by an independent
third party, Speak Up, available in all countries in which the Company
operates, where employees can make a report via a confidential
telephone helpline, website or mobile phone application. This
permits employees to raise concerns, without any fear of retaliation,
where they feel uncomfortable making a report to their manager. All
reports are submitted to relevant investigators within the Company,
as determined by the nature of the concern, so that appropriate
investigations and actions can be taken.

Human Rights and Modern Slavery

Our commitment to protecting the human rights of our workforce and
ensuring respect for human rights in our supply chains is embedded
within our Code of Conduct and Human Rights Policy. The Code of
Conduct and our policies and processes are designed to strengthen
and sustain our culture of integrity and transparency and we are
focused on ensuring our workforce is respected and supported.

The Group has a zero-tolerance position with regards to slavery and
human trafficking, which is set out in our Modern Slavery Statement,
available on the Ocado website, and clearly communicated to our
partners and our supply chains.

> For more details on our workforce policies and practices see
Our People section on pages 90 to 98

- For more details on our supply chain see Corporate
Responsibility section on pages 82 to 88

As we continue to develop our technological capabilities we are
mindful of the need to consider the ethical concerns surrounding
technological advances and their social impacts. This is an area we
aim to review further to ensure that our operations continue to meet
our own ethical standards.

WWW.ocadogroup.com
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Chairman’s Governance Overview

“The Board recognises the value and importance
of good corporate governance and the role it
plays in supporting the long-term success of
the business.”

Lord Rose
Chairman Dear Shareholder
On behalf of the Board | am pleased to introduce the Corporate
Governance Report for the year ended 29 November 2020. This
report describes the governance structures and procedures in
place and summarises the work of the Board and its Committees to
illustrate how our responsibilities have been discharged this year.

The Board recognises the value and importance of good corporate
governance and the role it plays in supporting the long-term
success and sustainability of the business. This is the first year the
requirements of the 2018 UK Corporate Governance Code have
applied to the Group and you can read how we have complied
with the updated principles throughout this Corporate Governance
Report.

Covid-19

During the pandemic the Board’s primary concern has been to keep
our employees safe, support our customers and partners, and serve
the wider community by doing our part to feed the nation. Although
the Board was rarely able to meet in person we continued to hold
regular meetings to discuss the impact on the business and oversee
the Group’s response to the pandemic. The Group introduced a
range of new health and safety measures to ensure the wellbeing of
our employees and customers, and worked to increase capacity to
serve additional demand from customers, including the customers
of our international Solutions partners.

- For further information on how we have responded to
Covid-19 see pages 59 and 61

Stakeholder Engagement

The Board has always sought to engage with and understand the
views of our key stakeholders and consider their interests in decision-
making, but the new reporting requirements in this area have
increased the emphasis on stakeholder interests. We recognise that
stakeholder engagement is critical to the long-term success of our
business. Our aim is to develop the practice of considering stakeholder
voices in discussions and decision-making not only at Board level but
across the organisation.

= For further information on Engaging With Our Stakeholders
see pages 72to 81
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Our People

Our people are essential to the delivery of our strategic objectives and
our continued success and, therefore, it is vital that we provide a work
environment where everyone feels valued, motivated and able to thrive.
We have introduced a number of initiatives to support the well-being

of ouremployees, including our Employee Assistance Programme, our
Mind Yourself campaign and the introduction of live stream presentations
to all employees from CEO Tim Steiner. The pandemic has proven

the value of such a work environment - our people have shown great
strength, commitment and resilience, and have continued to grow online
capacity for our partners. Despite the pandemic we opened our first two
international CFCs ahead of plan.

For further information on Our People see pages 90 to 97

Culture

Our positive corporate culture is an important asset, and we
acknowledge the challenge of retaining it as the Group grows into a much
larger organisation. The Board reviews and approves all workforce related
policies and processes to ensure that they help to embed this culture,
which this year this included the introduction of a new Code of Conduct
and Global Employee Handbook. The Group has also introduced a
number of initiatives to promote diversity and inclusion, including
establishing five diversity and inclusion committees, holding forums

and events across the organisation, and appointing a new Diversity and
Inclusion Manager.

For further information on Culture and Diversity see pages 91 to 94

Accountability and Risk

The Board understands that to ensure the long-term success and
resilience of the Group, long-term decisions must be taken and risks
and opportunities in the short and long-term must be assessed and,
where required, mitigated. The risk management procedures were
overhauled this year to better reflect the management structure and
expanding global footprint of the business. The Board maintains regular
oversight of the principal and emerging risks facing the Group and

the controlsin place and the risk appetite of the Group, with a formal
annual review. Covid-19 has provided additional risk, particularly to
the service levels of the retail business. The acquisition of Haddington
Dynamics and Kindred Systems in 2020 bring exciting opportunities in
robotic solutions but we must mitigate the risk that these opportunities
are not realised. An important emerging risk the Board is considering

in the short and long-term is climate change and other related
environmental and social issues.

For further information on How We Manage Our Risks see pages
60to 71

Finance Transformation

In response to the recent significant change to the Group, including
the establishment of the Ocado Retail joint venture and the expansion
of Ocado Solutions and Ocado Ventures, this year has seen the
ongoing transformation of our Finance function. This has included
considerable recruitment, the development of existing controls,
strengthening user access controls and the implementation of
additional reconciliation processes.

Read more in Audit Committee Report see pages 130 to 137

Stock Code: OCDO

Board Developments

We are very sorry that Duncan Tatton-Brown retired from the Board
and as Chief Financial Officer this year and we would like to thank
Duncan for his valuable contribution to the Board and the Group.
We are pleased that Stephen Daintith has been appointed as his
successor and look forward to welcoming him to the Group in the
near future.

Richard Haythornthwaite joined the Board as an independent Non-
Executive Director and Chairman-elect, after the end of the period, in
January 2021, bringing a wealth of international board-level experience.
Michael Sherman joined the Board as an independent Non-Executive
Director in October 2020 and his experience and knowledge in the
technology industry has already proven an asset to the Board. We are
sorry that following the year end Claudia Arney stepped down from the
Board as a Non-Executive Director and thank her for her contribution.

I will be stepping down from the Board after this year’'s AGM, following
eight years as Chairman, but I am confident that | am leaving Ocado
in good hands with Rick stepping into the role. It has been a privilege
to help steer the business and oversee its transformation to a leading
global solutions provider in online grocery and I would like to thank
all my colleagues for their support during my tenure.

Future Outlook

The Board strongly believes that good governance is a key part of
the strength of our business and that by continually reviewing and
monitoring our existing practices we can ensure that our governance
evolves alongside our changing business. As the Group grows and
develops we will continue to focus on our values and culture and to
ensure that as a business we innovate and find new solutions to the
challenges faced.

Chairman
9 February 2021
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Chairman

Executive/Non-Executive:
Non-Executive

Committee Membership:
Nomination (Chairman)

Independent:
No

Skills and experience:

Lord Rose has worked in the retail industry
for over 40 years, including over 25 years
board-level experience. He has held Chief
Executive Officer roles at Argos plc, Booker
plc, Arcadia Group plc and M&S plc. He was
Chairman of M&S plc from 2008 to 2011.
Lord Rose’s in-depth understanding of UK
corporate governance requirements and
extensive experience in the retail sector
provides the Board with valuable, strong
leadership. His considerable experience in
change management has been invaluable in
driving the Group whilst retaining focus on
the core strategic objectives during a period
of significant transformation. Lord Rose was
knighted in 2008 for services to the retail
industry and corporate social responsibility,
and granted a life peerage in August 2014.

External Appointments:

Chairman of Stylemania Limited, trading

as Dressipi; Non-Executive Director of RM2
International S.A.; Chairman of Majid Al
Futtaim Retail based in Dubai; Non-Executive
Director of Time Out Group plc; Chairman of
Zenith; Chairman of EG Group Limited.

Chief Executive Officer

Executive/Non-Executive:
Executive

Committee Membership:
N/A

Independent:
No

Skills and experience:

Tim is the founding Chief Executive Officer of
Ocado, which he started in 2000 and has led
continuously since that time. He provides not
only unparalleled knowledge of the Group
but also a passion that has not dimmed over
the 20 years since the Group’s formation. His
drive and vision continue to be instrumental
in the impressive growth and success of the
Group. In 2016 he was appointed OBE in the
Queen’s Honours List, and in 2018 he was
voted Sunday Times’ Businessman of the
Year. Prior to Ocado, he spent eight years at
Goldman Sachs, during which time he gained
international experience working in London,
Hong Kong and New York in the Fixed Income
division. Tim graduated from Manchester
University in 1992 with an honours degree in
Economics, Finance and Accountancy.

External Appointments:
None
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Chief Operations Officer

Executive/Non-Executive:
Executive

Committee Membership:
N/A

Independent:
No

Skills and experience:

Mark was Head of Technology at Ocado from
2001 until he joined the Board in 2012. He

is responsible for the day-to-day running

of the Ocado operation, including CFCs,
logistics developments, customer service,
business planning and engineering, and

for the installation and maintenance of
international OSP facilities. Prior to joining
Ocado, Mark held a number of IT positions at
the John Lewis Partnership, including Head of
Selling Systems at Waitrose. Mark contributes
valuable knowledge, through his technology
capability and operational experience. He
graduated from University College, London
with a degree in Physics.

External Appointments:
Non-Executive Director of Paneltex Ltd*.

* Ocado owns 25% of Paneltex Ltd.
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Chief Executive Officer,
Ocado Solutions

Executive/Non-Executive:
Executive

Committee Membership:
N/A

Independent:
No

Skills and experience:

Luke joined Ocado as Chief Executive Officer
of Ocado Solutions in 2017, before joining the
Board in 2018. Prior to joining Ocado, Luke
was a Senior Advisor at Boston Consulting
Group and previously Group Development
Director at Sainsbury’s, where he was
responsible for online and digital and all
customer-facing digital activities. Luke has
extensive experience in strategy, online and
grocery retailing and since joining Ocado has
overseen the establishment of a number of
international partnerships and the launch of
our first international CFCs. During his career,
Luke has also worked at OC&C Strategy
Consultants where he was Partner and Head
of the Retail and Consumer practice. He
graduated from ESCP and holds an MBA from
INSEAD.

External Appointments:

Non-Executive Director of Hana Group SAS,
registered in France; Non-Executive Director
of ASOS plc.

Stock Code: OCDO

Group General Counsel and
Company Secretary

Executive/Non-Executive:
Executive

Committee Membership:
N/A

Independent:
No

Skills and experience:

Neill was on the founding team of Ocado,
joining the Board in September 2000,

and provides broad legal and corporate
governance knowledge with a profound
understanding of the business. He has
responsibility for the Group Operations
departments - Legal, Governance, Intellectual
Property, Insurance, Real Estate, Government
Relations and Corporate Responsibility.
Prior to Ocado, he was a barrister in practice
at One Essex Court and spent nine years at
Goldman Sachs in London in the investment
banking and legal divisions. Neill holds
degrees in industrial psychology and law
from the University of the Witwatersrand in
Johannesburg and a Masters in Law from
Sidney Sussex College, Cambridge. He is
admitted as a barrister in England & Wales,
an attorney in New York and an advocate in
South Africa.

External Appointments:
Alternate Non-Executive Director of Mr Price
Group Limited, listed in South Africa.

Senior Independent Director
and Designated
Non-Executive Director

Executive/Non-Executive:
Non-Executive

Committee Membership:
Remuneration (Chairman), Audit, Nomination

Independent:
Yes

Skills and experience:

Andrew is a partner at Freston Ventures
Management Ltd, which invests in consumer
brands that challenge the status quo. He

chairs two of the businesses, online estate
agent Strike and Whocanfixmycar.com, and
advises other businesses such as Five Guys,
Secret Cinema and Cubitts. Andrew previously
served as Chairman of Carphone Warehouse
Ltd and was formerly Group CEO of Carphone
Warehouse plc before its merger, which he led,
with Dixons Group plc. During his career he has
successfully grown numerous new businesses,
has international retail experience and
developed and ran a global services business.
He brings impressive business and leadership
experience to the Board. Andrew graduated
from the University of Leeds with a BA (Hons) in
Management Studies in 1992.

External Appointments:

Chairman of Trustees of The Mix; Chairman of
Strike (House Simple Ltd); Partner of Freston
Ventures Management Ltd; Director of Chik'n
Ltd; Chairman of Whocanfixmycar.com Ltd.
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Non-Executive Director

Executive/Non-Executive:
Non-Executive

Committee Membership:
Nomination

Independent:
Yes

Skills and experience:

Jorn is the Head of M&A for Tetra Laval
Group and has over 30 years’ experience in
corporate development and international
mergers and acquisitions. Jorn has been a
valued member of the Board since before the
Group was listed and his in depth knowledge
and understanding of the business is a great
asset to the Board. Jorn holds a degree in
Business Administration from Lund University,
Sweden.

External Appointments:

Group Board Member of Tetra Laval; Board
Member of Alfa Laval AB; Board Member of
Delaval Holding AB.

Non-Executive Director

Executive/Non-Executive:
Non-Executive

Committee Membership:
Nomination, Audit

Independent:
Yes

Skills and experience:

John has extensive operational and financial
management experience of running large
international businesses, as well as significant
experience in strategic development and
driving improvements in operational
performance. Until he stepped down from the
role in November 2019, John was Group Chief
Executive for Ferguson plc, the world’s leading
specialist distributor of plumbing and heating
products. John was also a partner at Alchemy
Partners, a private equity group, and prior to
that he was Chief Financial Officer at Travelex
Group, the international payments business,
and Hays Plc. John graduated from Imperial
College, London in 1987 and qualified as a
Chartered Accountant with Arthur Andersen,
where he worked for nine years in Audit,
Operational Consulting and Corporate
Finance. He was also Group Controller of The
Stationery Office Group after its privatisation
in 1996.

External Appointments:
None
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Non-Executive Director

Executive/Non-Executive:
Non-Executive

Committee Membership:
Audit (Chairman), Nomination, Remuneration

Independent:
Yes

Skills and experience:

Previously a finance director at Virgin Atlantic
and at Porsche Cars Great Britain, Julie
has both significant financial expertise and
board-level experience. She has chaired
audit committees at various FTSE listed
companies with operations both in the UK
and internationally and brings significant
proficiency to the Audit Chairman role

at Ocado. She is also an experienced
remuneration committee chairman. Julie
holds a BA (Hons) in Economics from the
University of Cambridge and is a Chartered
Accountant.

External Appointments:

Non-Executive Director and Chairman of

the Audit Committee of Rentokil Initial plc;
Non-Executive Director and Chairman of the
Audit Committee at NXP Semiconductors N.V.;
Non-Executive Director and Chairman of the
Audit Committee of easyJet plc.; Non-Executive
Director of Shilton Midco 2 Limited
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Non-Executive Director

Executive/Non-Executive:
Non-Executive

Committee Membership:
Nomination, Audit,
Remuneration

Independent:
Yes

Skills and experience:

As Sky’s Chief Business
Development Officer, Emma
identifies and builds revenue
growth opportunities. This
includes responsibility for

key strategic relationships
with Sky’s technology and
content partners. Emma has
overseen the creation of Sky’s
start-up venture investment
function and US presence,
leading to investment in

over 30 technology start-ups.
Her knowledge of venture
investment is invaluable to the
Group as new opportunities
are identified and invested in
to increase innovation. Emma
graduated with a BA Joint Hons
in Management Studies and
Geography from the University
of Leeds in 1992.

External Appointments:
Group Director of Business
Development, Strategic
Partnerships and Investments of
Sky, a Comcast Company.

Stock Code: OCDO

Non-Executive Director

Executive/Non-Executive:
Non-Executive

Committee Membership:
Nomination

Independent:
Yes

Skills and experience:
Michael brings a wealth of
experience in growth strategy
and improving operational
efficiency in the technology and
telecommunications industry.
He is currently Chief Strategy
and Transformation Officer of BT
Group, having joined the Group
in 2018. As an experienced
technology executive with
strong transformation
experience Michael brings

a vital skill set to the Board

as the Group completes its
transformation into a global
technology-led Group. Michael
has a BS in Computer Science
and Electrical Engineering from
Duke University and an MBA
from Duke University’s Fuqua
School of Business.

External Appointments:
Chief Strategy and
Transformation Officer of BT
Group plc.

Non-Executive Director
and Chairman-elect

Executive/Non-Executive:
Non-Executive

Committee Membership:
Nomination

Independent:
Yes

Skills and experience:

Rick has extensive board-level
experience, having previously
held the role of Chairman at
Mastercard Inc., Centrica plc and
Network Rail Limited, the CEO
role at Blue Circle Group plc and
Invensys plc, and non-executive
directorships at Land Securities
Group plc, Imperial Chemical
Industries plc, Lafarge SA and
Cookson Group plc. His recent
experience, from 2006 to 2020,
overseeing a period of huge
growth and development at
Mastercard is a valuable asset
as Ocado continues to grow.
Rick also provides leadership
experience in the technology
sector as the Chairman and
co-founder of QiO Technologies
Ltd, an advanced analytics and
Al software company.

External Appointments:
Non-Executive Director of
Globant SA.
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Changes to the Board

During the period and up to the
date of signing of the financial
statements the following
changes to the composition

of the Board took place.

Duncan Tatton-Brown resigned
as Executive Director on
22 November 2020.

Michael Sherman was
appointed as Non-Executive
Director on 5 October 2020.

Claudia Arney resigned as
Non-Executive Director on
25 December 2020, after the
end of the period.

Rick Haythornthwaite was
appointed as Non-Executive
Director and Chairman-elect on
1 January 2021, after the end of
the period.
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Corporate Governance Report

The layout of the Corporate Governance Report follows the
structure of the principles of the UK Corporate Governance
Code 2018 (the “Code”) to illustrate how the Code principles
have been applied.

Code Principles

A Effective Board (page 109)

B Purpose, strategy, values and culture (page 110)

C Governance framework and Board resources (page 111)
D Stakeholder engagement (page 112)

E Workforce policies and practices (page 113)

F Board roles (page 114)

G Independence (page 119)

H External commitments and conflicts of interest (page 120)
I Board Efficiency: Key activities of the Board (page 118)

(3]

J Appointments to the Board (page 121)
K Board composition (page 122)
L Annual Board evaluation (page 124)

o

M Financial reporting (page 132)

External Auditor & Internal audit (page 136)
N Review of the 2020 Annual Report (pages 132 and 138)
0 Internal financial controls (page 135)

Risk management (page 135)

- Read more in our Audit Committee Report
on pages 130 to 137

(5]

P Linking remuneration with purpose and strategy (page 148)
Q Remuneration Policy review (page 156)
R Performance outcomes in 2020 (page 163)

Strategic targets (page 152)

Read more in our Directors’ Remuneration
Report on pages 140 to 177
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This Corporate Governance Statement, together with the rest of the
Corporate Governance Report and Committee Reports, provides
information on how the Group has applied the principles and
complied with all relevant provisions of the UK Corporate Governance
Code 2018, and meets other relevant requirements including
provisions of the Listing Rules and the Disclosure Guidance and
Transparency Rules of the Financial Conduct Authority.

The Corporate Governance Statement as required by the Financial
Conduct Authority’s Disclosure Guidance and Transparency Rules
forms part of the Directors’ Report, and has been prepared in
accordance with the principles of the Code. A copy of the Code
and further information on the Code can be found on the Financial
Reporting Council’s website, www.frc.org.uk.

For the year ended 29 November 2020, the Board considers that it
has complied with the provisions of the Code except that the Senior
Independent Director did not meet with the Board without the
Chairman present to appraise the Chairman’s performance. However,
the Chairman’s performance was appraised as part of the external
Board review undertaken during the period.

The key requirements under the Disclosure Guidance and
Transparency Rules DTR 7.2 are covered in greater detail throughout
the Annual Report for which we provide reference as follows:

+  The Group’s risk management and internal control systems
are described on pages 60 to 71

«+ Information with regards to share capital are presented in the
Directors’ Report on page 179

« Information on Board and Committee composition can be
found on pages 104 to 107 and pages 126, 130 and 140

+ The Board diversity policy is discussed on pages 122 and 129

This separate Corporate Governance Statement is approved by the
Board and signed on behalf of the Board by its Chairman and the
Group General Counsel and Company Secretary.

Chairman

Group General Counsel and Company Secretary

9 February 2021
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Board
Leadership and
Group Purpose

JONVNYIN0D

Effective Board

The primary role of the Board is to
promote the long-term sustainable
success of the Group, to generate and
preserve value and to contribute to the
wider society.

This is achieved through good governance and a Board of
Directors which includes the necessary skills, knowledge and
experience to provide effective leadership for the Group.

The key contributions of the Board in driving the long-term
success of the Group are set out below.

Driving long-term success

Strategy: Purpose, Values Stakeholders: Governance:

The Board sets the & Culture: The Board oversees The Board ensures a
strategic priorities of The Board establishes the engagement with all framework of prudent

the Group, monitors the purpose and values of the key stakeholders and and effective governance
implementation of strategic Group that underpin the takes into account their isin place, including the
initiatives and measures foundations of the Group’s interests in exercising its management of risks, to
proposals against, and culture, and monitors responsibilities to focus on maintain stakeholders’
takes decisions in line with, these to ensure they are improving outcomes for all trust and confidence in the
the strategy. aligned. stakeholders. Group.
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Board Leadership and Group Purpose

Continued

Purpose, Strategy, Values and Culture

The Board is responsible for setting

the strategic direction of the Group,
establishing the Group’s purpose and
values and taking a leading role in laying
the foundations of the Group’s culture. The
Board recognises that a clearly established
purpose and strategy, alongside strong
values and a positive culture, is essential
for the Group’s performance and long-term
sustainability and success.

Our purpose, ‘reimagining shopping, by solving complex problems
to provide sustainable solutions for online grocery’, describes our
core focus and is the basis of our actions. Our strategy sets the
direction we are undertaking in order to pursue our purpose. The
Board is confident that our purpose, and our strategy to achieve this,
will serve the interests of our key stakeholders and drive long-term
sustainable success for the Group. Our purpose and strategy are key
considerations in the actions and decision-making of the Board and
the oversight of implementation of these into the operations of the
business.

- For further information on the actions of the Board this year see
the Key Activities of the Board on page 118

Our values guide how the Board and workforce behave, individually
and collectively, and underpin our culture. Our engaged and
mission-driven culture enables us to tackle challenges and pursue
opportunities to realise our strategy and achieve our purpose. Our
values are reflected in our culture which is open and collegiate,
engaged and entrepreneurial. Our culture enables us to find new
solutions to challenges and pursue opportunities with innovative
thinking. During the global pandemic the strength of our culture
has been demonstrated through the resilience of our business.

~» Read more about Our Purpose,
Strategy, Values on pages 14 and 15
and Our Culture on pages 91 and 92
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Despite challenging circumstances the Group successfully delivered
the first two international CFCs for our global partners, ramped up
productivity in our UK CFCs, and expanded in-store picking capability
to meet heightened demand.

With a rapidly growing and more international workforce, reinforcing
ourvalues is of paramount importance to ensure that our positive
culture is embedded across the Group. This year we introduced a new
Code of Conduct and a new Global Employee Handbook that provide
an overview of Ocado and the values expected of all employees. The
Directors strive through their own behaviours to set a strong tone from
the top for senior management and the wider workforce. The Board
leads by example in its actions to promote the culture, by maintaining
high standards of ethics and integrity, and ensures that the necessary
policies and procedures are put in place to maintain the culture. The
Board monitors and assesses the Group’s culture and the table on

the opposite page demonstrates the key actions taken by the Board
during the year to meet this responsibility. If the Board is concerned or
dissatisfied with any behaviours or actions it seeks assurance from the
Executive Directors and senior management that corrective action is
being taken. No issues were raised this year.

Our Purpose \l
Reimagining shopping, by solving <
problems to provide
sustainable solutions for online grocery'

ocado

GROUP

Our Values

and Culture
Our values say it
all - togetherness,

Our Strategy
pride and Facilitating sustained growth
being better for our partners and in turn

l\ for our wider stakeholders l/

www.ocadogroup.com



Board Action

Updates at Board meetings
from the People team on
employee matters including
engagement, recruitment,
retention and diversity

Link to Culture

Provides information to help
gauge the culture, for example
recruitment and retention of
employees that indicates a
positive culture, and feedback
on the wellbeing of employees
which enables monitoring of
the culture

Board reviews and approves all
key workforce related policies,
including a new Code of
Conduct and Global Employee
Handbook

Enables assessment and
oversight to ensure that
policies reflect the values

and desired behaviours of
employees to help embed the
corporate culture

Designated Non-Executive
Director attends all Ocado
Council meetings and reports
back to the Board

Provides direct update on the
concerns raised by employees to
assist in monitoring the culture
and identifying any issues

Reports to the Board on
whistleblowing statistics and
issues raised

Provides information on risks
and concerns identified so
these can be assessed and
mitigated as appropriate

Updates to the Board on health Enables the Board to assess the
and safety matters, for example effectiveness of safety practices

injury rates, safety incidents,
and risk assessment results

and behaviours and assess any
risks and actions required

Board oversees the launch of new Enables oversight of the

employee wellbeing initiatives,
such as the Mind Yourself
campaign, and actions focused
on enhancing diversity and
inclusion, such as the creation of
five inclusion committees

initiatives and actions taken
to ensure the tools for a
positive culture and employee
wellbeing are in place

Review and approve modern
slavery statement and gender
pay gap statement

Stock Code: OCDO

Enables assessment of the
broader culture of the Group
and its relationships with
suppliers and customers

Maintaining good governance is essential to support the
delivery of the Group’s strategic objectives, and to ensure that
the business is run well for the benefit of all stakeholders and
sustainable long-term value. A good governance structure is
not static and as the Group grows and develops the Board
continues to monitor the framework so it remains appropriate
to the business. As part of the Group’s transformation
programme the management leadership structure has moved
to a mission-based structure organised around the missions of
the business.

The governance framework embeds our values into the policies
and processes of the Group and therefore helps to strengthen
the corporate culture. The framework of Board and executive
committees and clearly stated levels of authority create

clear lines of accountability and effective oversight. This also
facilitates timely decision-making at the correct level.

Read more about our Leadership Structure on
pages 114 to 115

During this year the Board has reviewed and approved an
updated Schedule of Matters Reserved for the Board, Board
Committee Terms of Reference and Delegations of Authority
Policy. There is an internal controls system in place which
allows the Board to assess and manage risks to the business.

Read more in How We Manage Our Risks on pages 60 to
71 and the Audit Committee Report on pages 130 to 137

The Board provides support to senior management in
implementing strategic priorities as well as oversight and
constructive challenge on the running of the business. Through
reporting, including the use of both financial and non-financial
metrics, the Board is able to evaluate and guide the progress
and performance of the Group. Reports from across all areas of
the business are provided at each Board meeting to update the
Board and enable effective discussion.
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Board Leadership and Group Purpose

Continued

Board Engagement in 2020

Broker-hosted Q&A
events (outside of
results) with Director
presentations

Formal investor update
sessions with Directors

The Board recognises its responsibilities to engage with and
incorporate the views of key stakeholders in strategic planning and
decision-making, and the importance of stakeholder trust in building
resilience and long-term sustainability. The induction of new directors
includes appropriate training on the director duties of section 172 and
the role of stakeholder engagement. Annually the Board is provided
with a detailed analysis of stakeholder interests and engagement
mechanisms and given a refresher on section 172. A reference

to section 172 and the duty to consider stakeholder interests is
highlighted in each meeting and recent changes to the structure of
Board papers formalises the requirement to provide an assessment of
the effect on stakeholders in proposals submitted to the Board.

Although the Board retains overall responsibility for stakeholder
engagement there is interaction at various levels of the business so
that itis carried out by those most relevant to a particular stakeholder
group or particular issue. The Engaging With Our Stakeholders section
on pages 72 to 81 sets out the main interests of key stakeholders and
the ways in which the Group engages with them. Where engagement
is delegated to senior management or other employees the

Board maintains oversight through reports provided to the Board.
Engagement and feedback from stakeholders provides not only
valuable information on the interests of stakeholders but also helps to
keep the Board aware of any material issues and significant changes
within the market which can then be factored into decision-making.
The Board recognises the importance of considering all stakeholders
in its decision-making, although the weight given to each

stakeholder group may vary depending on the subject in question.
Through engagement and greater understanding of the interests of
stakeholders, the Board is able to assess the long-term consequences
of decisions on stakeholders and the business. We continue to work
on embedding practices across the Group so that consideration of
stakeholder interests in decisions is second nature at all levels of

the business.

Read more about the Key Activities of the Board on page 118

In addition to individual stakeholder groups the Board is mindful of
the impact of the Group’s operations and the actions directed by the
Board on the wider society and environment.
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Combined total views
of employee live stream
video updates

All-employee live stream
business updates led by
CEO Tim Steiner

The Board in its actions seeks to maintain the highest standards of
professionalism, integrity and ethics and to ensure that the Group
maintains its reputation for high standards of business conduct.

Read more in our Corporate Responsibility section on

pages 82 to 89

Read more in our Ethics and Compliance section on
page 98

The Group is committed to engaging with shareholders and
prospective investors to inform and aid understanding of its

strategy and progress. The focus of all communications is ensuring
transparent, detailed and meaningful information. The Chairman

has overall responsibility for ensuring that the Group has appropriate
channels of communication with its shareholders and is supported in
this by the Senior Independent Director and the Executive Directors.
Shareholders are consulted on a variety of issues, as appropriate,
such as the composition of the Board and Director remuneration. The
Board regularly receives feedback from the Group’s brokers, advisers
and the Executive Directors on the views of major shareholders

and the investor relations programme, and also receives reports on
significant changes to the composition of the Group’s share register.
Due to the pandemic the usual direct engagement mechanisms

with shareholders have been curtailed but the Directors have
continued communications virtually through one-to-one meetings
and responding to specific shareholder queries and provided digital
presentations, including for the Half-Year results announcement. In
order to ensure that shareholder engagement is facilitated at the 2021
AGM, despite the potential ongoing restrictions for in person meetings
due to the pandemic, the Company is utilising an online meeting
platform to allow for electronic participation by all shareholders.
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Our people bring a diverse range of experience, expertise and
perspectives that contribute to the values and culture of Ocado and
are essential for the delivery of our strategic objectives. A positive
environment where our people feel valued, motivated and able

to thrive is essential to the Group’s continued success. The Board
recognises the value of, and supports, significant investment of time
and resources in our workforce to allow the Group to attract and
retain talent and develop the skills of our employees.

The Board reviews and approves all key policies that impact our
workforce to ensure that policies and practices support the Group’s
purpose and reflect our values. This year a new Code of Conduct

and a Global Employee Handbook were both introduced, which
provide important information on working at Ocado and help embed
the behaviours and values of the Group alongside more practical
information to enable our employees to work effectively and efficiently.
We have also introduced updated anti-bribery and anti-corruption
policies this year. Employees undertake mandatory training on key
policies to ensure that they are properly read and understood and to
help embed the principles as part of our culture.

The Board is responsible for overseeing the Company’s arrangements
for the workforce to be able to raise matters of concern and seeks

to foster an environment where individuals can be confident about
speaking up about concerns without fear of retaliation. The Company
operates an externally facilitated system, Speak Up, detailed in the
Ethics and Compliance section on page 98. The Board monitors this
area through reports on the number and types of reports submitted
through the whistleblowing process and the outcomes of the
concerns raised.

Ocado is focused on the importance of the wellbeing of our workforce
and this has been heightened during the global pandemic with
additional challenges for our frontline workers and our newly
remote workers. We have introduced a number of new initiatives

to provide support for wellbeing including a global Employee
Assistance Programme, the Mind Yourself global wellbeing support
programme and our new approach to listening, wellbeing and
inclusion called #YouMatter. We also introduced a comprehensive
new induction programme designed to take place remotely that has
been successfully utilised as we have continued to hire during the
pandemic.

Read more in Our People section on pages 90 to 97

Stock Code: OCDO
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The Board engages with the workforce using various methods to
ensure they receive information on the Group to remain engaged and
committed and to ensure the Board understands the composition
and views of employees. As the Designated Non-Executive Director,
Andrew Harrison is an important link to the workforce. Andrew
attended all Ocado Council meetings this year and reported back

to the Board on the views and concerns of the workforce, as well as
being able to respond to questions raised at these meetings.

Read more about the DNED in the Our People section

on page 97
Since the start of the pandemic, regular electronic live streams to
allemployees from CEO Tim Steiner have proven to be a very useful
engagement mechanism. Tim, and the executive team, update the
workforce on all aspects of the business and take direct questions in
real time from employees. This year the frequency of updates from
the Chief People Officer increased to provide the Board with up to
date, valuable information on the workforce. This year has also seen
the introduction of a new employee engagement platform, Peakon,
which enables employee feedback to be gathered continuously, as
opposed to an annual survey, to provide more useful data and enable
more timely action in response.

Read more in our Engaging With Our Stakeholders section on
pages 72 to 81
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Division of Responsibilities

The Board is responsible for providing leadership to the Group. The structure of the Board, and management, roles and committees ensures controls and
oversight with a balanced approach to risk aligned with Ocado’s culture. The structure assists the Board with carrying out its responsibilities and is designed

to ensure that the Board focuses on strategy, monitoring the performance of the Group and governance, risk and controlissues.

The following diagram shows the role of the Board and its Committees and senior management:

Board of Directors

The Board is collectively responsible for the long-term success of the Company. The business of the Company is managed by
the Board who may exercise all of the powers of the Company. The Board has a formal schedule of matters reserved for the
Board’s decision-making which is available on the Corporate Website. Although the Board retains overall responsibility,

it delegates certain matters to the Board Committees, and the detailed implementation of matters approved by the Board
and the day-to-day operational aspects of the business to the Executive Group.

Board Committees

The Board Committees consist of Non-Executive Directors and each Committee Chairman reports to the Board on matters
discussed at Committee meetings and highlights any significant issues that require Board attention. The terms of reference for
each Board Committee are reviewed annually and are available on the Corporate Website. The reports by each Board Committee
are given in this Annual Report.

Audit Committee

Reviews and reports to the

Board on the Group’s financial
reporting, internal control and risk
management systems. Monitors the
independence and effectiveness

of the external auditor and the
effectiveness of the internal audit
function.

Executive Group

Remuneration Committee

Determines the remuneration,
bonuses, long-term incentive
arrangements, contract terms and
other benefits in respect of the
Executive Directors, the Chairman,
the Company Secretary and
senior management. Oversees the

remuneration and workforce policies

and takes these into account when
setting the policy for Directors’
remuneration.

Nomination Committee

Provides succession planning for
the Board and leads the process

for all Board appointments. Keeps
under review the membership and
composition of the Board, including
the combination of skills, experience
and diversity, and ensures it remains
appropriate.

The Executive Group is responsible for the day-to-day running of the business, carrying out and overseeing operational
management, and implementing the strategies the Board has set. The Executive Group meets weekly.

Executive Committees

These governance Committees are chaired by an Executive Director and report to the Executive Group, and the Board or Board

Committees as appropriate.

Oversees the Group’s risk register, risk

control processes and disaster recovery

plans.

Oversees the Group’s health, safety and
environment management systems and

monitors the progress of safety plans.

Monitors the Group’s information security Oversees the treasury policy concerning the

measures and oversees changes to
security systems.

Reviews and authorises capital
expenditure projects, overspends and

Group’s cash and deposits, investments,
foreign exchange and interest rates.

Supports and drives data privacy
governance and provides assurance that

property expenditure, in accordance with  best practice mechanisms are in place.

agreed limits.
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Non-Executive Directors

Support and constructively challenge the Executive Directors
+  Monitor the delivery of the Group’s strategy within the risk and control framework set by the Board

Provide an external perspective and bring a diverse range of skills and experience to the Board’s
decision-making

Meet with the Chairman regularly without Executive Directors present
+  Oversee the appointment and removal of Executive Directors

Executive Group

Day-to-day management of the Group’s operations

+  Execute the strategy once agreed by the Board

+ Undertake certain detailed aspects of the Board’s responsibilities as delegated to the Executive
Group

+  Executive Group carry out some of these responsibilities through Executive-led Committees

--------

Leads the Board

Promotes high standards of governance and ensures the effectiveness of the Board in directing
the Company

Sets the Board’s agenda

Responsible for encouraging and facilitating engagement by the Directors to ensure all Directors
make an effective contribution

Promotes a culture of openness, constructive debate and challenge on the Board

Senior Independent Director

+  Supports and acts as a sounding board for the Chairman

Available to the shareholders

Designated Non-Executive Director

Understands the views of the workforce and identifies any areas of concern

Communicates the views of the workforce to the Board

Ensures the Board considers the workforce in all its proposals

Explains to the workforce the Company’s policy on executive remuneration

Chief Executive Officer

Responsible for the day-to-day running of the Group’s business and performance and the
implementation of strategy

+ Leads the Executive Group
+ Represents management on the Board

Group General Counsel and Company Secretary

Ensures Board procedures are followed

+ Implements and oversees the governance framework
«+  Ensures that information flows between management, the Board and its Committees

The role descriptions for CEO, Chairman,
Senior Independent Director and Designated
Non-Executive Director are set out in writing
and provide a system of checks and balances
to ensure no individual has unfettered
decision-making power.

The Chairman is responsible for ensuring
that all of the Directors are properly briefed
on issues arising at Board meetings and that
they have full and timely access to accurate,
relevant information. To enable the Board
to discharge its duties, all Directors receive
appropriate information, including briefing
papers distributed in advance of the Board
meetings.

Directors can, where they judge it to be
necessary to discharge their responsibilities
as Directors, obtain independent
professional advice at the Company’s
expense. The Board Committees have access
to sufficient resources to discharge their
duties, including external consultants and
advisers and access to internal resources
and relevant personnel. The Directors also
have access to the advice and services of the
Company Secretary as required.

== |ndicates delegation

"""" Indicates Board support
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Division of Responsibilities

Continued

During the year, due to the pandemic, the Board and its committees have conducted meetings remotely through video calls to enable the Board
to continue to function and maintain the integrity of our governance structure. During the period, the Non-Executive Directors held a number of
meetings without the Executive Directors present. In the event a Director was unable to attend a meeting they still received all the papers for the

meeting and were updated on matters discussed at the meeting.

Meetings attended @ Possible meetings the Director could have attended

Lord Rose (Chairman)

Andrew Harrison (SID, DNED)

Emma Lloyd (NED)

Jorn Rausing (NED)

Julie Southern (NED)

Claudia Arney (NED)*

John Martin (NED)

Michael Sherman (NED) - appointed within the year
Tim Steiner (CEQ)

Duncan Tatton-Brown (CFO) - resigned within the year
Mark Richardson (COO)

Luke Jensen (CEO, Ocado Solutions)

Neill Abrams (Group General Counsel and
Company Secretary)

* Claudia retired from the Board after the end of the financial year.

® 0P0PO00ROAOA6:

Audit
Committee

N/A

(7
(7
N/A
(7
N/A
(7]
N/A
N/A
N/A
N/A
N/A

N/A
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Nomination
Committee

<
>

N/A
N/A

N/A

Remuneration
Committee

N/A
o
N/A
N/A

N/A
N/A
N/A
N/A
N/A
N/A

N/A

vavv.ocadogrou p.com






Division of Responsibilities

Continued

The table below sets out some of the Board’s key areas of focus and discussions through the year as it effectively discharged its responsibilities. It also shows
the stakeholder views and interests, gathered through stakeholder engagement and feedback, that were considered in each of the actions identified.

Area

Strategy,
Performance
and Financing

Actions

Annual strategy conference to review and set the Group’s strategy and medium-term plan, including updates
on strategic initiatives from across the business and discussion of priorities in the short and long-term.

Received regular updates on the impact of Covid-19 on the business, particularly projects with
Solutions partners and online grocery demand, and oversaw the response to the pandemic,
including increasing capacity and putting in place new health and safety measures.

Received regular reports from senior management, including Ocado Retail, on trading, business
performance, financing and the implementation of strategy throughout the year.

Approved a capital raise of approximately £1,007 million comprising the placing of approximately
£650 million of new ordinary shares and share offer on PrimaryBid, and the offering of £350 million
of convertible bonds due 2027.

Approved the acquisition of Haddington Dynamics Inc. and Kindred Systems Inc., specialist robotic
companies.

Stakeholders
considered

@000
6200

@000
®<e0

000
©06

Reporting, Risk

Undertook annual review of the principal and emerging risks of the Group and consideration of

Management, risk appetite. Reviewed and validated the effectiveness of the Group’s systems of internal controls @@@@
and and risk management framework.
2‘;‘:‘:“:abmty Reviewed reports on specific risk areas across the business including the cyber security control envionment, @@ @@
ontrofs ongoing material litigation, and health and safety measures introduced in response to Covid-19. @@@@
Reviewed and approved the Group’s full-year 2018/19 and half-year 2020 results as well as the quarterly @e
results, regulatory announcements and the Group’s Viability Statement and going concern status.
Operations Approved the annual budget, the business plan for the Group and individual capital expenditure projects. @ee@
Received regular reports on the key projects including new technologies and the switchover to M&S @
products on ocado.com. @@@@
Received regular reports on the implementation of CFC projects for Solutions clients, including the launch @@
of new CFCs in France and Canada and the ongoing work on CFCs in Australia, the USA and the UK.
Leadership and  Consideration of the composition and effectiveness of the Board, including the appointment of @e
People Michael Sherman and Rick Haythornthwaite.
Reviewed and discussed the outcomes of the externally facilitated Board evaluation and reviewed @
progress against the 2019 Board evaluation action plan.
Received reports on people issues including diversity and inclusion, gender pay gap analysis, the introduction @e
of new employee wellbeing initiatives, and the launch of a new employee engagement platform.
Governance Reviewed various environmental, governance and social related matters including, annual stakeholder @@oe
and Corporate  analysis, corporate responsibility update, and materiality assessment. @@@@
Responsibility

Key to icons:
w Our People

@ Society and Community
e Regulatory Bodies

e Investors

118

Reviewed and approved corporate statements including gender pay gap statement, modern slavery
statement, and carbon assurance statement and basis of preparation document.

@ Partners

@Suppliers (Solutions)

@Suppliers (Retail)
@Customers (Retail)
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Board Independence

B

Executive Director 4

e Chairman 1

e Non-Executive Director 7

Figures as at year end.

At end of the financial year the Board
comprised twelve Directors, including
seven Non-Executive Directors, excluding
the Chairman (who was independent

on appointment), all determined by

the Board to be independent and four
Executive Directors (for the majority of
the year prior to the retirement of Duncan
Tatton-Brown there were five Executive
Directors). Therefore the Board complies
with the Code recommendation that
independent non-executive directors
should make up at least half of the
Board, excluding the Chairman. The
independence of the Non-Executive
Directors is assessed annually, including
the length of tenure and relationships

or other circumstances that are likely to,
or could appear to, impair a Director’s
judgement. Similarly, the composition

of the Nomination Committee, Audit
Committee and Remuneration Committee
complied in all respects with the
independence provisions of the Code
during the period.

Stock Code: OCDO

Jorn Rausing

The Board has scrutinised the factors relevant
to its determination of the independence of
Non-Executive Director Jorn Rausing. Jorn
Rausing has been a Director for 17 years,

ten of which the Company was listed. Jorn

is a beneficiary of the Apple Ill Trust, which
owns Apple Il Limited (together, “Apple”), a
significant (approximately 109%) shareholder
of the Company. Jorn is not a representative
of Apple, nor does Apple have any right to
appoint a Director to the Board.

The Board considers his continuing
directorship to benefit the Group and support
the principles of the Code. Jérn’s significant
experience as a co-owner and manager of
Tetra Laval, a global technology and industrial
group, enhances the skills and experience on
the Board in addition to bringing international
expertise during a period when the Group

is expanding substantially outside of the

UK. Jorn also ensures there is a long-

term perspective brought to the Board’s
decision-making reflecting the approach
adopted at Tetra Laval to its own technology
development and commercial expansion.

The Board considers Jorn to be independent
in character and judgement, and does not
believe the size of Apple’s shareholding, nor
the duration of Jérn’s tenure on the Board,
amounts to a relationship or circumstance
which may affect his judgement. Jorn has
stood for re-election annually since 2011 and
on each occasion has been re-elected by a
substantial majority of shareholders.
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Division of Responsibilities

Continued
Director Change in Commitment
Lord Rose Appointed Chairman of EG Group Limited

Resigned from Fat Face Group Limited

Andrew Harrison

Appointed Chairman of Whocanfixmycar.com Ltd (previously Director)

Claudia Arney Appointed Director of RooFoods Ltd

Julie Southern

The Company is mindful of the time commitment required from Non-
Executive Directors in order to effectively fulfil their responsibilities
on the Board, particularly providing constructive challenge and
holding management to account and utilising their diverse skills and
experience to benefit the Company and provide strategic guidance.
Prior to their appointment, prospective Directors are asked to provide
details of any other roles or significant obligations that may affect the
time available for them to commit to the Company. The Chairman
and the Board are then kept informed by each Director of any
proposed external appointments or other significant commitments
as they arise. These are monitored to ensure that each Director has
sufficient time to fulfil their obligations and Chairman approval

is required prior to a Director taking on any additional external
appointment. Each Director’s biographical details and significant
time commitments outside of the Company are set out in the Board
Biographies on pages 104 to 107. There have been a number of
changes to the Directors’ external appointments during the period as
set outin the table above.

The Companies Act 2006 provides that Directors must avoid a
situation where they have, or can have, a direct or indirect interest
that conflicts, or possibly may conflict, with the Company’s interests.
Boards of public companies may authorise conflicts and potential
conflicts, where appropriate, if their company’s articles of association
permit, which the Articles do.
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Appointed Chairman of Trustees of The Mix (previously Trustee)

Appointed Director of Shilton Midco 2 Limited
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Effective Date of Change
21 January 2021 (after period end)

23 October 2020
July 2020
March 2019

23 November 2020
3 December 2020 (after period end)

Whenever a Director takes on additional external responsibilities, the
Director will discuss the potential position with the Chairman and
confirm that, as far as they are aware, there are no conflicts of interest.
Each Director is required to disclose conflicts and potential conflicts
to the Chairman and the Company Secretary as and when they
arise. As part of the induction process, a newly appointed Director
completes a questionnaire that requires him or her to disclose any
conflicts of interest to the Company. Thereafter, each Director has

an opportunity to disclose conflicts at the beginning of each Board
and Committee meeting and as part of an annual review. During

the year some Directors declared potential conflicts of interest in
relation to matters being discussed by the Board and as such did not
participate in discussions regarding these matters. None of the other
Directors declared to the Company any actual or potential conflicts
of interest between any of his or her duties to the Company and his
or her private interests and/or other duties, except in the case of the
Executive Directors, each of whom holds the position of Director

of the Company and director of a number of Group subsidiary
companies. The system in place for monitoring potential Director
conflicts remained effective throughout the period.

Ocado Retail Limited and Conflicts of Interest

Tim Steiner and Duncan Tatton-Brown are Ocado appointed directors
on the Ocado Retail Limited board. Notwithstanding their Companies
Act 2006 duties and obligations under the Articles, both directors are
subject to the provisions of the Ocado Retail articles of association
and to the provisions within the Ocado Retail shareholders agreement
on conflicts of interest and related party matters.
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Composition, Succession and Evaluation

The Nomination Committee leads the process for Board
appointments and makes recommendations to the Board and also
ensures that succession plans are in place for the Board and senior
management. The formal procedure for Board appointments and
succession planning is detailed in the Nomination Committee Report
on pages 128 to 129.

Director Re-election

Each Director is required under the Articles to retire at every annual

general meeting and submit themselves for re-election by shareholders.

At the 2020 annual general meeting, all of the current Directors (except
for Michael Sherman and Rick Haythornthwaite who had not yet been
appointed) stood for reappointment, and were duly elected with
majorities ranging from 80.35% to 99.78% of the votes cast.

All the Directors will retire and seek re-election at the 2021 Annual
General Meeting of the Company (“AGM”), except for Lord Rose who
intends to stand down at the AGM. This report and in particular the
Board Biographies on pages 104 to 107 sets forth the contribution
of each Director on the Board to the Company and on this basis

the Board, and specifically the Chairman, believes each Director
proposed for re-election at the AGM should be reappointed. The
Board has based its recommendations for re-election or election, in
part, on its review of the results from the Board evaluation process
outlined on pages 124 and 125, on the reviews of the Executive
Directors conducted at meetings of the Non-Executive Directors, the
Chairman’s review of individual evaluations, and whether a Director
has demonstrated substantial commitment to the role (including
time for Board and Committee meetings noted in this report) and
other responsibilities, taking into account a number of considerations
including outside commitments and any changes thereof during
the period. J6rn Rausing has served as a Non-Executive Director
for 17 years, seven of which were before the Company’s Admission.
Accordingly, due to the length of tenure, the recommendation of
his reappointment to the Board was subject to particular scrutiny
(including the importance of maintaining Board continuity).

Stock Code: OCDO

Board Induction and Professional Development

On joining the Board, it is the responsibility of the Chairman and
Company Secretary to ensure that all newly appointed Directors
receive a full and formal induction, which is tailored to their individual
needs based on experience and background. The induction
programme includes a comprehensive overview of the Group

and begins with the Director attending the standard employee
onboarding to provide first hand experience of the introduction
provided to all new employees. Then the Director meets with the
Executive Director or appropriate senior management from each

of the areas of the business: Ocado Solutions, Ocado Technology,
Platform Implementation, Ocado Logistics, Client Services and Group
Operations. Guidance and training, as appropriate, is provided on
Board governance and the duties, responsibilities and liabilities of

a director of a listed company. These activities formed part of the
induction programme for Michael Sherman who joined the Board

in October 2020 and Rick Haythornthwaite who joined the Board in
January 2021.

The Board and Board Committees receive training, including in
specialist areas, and updates on issues relevant to the Group’s
business, including legal, regulatory and governance developments
and operational and technological updates. Training is typically
arranged by the Company Secretary in consultation with the
Chairman or relevant Board Committee Chairman. The members

of the Remuneration Committee received updates from the
Remuneration Committee’s remuneration advisers including on the
new remuneration reporting market practices. Members of the Audit
Committee received written technical updates from the external
auditor to keep them abreast of the latest accounting, auditing, tax
and reporting developments. The Board have also received briefings
from external advisers on a range of strategic matters.
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Composition, Succession and Evaluation

Continued

The composition of the Board and Board
Committees is continually assessed to
ensure an appropriate balance of skills

and experience is maintained. The Board
takes into account various considerations

in assessing the composition of the Board
including length of Director tenure, Board
diversity, independence and the combination
of skills and experience of the Directors. As
highlighted in the external Board evaluation
undertaken in 2019, the shift in the Group’s
business from purely UK grocery retail

based to a technology-led global solutions
provider, created new areas of skills and
experience the Board needed to include. The
appointment of Michael Sherman this year
has strengthened the Board in these areas
due to his global business background and

Board Gender Diversity

n
=
Total Executive Non-
Board Executive
Female

(25% of Board, 43% of NEDS)

. Male

technology industry based experience. The
appointment of Rick Haythornthwaite as
Non-Executive Director and Chairman-elect
brings further depth to the Board in global
business experience as well as extensive
leadership experience, including in the
technology sector. The combination of skills
and experience of the Board is illustrated on
the chart on the opposite page.

The Board considers a diverse Board, of
gender, ethnicity and social backgrounds,
leads to better outcomes and improved
decision making and is committed to
improving diversity on the Board. The Board
diversity policy includes agreed objectives
to improve diversity, and progress against

Senior Management
Gender Diversity

Female 17

a Male 53

Note that all information is recorded as at the end of the period.
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the objectives is regularly monitored. Further
details on the policy and diversity and
inclusion at Board level is included in the
Nomination Committee report on page 129
and for the Group as a whole in the People
section on pages 90 to 97. The charts below
and opposite illustrate the gender diversity
of the Board and senior management and
the diversity characteristics of the Board as
identified by individual Directors.

Read more in the Board’s Biographies
on pages 104 to 107

Length of Tenure of Chairman
and Non-Executive Directors

0-3 3-6 6-10 10+
years years years years
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Combination of skills and experience as identified by the Board

Number of Directors Number of Directors
Chairmanship Investor relations
Risk management Retail industry
Financial reporting Marketing
Workforce engagement Governance
International board experience Grocery industry
Prior FTSE Board experience Business development
Financial acumen Operational

Technology

The Board participated in a process to identify their own cognitive diversity characteristics taking into account less
tangible factors such as life experience and personal attitudes®”

(1) Categories taken from the Office for National Statistics.

Age
1 41-55

56-70
70+
What is your ethnic group?
@ White
Mixed/multiple ethnic groups
Black/African/Caribbean/Black British

Diversity

e’ . Sexual orientation
Characteristics

Heterosexual/straight

Do you consider yourself to have a disability
defined by the Equality Act 2010?
® No

Prefer to self-describe

What is your highest level of educational
1 attainment?
@ Level 7 - Master’s degree

@ Level 6 - Bachelor’s degree
Level 5 - Higher national diploma
Were you educated outside of the UK?
Yes

No

Note that all information is recorded as at the end of the period
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Composition, Succession and Evaluation

Continued

Review of Board Effectiveness

In October 2020 a board evaluation review was externally facilitated by
Manchester Square Partners (“MSP”) (who have no other connection with
the Company, and are considered by the Board to be independent).

The Board recognise that a continuous and constructive review of its
performance supports the development of a high-performing board.
Itis committed to conducting annual reviews with external input at
least once every three years, as recommended by the Code.

Aboard effectiveness review was also externally facilitated by

MSP in 2019. Given the impact of the Covid-19 pandemic and the
unprecedented challenges and increase in retail demand it presented,
it was agreed by the Chairman and the Company Secretary that
external insight and input on the Board’s effectiveness would be
particularly valuable. MSP were selected to facilitate the evaluation,
providing continuity of the evaluation completed in 2019.

External External Internal
evaluation evaluation evaluation
conducted conducted

by MSP by MSP

An online questionnaire was developed by MSP in collaboration
with the Company Secretary to address the performance and
effectiveness of the Board whilst applying the principles of

the Code.

Individual interviews were conducted with the Chairman,
Senior Independent Director, Chief Executive Officer and Chief
Financial Officer.

Summary and detailed anonymised data were provided

in a separate report. The data, free format comments and
interviews formed the basis of the board evaluation report,
which was discussed with the Chairman before presenting to
the Board.

124

The evaluation report concluded that:

.
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The Board and its Committees function well with excellent
dynamics. The Board is led by a strong, inclusive and effective
Chairman who encourages engagement, contribution, openness
and trust.

The Board responded well to the Covid-19 pandemic, the
challenges it presented and the significant increase in online
demand whilst transitioning the retail business, expanding work
with existing partners and developing the Solutions business.

The Board is effective, providing good oversight, leadership
and support to the business with all Directors engaged,
recognizing the opportunities and challenges, and focused on
ensuring a successful future, whilst providing keen and active
contribution wherever possible within a remote environment.

The review also highlighted the following as areas to
consider during 2021:

Action
Succession  Further develop on-boarding plans for new
planning appointments and review support given to
transitions.
More discussion, with action plans on
future management structures and issues of
diversity and inclusion in management.
Consider recruiting a Non-Executive Director
with international experience in software or
engineering to support the expansion of the
Solutions business.
Solutions Develop an enhanced performance
Business reporting pack.
Performance
Board Continue to build on board paper
papersand improvements initiated in 2020, including
discussion  mechanisms to improve contributions

and debate.

Board Agenda To review forthcoming agenda items to
planning ensure appropriate board time is allocated
across key areas.
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The outcome of the 2019 externally facilitated board evaluation was reported in detail in last year’s Annual Report. The focus areas
highlighted by that review and progress made are set out below:

Action Outcome(s)
Board pack and Review of board meeting reporting and Board Intelligence software, one of the market
presentations development of metrics that readily highlight  leaders in board reporting, is in the early stages of
key points for discussion, enabling an implementation, providing access to their platform,
appropriate level of preparation, questions, including templates and learning tools, for all board
debate and challenge. paper contributors.

Effective Reporting Workshops have been provided by
Board Intelligence to Board paper contributors, with a
particular focus on s172 requirements and the provision
of an executive summary/key points for discussion.

Executive Management are developing a results pack
that reports key performance metrics to provide
better information concerning the performance of the
Solutions business in particular.

Length of meetings Given the pace and activity of change, allotted Meeting length increased, monitored and
time for Board meetings should be extended  reviewed regularly.
to ensure enough opportunity for full
discussion on all topics.

Visibility of relationship Given the evolving range and nature of key There has been significant focus on workforce

with Stakeholders stakeholder groups, further visibility and engagement during the year. Following a trial with Ocado
review of key stakeholder groups to take Technology, Peakon, the market-leading employee
place at Board level. feedback tool that enables employees to instantly,

anonymously and continuously give feedback, was
introduced to Operational Management and Head Office
roles across the globe, with Andrew Harrison, Designated
Non-Executive Director (DNED), an active sponsor of the
project.

As an active conduit between the Board and employees,
the DNED provides feedback to the Board following
discussions with employees and management and
likewise communicates Board decisions to the workforce.
The introduction of Peakon supports the feedback
process, providing insights across all cross sections of our
employees, ensuring an even better understanding of our
people and putting them at the centre of our business
decisions.

Consultation takes place with shareholders on
remuneration policies and Board composition.

Management reporting includes feedback from
Solutions partners.

Board composition Consider a Non-Executive Director that will Michael Sherman appointed as a Non-Executive Director
further support the Group’s shift towards the  in October 2020. Michael brings extensive technology
Solutions Business. sector experience and skills to support the Group’s

growth as a technology-led software and robotics
platform business.
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Nomination Committee Report

“The Nomination Committee believe our
recent appointments fit well with Ocado’s
current and future strategic needs.”

Lord Rose
Chairman Dear Shareholder

On behalf of the Board, | am pleased to present the report of the
Nomination Committee for the 52 weeks ended 29 November 2020.

This has been a busy year for the Nomination Committee with

a number of significant changes to the Board. Following his
resignation after eight years in his role as Chief Financial Officer and
Executive Director, | would like to thank Duncan Tatton-Brown for his
dedication and hard work and the significant contribution he made
throughout his time with Ocado. Stephen Daintith will succeed
Duncan as Chief Financial Officer. We look forward to welcoming
Stephen in the near future.

During the year the Nomination Committee undertook a thorough
review of the Board’s composition, placing a strong focus on succession
plans, business transformation reviews and talent development

and organisation succession. A new Non-Executive Director, Michael
Sherman, took up his position on 5 October 2020 as an independent
Non-Executive Director making an important addition to our skill set.
The Committee also undertook a thorough search for a new Chairman,
following my decision to retire at this year's AGM after eight years of
service. This process was led and overseen by John Martin and the
Committee, resulting in the appointment of Richard Haythornthwaite as
an independent Non-Executive Director and Chairman-elect on

1 January 2021. Richard will assume his role as Chairman following the
AGM on 13 May 2021.

As a Committee, we believe our recent appointments fit well with
Ocado’s current and future strategic needs.

Claudia Arney stepped down from the Board on 25 December

2020. As well as serving as a Non-Executive Director she was also a
member of both the Remuneration and Nomination Committees. We
thank her for her contribution.

Please read on for more information about the work of the
Committee during the year.

I will be available at the AGM to answer any questions about the
work of the Nomination Committee.

Lord Rose
Chairman
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Delivering an

effective Board

Key Responsibilities

Review the structure, size and composition of the Board and its
Committees

Give full consideration to succession planning for the Board and
senior management and oversee the development of a diverse
pipeline for succession

Review the leadership needs of the organisation, both executive
and non-executive

Identify and nominate potential candidates for Board vacancies as
and when they arise, in line with succession planning

Evaluate the combination of skills, experience, independence,
diversity and knowledge on the Board and its Committees

Review and act upon the results of the Board performance
evaluation process and assess how effectively members work
together to achieve objectives

Liaise as necessary with other Board Committees and the Board,
ensuring this interaction is regularly reviewed

Support workforce initiatives that promote a culture of inclusion
and diversity

Membership

As required under the Terms of Reference, the Nomination
Committee comprises all Non-Executive Directors, and the
Chairman, and holds a minimum of two meetings a year. Michael
Sherman became a member of the Nomination Committee on
his appointment to the Board on 5 October 2020. Claudia Arney
resigned from the Committee and the Board after the end of the
period on 25 December 2020. The biography of each member of
the Nomination Committee is set out in the Board Biographies
on pages 104 to 107. Other attendees at Nomination Committee
meetings include the Chief Executive Officer and the Chief People
Officer. The Deputy Company Secretary is the secretary to the
Committee.
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How the Committee Spent its Time During the Year

The responsibilities of the Nomination Committee are set out in

its Terms of Reference. The Nomination Committee has an annual
work plan, developed from its Terms of Reference, whilst also
dealing with specific issues as they arise predominantly relating

to the appointment and succession planning of the Board and
senior management, and also supporting the development of a
diverse pipeline. The main matters that the Nomination Committee
considered during the year are described below:

« recruitment process for a new Non-Executive director, resulting in
Michael Sherman’s appointment to the Board;

+ the process used in relation to appointments, the approach to
succession planning and how both support developing a diverse
pipelineg;

«  Stephen Daintith’s appointment as Chief Financial Officer,
following succession planning from Duncan Tatton-Brown’s
resignation;

. recruitment process and succession planning in line the
Chairman’s planned resignation following eight years of service,
resulting in the appointment of Richard Haythornthwaite;

« reviewing the gender balance of those in senior management
and their direct reports in line with the Company’s governance
structure; and

« refining the company’s internal leadership structure for senior
management and their direct reports in line with company
strategy, talent development and organisation succession.
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Nomination Committee Report

Continued

Step One

Evaluate the combination of skills, experience, independence,
diversity and knowledge of the Board and in light of this
evaluation prepare a description of the role and capabilities
required for a particular appointment and the time commitment
expected.

Step Two

Begin facilitating the search using open advertising and
instructing external advisers. Identify a strong long list of potential
candidates (8-10) based on a number of factors including
experience, merit and diversity.

Step Three

Narrow down a short list from those longlisted and invite those
candidates to proceed to a 3 stage interview process, facilitated
by a combination of Non-Executive and Executive Directors, the
Chairman and senior management.

Nomination Committee Approval

Nomination Committee selects and recommends the preferred
candidate choice to the Board.

Board Approval

The Board approves the formal appointment of the selected
candidate and an announcement is made to the market.
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The Nomination Committee seeks to ensure that the Board’s
composition, and that of its Committees, is appropriate to discharge

its duties effectively. During the year the Nomination Committee
undertook a thorough review of the Board’s composition. This review
took into account various considerations including the tenure of
Directors, independence, diversity and ensuring a combination of Board
knowledge, experience and skills. This review preceded the Board
agreeing changes to the composition of the Board that occurred during
the period, which included the appointment of Michael Sherman as
Non-Executive Director with effect from 5 October 2020, the appointment
of Stephen Daintith as a Chief Financial Officer due to begin later in 2021,
and the appointment of Rick Haythorthwaite as Non-Executive Director
and Chairman-elect with effect from 1 January 2021.

More information about the Board’s Composition can be found
on pages 122 to 123 and Independence can be found on page 119

The Nomination Committee continues to review Board composition
to ensure that there is effective succession planning at Board level.
This includes the review of a regularly updated skills matrix for all
Directors, supported by a self-assessment analysis completed by
each Director. Following the announcement of Duncan Tatton-

Brown stepping down as CFO and Executive Director, changes were
undertaken to ensure a smooth and effective transition with the
appointment of a new CFO. The Company also appointed a new Non-
Executive Director during the period and John Martin successfully led
the recruitment process for a new Chairman, following Lord Rose’s
decision to resign at the 2021 AGM after eight years of service. The
Nomination Committee engaged Russell Reynolds, an executive
search agency, to assist in both Non-Executive Director appointments.
The Company and the Directors have no other connection with
Russell Reynolds.

The Nomination Committee oversaw the succession planning for

the role of Chairman in line with the Board diversity policy and the
Company’s strategic vision for the next nine years. The Nomination
Committee believes that the appointment of Rick Haythornthwaite as
Chairman-elect will bring a vast depth of experience and represents
an excellent cultural fit for both the Company and Board.

Following Claudia Arney’s resignation from the Board, after year end
on 25 December 2020, a vacant position was left on the Remuneration
Committee. As a result, Emma Lloyd has been appointed to fill this
position keeping the membership of the Remuneration Committee as
three members.

In addition to reviewing Board composition, the Nomination
Committee oversees the process of succession and management
development for the Executive Directors and the next layer of
management below. With regard to the development of the
management team, two senior managers regularly attend the Board
meetings to report on their respective business areas, while the
Board has exposure to other senior managers who present or report
to the Board on their business areas or particular projects. The
Nomination Committee acknowledges that the make-up of the senior
management team needs to facilitate the Company’s growth from

a UK based online grocery retailer to an international e-commerce
and logistics company. In light of this, the Nomination Committee
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reviewed the proposed new organisation structure. Through the
business transformation programme, a new operating model was
implemented for the Group during the period that allows the business
to reorganise around its objectives and missions. By taking this
approach, the business can ensure productive and effective decision
making from those closest to each mission, establish a broader range
of diversity in senior management and focus each area of business

on achieving their objectives. The Nomination Committee reviewed
management succession plans reflecting the new management
structure and debated the areas for further strengthening given the
transformation and strategic direction of the business. The Committee
noted that the technology, construction and engineering teams

had grown substantially in recent years and development of senior
leadership in those departments is an area of focus for future years.

The Nomination Committee supports the importance of diversity and
inclusion both in the boardroom and throughout the organisation,
and understands that a diverse Board will offer wider perspectives,
which lead to improved decision-making, enabling it to better meet
its responsibilities.

The Board’s diversity policy considers a broad range of characteristics
when considering diversity including age, disability, social and
educational backgrounds, as well as gender and ethnicity. This

policy includes a commitment to increasing female and ethnic
representation on the Board and throughout the wider organisation.
At the end of the period, the Board had 25% female representation,
falling short of the aim of 33% representation as set out in the Board
diversity policy, but met the policy aim of one non-white director

on the Board. The Board continues to review the diversity policy
annually and the criteria is under review organisation wide. In doing
so, the Board is committed not only to increasing the percentage

of women and ethnically diverse individuals on the Board and in
senior management, but also to supporting initiatives throughout the
workforce that foster a culture of inclusion and diversity.

Any future appointments to the Board will continue to be based on
merit and objective criteria to ensure that the best individuals are
considered and appointed to the role. Wherever possible, the search
pool will be extensive and where an executive search consultancy

is used, Ocado will only engage with those firms that have adopted
the “Voluntary Code of Conduct for Executive Search Firms”. This
includes Russell Reynolds, who were engaged to help the Company
secure a new Non-Executive Director and Chairman for the Group. The
Nomination Committee monitors these objectives and will evaluate
the balance of skills, experience, knowledge and diversity on the
Board throughout the year.

For more information on diversity in respect of all the Group’s
employees, see the Our People section on pages 90 to 97

The Nomination Committee carried out a review and updated its
Terms of Reference during the year. The Nomination Committee’s
terms of reference can be found on the Corporate Website,
www.ocadogroup.com.
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Audit Committee Report

Audit Risk and Internal Control

“During the year the Committee has
continued to play a valuable role in
the Group’s governance framework.”

Dear Shareholder

8 I am pleased to present the report of the Audit Committee for the
Julie Southern 52 weeks ended 29 November 2020. During the year the Committee
Audit Committee Chairman has continued to play a valuable role in the Group’s governance
framework, monitoring and reviewing the integrity of financial
information and providing challenge and oversight across the
Company’s financial reporting and internal control procedures.

Last year saw significant and rapid change for the Group, including
the creation of the Ocado Retail joint venture and the expansion of
Ocado Solutions and Ocado Ventures. This year the transformation of
the Finance department has continued, in order to reflect the changes
to the business and to continue to meet the demands of the Group
effectively. This has included additional recruitment to expand both
the headcount and skill set of the team and the launch of a wide-
reaching finance transformation project, to reflect the global business
we have become.

Plans are well advanced to implement a new finance system with
associated controls, processes and reporting appropriate for the
Group’s global expansion plans. During the last year, the use of the
existing systems and automated processes has been improved,
additional reconciliation processes have been implemented, user
access controls have been strengthened and finance and tax risk
registers have been updated. The expansion of the Solutions business
will require the implementation of strong systems and processes
across different jurisdictions and a greater focus on key treasury and
international tax issues, all of which are being addressed. As a result of
this activity | am pleased to report that the overall control environment
is much improved.

Covid-19 has had a considerable influence on the business this year.
The Finance team had to quickly adapt to the restrictions that remote
working imposed but through the team’s hard work the integrity of the
financial control environment was maintained. The Audit Committee
has monitored the risks associated with Covid-19 and any impact on
the internal control mechanisms and risk management framework
throughout the year.
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This report sets out the role of the Audit Committee and how its
duties and responsibilities have been discharged. This includes
significant accounting matters and issues in relation to the Group’s
financial statements that the Committee has assessed during the year
including the carrying value of software and construction in progress
and accounting for the revenue recognised from our Solutions
contracts that have gone live. The report explains why the issues were
considered significant, which provides context for understanding the
Group’s accounting policies and financial statements for the period.
The other primary responsibilities of the Committee, including
reviewing the effectiveness of the Group’s assurance functions, are
also detailed.

I would like to take the opportunity to thank Duncan Tatton-Brown,
who retired as Chief Financial Officer in November 2020, for his
valuable contribution.

| will be available at the AGM to answer any questions about our work.

Julie Southern
Audit Committee Chairman
9 February 2021

Stock Code: OCDO

Key Responsibilities
« Monitor the integrity of the financial statements of the Company
and Group

+ Review announcements relating to financial performance

« Review the Company’s internal control and risk management
systems

« Monitor and review the effectiveness of the Company’s Internal
Audit function

+ Review the effectiveness of the external audit process

+ Advise the Board on the appointment, reappointment and removal
of the external auditor

« Agree the external auditor’s terms of engagement

« Develop and implement policies on the engagement of the
external auditor to supply non-audit services

« Monitor and review the external auditor’s independence and
objectivity
« Fulfil reporting obligations

Membership

The Audit Committee is composed of independent Non-Executive
Directors with relevant experience and proficiency in line with the
requirements of the Code and its Terms of Reference. Julie Southern
and John Martin are both chartered accountants with the Institute
of Chartered Accountants in England and Wales and are considered
by the Board to have competence in accounting. All members have
recent and relevant financial experience and the Audit Committee
as a whole has competence relevant to the sectors in which the
Company operates, notably the retail and technology sectors. The
biography of each member of the Audit Committee is set out in the
Board Biographies on pages 104 to 107. There have been no changes
to the membership of the Audit Committee during the year.

Meetings

The Audit Committee holds a minimum of three meetings annually,
as required under its Terms of Reference, and this year held seven
meetings. The timing of meetings coincides with key intervals in

the Group’s reporting and audit cycle. The Chairman of the Audit
Committee reports at each Board meeting on the business conducted
at the previous Audit Committee meeting, any recommendations
made by the Audit Committee and the discharge of its responsibilities
as set out in this report.

Regular attendees at Audit Committee meetings include the Chief
Financial Officer, the Group General Counsel and Company Secretary,
the Deputy Chief Financial Officers, the Head of Internal Audit and the
external auditor. Other attendees who attend as required include the
Chief Executive Officer, the Chairman, a number of senior members of
the Finance department, other members of senior management and
operational teams and other advisers to the Company. The Deputy
Company Secretary is the secretary to the Audit Committee.

Following the departure of Duncan Tatton-Brown as CFO, the duties
and responsibilities of the CFO have been undertaken by the Deputy
CFOs, Andrew Page and Richard Exact, until Stephen Daintith takes up
therole.
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Audit Committee Report

Audit Risk and Internal Control Continued

The responsibilities of the Audit Committee are set out in its Terms of

Reference, which were last updated in October 2020 and are available

on the Corporate Website. The Audit Committee sets an annual work

plan, developed from its Terms of Reference, with standing items that

the Audit Committee considers at each meeting, in addition to areas

of risk identified for detailed review and any matters that arise during

the year. The main matters that the Audit Committee considered

during the year are listed below:

. financial control environment;

« provisions, contingent liabilities and contingent assets;

« Ocado Solutions revenue recognition;

+Andover CFC fire accounting;

+ accounting and disclosure for new acquisitions and investments;

« impairment of capitalised costs;

+ Group tax strategy;

- financial reporting process;

« viability and going concern including key underlying assumptions;

«  Governance, Risk and Compliance annual plan and updates;

+ risk management and internal control systems;

«  Covid-19risks;

« review of new risk management policy and procedure;

- effectiveness of internal control and risk management framework;

+ internal audit plan and reports and internal audit effectiveness
review;

+ regulatory and compliance roadmap review and changes to the
governance framework;

+ cyber security program update;

« review of auditor appointment policy;

« review of Committee Terms of Reference; and

+ evaluation of Committee paper.

132

Ocado Group plc Annual Report and Accounts for the 52 weeks ended 29 November 2020

Financial Statements and Reporting: The Audit Committee
monitored the financial reporting processes for the Group, which
included reviewing reports from, and discussing these with, the
external auditor. As part of the year end reporting process the Audit
Committee reviewed this Annual Report, a management report

on accounting estimates and judgements, the external auditor’s
reports on internal controls, accounting and reporting matters, and
management representation letters concerning accounting and
reporting matters.

Monitoring the integrity of the financial statements of the Company,
the financial reporting process and reviewing the significant
accounting issues are key roles of the Audit Committee. The Board
ensures this Annual Report, taken as a whole, is fair, balanced

and understandable and provides the information necessary for
shareholders to assess the Company’s position, performance,
business model and strategy and the Audit Committee plays an
important role in assisting the Board in reaching those conclusions.
For information concerning the process followed by the Company

in preparing this Annual Report see page 138 of the Corporate
Governance Report. The Audit Committee also monitors the financial
reporting processes for the Group’s half year report, which is a similar
role to the one it carries out for full year reporting.

Accounting judgements and key sources of estimation
uncertainty: The Audit Committee reviewed and discussed reports
from management on accounting policies, current accounting issues
and the key judgements and estimates in relation to this Annual
Report. It assessed whether suitable accounting policies had been
adopted and the reasonableness of the judgements and estimates
that had been made by management. This section outlines those
significant issues which received particular focus from the Audit
Committee in relation to the financial statements for the period and
how these issues were addressed.
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Key Accounting Policies, Judgements and Factors and Reasons Considered

Impact on Financial
Information and Disclosure

Area Key Sources of Estimation Uncertainty  and Conclusion in Financial Statements
Revenue The accounting for Solutions contracts The Audit Committee reviewed and agreed with ~ The accounting treatment is
recognition  is complex. Key areas of management management’s proposed accounting treatment  included in the Consolidated
judgement include the timing of and policies, reviewing each Solutions customer  Income Statement on page
recognition of upfront and ongoing fees  individually in light of IFRS 15 guidance (including 199 and Note 2.1 to the
payable under the relevant contract. confirmation of timing of revenue recognition as  Consolidated Financial
two international customers went live). Statements.
Accounting  The Ocado Retail joint venture, in The Audit Committee reviewed and agreed with The Ocado Retail joint venture
for Ocado which the Group holds 50% of the management’s assessment that the Group still is accounted for as a subsidiary
Retail JV voting rights, requires management retained control of the Ocado Retail joint venture.  and as such is consolidated
to exercise judgement over whether The dispute resolution procedures (in relation to fully in the financial statements
the rights granted to Ocado under the approval of the business plan and appointment of the Group. A Non-
Ocado Retail joint venture give the and removal of the Ocado Retail CEO) remain Controlling interest is reported
Group control under IFRS 10. unchanged in the shareholder agreement, giving to reflect the fact that 50% of
Ocado Group control as defined by IFRS 10. the ownershipis held outside
the Group. See Note 5.2 to
the Consolidated Financial
Statements.
Provisions,  Theimplementation of the platform for The Audit Committee considered the There is no impact to the
Contingent  each Solutions customer is a complex management report concerning the progress financial statements and no
Liabilities and project. A typical Solutions contract includes  of all current Solutions projects in order to additional disclosures required
Contingent  anumber of key milestones during the assess whether liabilities might arise for non- for the period.
Assets - project implementation phase. Failure to performance or delay. At the balance sheet date, ~ See Note 3.14 to the
Solutions achieve these key events can be subjectto it was concluded that there were no material risks ~ Consolidated Financial
contractual financial penalties. Management  to key milestones that would result in payment Statements.
judgement is required to review the progress obligations by the Group and hence there were no
of ongoing projects and determine whether  contingent liabilities to disclose.
there is arisk that Ocado will not meet the
agreed key milestones and thus incur a
financial penalty.
Provisions,  Autostore has filed several patent The Audit Committee considered the There is no impact to the
Contingent  infringement claims against Ocado Group management report including the intention to financial statements and no
Liabilities and and action is in process to defend against ~ defend against these claims. At this early stage it additional disclosures required
Contingent  these claims. is not possible to predict an outcome or quantify ~ for the period.
Assets - any financial impact and so as guided by IAS37  See Note 3.14 to the
Litigation the claim is not treated as a contingent liability. ~ Consolidated Financial
Statements.
Exceptional Management judgement was appliedin  The Audit Committee considered the management  See Note 2.6 in the
items order to treat certain one-off transactions  reports on the accounting treatment of certain one-  Consolidated Financial

as exceptional, including the ongoing
transactions relating to the Andover fire.

Management has judged that additional
costs caused by the Covid-19 pandemic
would not be treated as exceptional.

off transactions including the Andover fire costs and
agreed that they were not in the ordinary course of
business and therefore warranted clear disclosure
in the Group accounts.

The Audit Committee agreed with management’s
view that it was useful management information
to track the incremental level of Covid-19 costs,
but the nature of the costs themselves were

not out of the ordinary and therefore were not
exceptional. The Group also correctly expected
that the elevated costs would continue for a

long period and as such would be considered as
normal.

Statements for the exceptional
items disclosed and the
explanation on page 134.
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Audit Committee Report

Audit Risk and Internal Control Continued

Key Accounting Policies, Judgements and Factors and Reasons Considered
and Conclusion

Area Key Sources of Estimation Uncertainty

Fair Value of The sale of Ocado Retail in 2019 resulted

The Audit Committee reviewed management

Impact on Financial
Information and Disclosure
in Financial Statements

See Note 4.7 to the

Contingent  in future payments of up to £187.5 reports on the expected future performance and ~ Consolidated Financial
Consideration million which is treated as contingent agreed with the conclusion that the fullamount  Statements for the fair value
consideration. Management judgement  (as discounted) of the payment be recognised in  applied to the contingent
must be applied at each reporting period  light of the expected achievement of projections  consideration.
to evaluate the fair value of this significant  for the Retail business.
amount and consider the likelihood of
achieving the contractual performance
targets linked to the deferred payment.
ShareBased  Managementjudgement must be The Audit Committee gave due considerationto ~ See Note 4.10 to the
Payment applied to the valuation of the share the management report on the fair value of all the  Consolidated Financial
Schemes schemes within the Group in particular ~ existing schemes. The establishment of the new  Statements for the fair value of
new schemes established forthe Ocado  Retail scheme was debated within the Committee incentive schemes including
Retail joint venture. to ensure sufficient review of the potential the VCP schemes.
performance ranges in light of the impact of the
Covid-19 pandemic on performance and targets.
Impairment  Managementjudgement must be applied  The Audit Committee reviewed and agreed See Notes 3.2 and 3.3to
ofsctapitalised in assessing any assets which should be  with the management report concerning the the Consolidated Financial
costs

impaired during the year, in particular
internally developed software and capital
and work-in-progress.

The previous table is not a complete list of all the Group’s accounting
issues, judgements, estimates and policies, but highlights the

most significant ones for the period in the opinion of the Audit
Committee. Accounting for the judgemental nature surrounding
commercial income for the Retail business and the recognition of
deferred tax assets are recurring issues for the Group, but did not
require a significant change in the basis of the estimate or judgement
during the period. The accounting treatment of all significant issues
and judgements was subject to audit by the external auditor. For

a discussion of the areas of particular audit focus by the external
auditor, refer to pages 188 to 198 of the Independent Auditor’s Report.
The Audit Committee considers that the Company has adopted
appropriate accounting policies and made appropriate estimates
and judgements.

Andover Insurance Claim: The Group’s financial results were
impacted by the fire that destroyed the Andover CFC in February 2019.
Management provided the Audit Committee with periodic updates
during the year on the accounting treatment of insurance proceeds
and costs including for loss of inventory and assets and the business
interruption costs. The Audit Committee considered the appropriate
accounting treatment, which is unchanged from the prior period, and
also the clear reporting of these amounts in the financial statements.
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Statements for the impairment
charge recorded in the year.

Segmental Reporting: Management have considered how they
manage, plan and report the performance of the business internally.
There is no proposed change to the presentation of segments by
management and the methodology used in the prior year was
applied for segmenting the business. The disclosures are provided
to shareholders including financial statement information and key
performance indicators.

Going Concern and Viability Assessments: The Audit Committee
and the Board reviewed the Group’s going concern and viability
statements (as set out on pages 68 to 71) and the assessment reports
prepared by management in support of such statements. The report
on the viability statement included updated downside scenarios and
reverse stress test in light of the increased disclosure requirements
and the Covid-19 pandemic, which the Audit Committee considered
were appropriate. The Audit Committee gave careful consideration
to the period of assessment used for the viability statement. It took
into account a wide range of factors (as set out on pages 68 to 71)
and concluded the time period of three years remained appropriate.
The external auditor discussed the statements with management
and, as outlined in their audit report, have nothing to report in
respect of the conclusions reached by management regarding going
concern and viability. The Board and Audit Committee reviewed the
more extensive disclosure contained in the statements noting that it
reflected much of the detailed analysis and assumptions presented to
them in support of the statement.
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Tax Review: During the year a review of the Group’s tax risks was
undertaken, including the framework of responsibilities, people,
policies and processes in place for managing tax compliance risk.
The substantial changes to the scale of the business and increase

in international operations and the changes to the risk profile were
considered. In light of these changes a comprehensive update of
the Group’s tax strategy was also completed. The strategy includes a
low risk tax efficient model for the international Solutions business
to meet the needs of our growing global operations. This covers our
strategy in relation to issues such as transfer pricing, customs, cash
extraction and IP rights holding. The Board reviewed and approved
the Group’s tax strategy and related statement, which is available on
the Corporate Website.

Risk and Internal Control Review: The Board has ultimate
responsibility for the effective management of risk for the Group
including determining its risk appetite, identifying key strategic and
emerging risks, and reviewing the risk management and internal
control framework. The Audit Committee, in supporting the Board

to assess the effectiveness of risk management and internal control
processes, relies on a number of different sources to carry out its work
including Internal Audit assurance reports, the assurance provided
by the external auditor and other third parties in specific risk areas,
reports from Finance management and other areas of the business
and an annual assessment report provided by Governance, Risk

and Compliance. In addition, the Audit Committee Chairman gains
additional insight on the management of risk in Ocado, by attending
the Group’s regular Risk Committee meetings. The Risk Committee,
which is chaired by the Group General Counsel and Company
Secretary, receives reports from the business on a range of risk topics
and discusses principal risks and risk appetite.

As outlined from page 130, the Audit Committee and the Board have
given consideration to the effectiveness of the Group’s system of
internal control and risk management and noted the improvements
made during the year and the plans in place to further improve the
Group’s underlying control environment.

During the period, the Group continued to undergo significant change
and the Finance team embedded a finance transformation programme
with the objective, among others, of designing and implementing a
more robust financial control environment responsive to the Group’s
growing complexity and strategy. This sought to address some of

the shortcomings identified at the end of 2019 and reported on in

the Company’s previous annual report. Swift action has been taken

to grow and strengthen the Finance team to improve the control
environment, provide additional control rigour and improve overall
efficiency thereby reducing risk. Resources within the Finance team
were prioritised to undertake a number of control improvements as
part of the transformation programme which will increase the maturity
of the Group’s financial control environment. The established Financial
Controls team has been strengthened, with clear accountability, to act as
the second line of defence to monitor, design and drive improvements
in internal controls over financial reporting which are being embedded
in the Group’s end-to-end processes. Meaningful progress has set the
foundations of a control framework which will be continuously refined
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in response to business requirements and regulatory changes including
improving awareness and accountability on the control environment. A
new finance system is planned for completion in mid-2021 significantly
enhancing the automation of financial controls, processes and reporting
appropriate for the Group’s global expansion plans.

As well as considering internal control system effectiveness, the Board
and the Audit Committee discussed the evolving risk landscape for
the business as a result of the continued international expansion

of the Solutions business and growth of the business as a whole.

This year a comprehensive review and update of the Group Risk
Management Policy and Procedures Manual has been undertaken
that included discussion and review of the Group’s risk appetite and
the risk acceptance methodology. In addition, the terms of reference
for the Risk Committee were reviewed and updated. In response

to the introduction of Ocado’s new organisational structure, putin
place to reflect the changes in the business over recent years, the risk
register hierarchy was rebuilt and the Audit Committee is continuing to
monitor the ongoing work to deliver refreshed risk registers covering
the Group’s operations. As part of this work Governance, Risk and
Compliance updated the assurance maps based on the three lines of
defence model. The mapping exercise helped identify the relevant high
level controls and management oversight reflecting the new mission
structure. The exercise will be used to further develop the control
framework and to identify areas for further assurance work.

Every year the Audit Committee focuses its attention on risk areas

of particular importance, typically linked to the Group’s principal

risks. The Audit Committee spent time discussing a number of key
programmes intended to mature the technology and security controls
for the business. Such additional controls would be necessary to
provide a control environment commensurate with providing the OSP
platform to third party clients. Programme updates from management
and assurance reports from Internal Audit were provided to the Audit
Committee in a range of information security areas including: the
programme to achieve compliance under the Security and Organisation
Controls standard, the PCl compliance programme and new security
controls for the existing information security systems. The Audit
Committee expects to carefully monitor progress of management plans
as this is such an important control area for the business.

Further details of the risk review and the Group’s risk management
and internal control systems, including financial controls, are set
outin the How We Manage Our Risks section on pages 60 to 71
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Audit Committee Report

Audit Risk and Internal Control Continued

Group compliance programme: The Audit Committee reviewed,
considered and approved the annual plan for the Group compliance
programme, including its extension to cover the global operation.

This plan included the introduction of a number of new and updated
policies, enhanced guidance material, new training modules and risk
assessments in core areas of the business. The biggest milestone this
year was the launch of a new global Code of Conduct both internally
and externally. The Code, which was approved by the Board, was
accompanied by a new training module that incorporated an annual
statement of compliance covering a number of core compliance topics.
The Board also considered and approved a new global Delegations

of Authority Policy, supported by both systems updates to support
financial controls, and comprehensive guidance. A further key focus was
an updated anti-bribery programme, which included a risk assessment
and a new global policy, both of which were reviewed and approved by
the Board. This programme was also supported by enhanced approval
tools for gifts and hospitality and a new training module. The Audit
Committee will continue to monitor the implementation, enhancement
and effectiveness of the Group compliance programme.

The Internal Audit function provides independent and objective
assurance to the Audit Committee on the effectiveness of the

Group’s systems of internal control and risk management. The Audit
Committee reviewed and approved the Internal Audit plan in January
2020, and subsequent changes to the plan throughout the year. This
included prioritisation of audit work and an increase in resources so
that Internal Audit could cover more areas across the Group, in light
of the growth in scope and complexity of the business. The Audit
Committee also reviewed and approved the Internal Audit Charter.

Audits performed in 2020 included financial and operational risk areas
such as food safety, privacy, treasury and business continuity; audits
of key technology systems; and audits of key programmes.

The Audit Committee receives reports from Internal Audit at each
meeting. The reports enable the Audit Committee to discuss key
findings, recommendations and plans by management to address any
areas of weakness. Management actions are tracked and the status of
these actions is reviewed. Progress against the Internal Audit plan is
also reviewed. During the period, the Audit Committee met with the
Head of Internal Audit without management present.

Internal Audit Effectiveness Review: Internal Audit is subject to

an effectiveness review each year. This year PricewaterhouseCoopers
completed an external effectiveness assessment of the Internal Audit
function. The set up and working practices, the current views of
stakeholders on Internal Audit and its performance, and the future
expectations of stakeholders were all considered, through a mix of
interviews, analysis and benchmarking. The review acknowledged that
the Internal Audit function has evolved in response to the challenging
and changing needs of the business. It noted that the fast paced,
entrepreneurial nature of the business created a specific challenge, but
Internal Audit has worked to ensure its approach provides challenge
and support without impeding the rate of change. The review
recommended that in order to further strengthen the function, Internal
Audit focus on stronger alignment with the business risks and actively
engage with senior management to align expectations. The review
concluded that Internal Audit is fulfilling its role, with positive feedback
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from stakeholders, and the provision of valuable reports to the
business. The key recommendations from the review will be addressed
by Internal Auditin 2021.

In order to assess the effectiveness of the Internal Audit function, the Audit
Committee review and approve the annual plan, assess the quality of
Internal Audit reports and monitor actions taken in relation to the findings.
In consideration of these factors, together with the results of the external
effectiveness assessment, the Audit Committee concluded that the Internal
Audit function was effective and provides appropriate assurance on the
controls in place to manage the principal risks facing the Group.

The Audit Committee has primary responsibility for managing

the relationship with the external auditor, including assessing its
performance, effectiveness and independence, recommending

to the Board its reappointment or removal and agreeing terms of
engagement. Deloitte was reappointed as external auditor of the
Group at the 2020 annual general meeting. The current audit partner
Mark Lee-Amies has held the role for four years. Deloitte has been
the external auditor for four years, since the last tender process was
undertaken in 2016 for the financial year ended 3 December 2017.
The Committee currently intends to conduct a tender process no
later than the 2027 year-end audit, in accordance with the current
regulation requiring a tender every 10 years, subject to the annual
assessment of the effectiveness and independence of the external
auditor carried out by the Committee. The Audit Committee agreed to
conduct a process in 2021 for selecting a successor audit partner for
when Mark Lee-Amies steps down.

Assessing the Effectiveness of the External Audit Process and
the External Auditor: In assessing the effectiveness of the external
auditor the Audit Committee reviewed the resources, expertise

and qualifications of the auditor, the planning and organisation

of the audit process, the quality of the overall audit and outcome,
and the independence and objectivity of the external auditor. The
Audit Committee also reviewed and approved the external audit
plan, considering the extent to which it was tailored to the Group’s
business, and monitored whether the agreed plan was met. Like last
year, the Audit Committee again dedicated additional meeting time to
allow for a careful review of the audit plan and ensure that sufficient
planning had been done to ensure a robust and quality audit of the
year-end financial statements would be performed. In reviewing the
audit plan the Audit Committee considered certain significant and
elevated risk areas, identified by the external auditor, which might give
rise to material financial reporting errors or those perceived to be of
higher risk thereby requiring further audit attention. These risk areas
include those set out in the Independent Auditor’s Report on pages
188t0 198. The Audit Committee also considered the audit scope and
materiality threshold and the response of the auditor to questions
from the Committee.

The Audit Committee met with the external auditor at various stages
throughout the period to discuss the remit and issues arising from the
work of the auditor. This periodic review process was seen as an important
opportunity to check-in with the auditors to assess achievement of key
deliverables in the audit and ensure that the audit remained on track,
particularly given the challenges for the year-end presented by Covid-19
restricted working conditions for the finance and audit teams. To further
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facilitate open dialogue and assurance the Committee also met with the
external auditor without management present.

The Audit Committee, the Executive team, and members of
management from across the Company completed an external audit
effectiveness review questionnaire at the end of the period. The
questionnaire asked respondents to consider the robustness of the
audit process and the quality of delivery, reporting, people and service.
The Audit Committee reviewed the results of the questionnaire, in
addition to meeting with management, without Deloitte present, to
listen to views on the effectiveness of the external auditor.

The Audit Committee was satisfied that Deloitte delivered a robust
and quality audit, with appropriate focus given to the significant risk
areas and key areas of accounting judgement, effective challenge to
senior management, and providing the appropriate resources to the
Company in the period. Therefore, the Committee concluded that
Deloitte had remained effective in their role.

Independence and Objectivity: The Audit Committee monitors
and assesses the independence and objectivity of the external
auditor, including the evaluation of potential threats to independence
and the safeguards in place to mitigate these. The Committee
considered there were no relationships between the external auditor
and the Group that could adversely affect its independence and
objectivity. The external auditor reported to the Committee that it had
considered its independence in relation to the audit and confirmed
that it complies with UK regulatory and professional requirements
and that its objectivity is not compromised. The Committee also
considered the tenure of the external auditor, the auditor’s own
processes for maintaining independence and the nature and amount
of non-audit work undertaken by the auditor. The Audit Committee
took these factors into account in considering the external auditor’s
independence and concluded that Deloitte remained independent
and objective in relation to the audit.

Non-Audit Work Carried Out by the External Auditor: To help
safeguard the auditor’s objectivity and independence, the provision
of any non-audit services provided by the external auditor requires
prior approval, as set out in the table below. These thresholds are
unchanged. During the year the Audit Committee reviewed and
approved the Policy on Auditor Appointment and Independence,
which includes the policy on non-audit services.

Approval Thresholds for
Non-Audit Work

Over £10,000 and up to £30,000
perengagement

Approver
Chief Financial Officer

Chief Financial Officer and Audit
Committee Chairman

Over £30,000 and up to £100,000
perengagement

Greater than £100,000 per Audit Committee
engagement, or if the value of

non-audit fees to audit fees reaches

aratio of 1:2 as a result of a new

engagement, regardless of value
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An additional protection is provided by way of a non-audit services
fee cap. The Audit Committee (or the Company) may not approve an
engagement of the external auditor if annual non-audit services fees
would exceed 70% of the average audit fees (not including fees for
audit-related services or for services required by regulation) charged
in the previous three years. Certain types of non-audit services are of
sufficiently low risk so as not to require the prior approval of the Audit
Committee, such as “audit-related services” including the review of
interim financial information. “Prohibited services” are those that
have the potential to conflict directly with the auditor’s role, such as
providing internal audit services, and are not permitted. Only non-
audit services permitted by the FRC’s Ethical Standard 2019 may be
procured from the auditor.

Non-Audit Work Undertaken During the Period: The total of
non-audit fees, audit fees and audit-related services fees paid to
the external auditor during the period is set out in Note 2.4 to the
Consolidated Financial Statements on page 217. The non-audit
service fees of £190,000 (2019: £415,000) paid to Deloitte during the
period related to £154,000 paid for audit-related assurance services
for the review of the half year financial statements and £36,000 for
other agreed upon assurance services in relation to an EU grant. All
non-audit work engagements were approved by the Chief Financial
Officer and Audit Committee Chairman as the fees concerned were
within the approval thresholds set under the policy.

The Audit Committee received a regular report from management
regarding the extent of non-audit services performed by the external
auditor. The external auditors provided a report to the Audit
Committee on the specific safeguards put in place for each piece

of non-audit work confirming that it was satisfied that neither the
extent of the non-audit services provided nor the size of the fees
charged had any impact on its independence as statutory auditor. It
was concluded that appropriate safeguards were in place to prevent
a compromise of auditor independence. The Audit Committee

was satisfied this was the case and so concluded that the auditor’s
independence from the Group was not compromised.

Audit Fees: The Audit Committee was satisfied that the level

of audit fees payable in respect of the audit services provided
(excluding audit-related services) being £917,000 (2019: £868,000) was
appropriate and that an effective audit could be conducted for such a
fee. The increase in fees was partly attributable to the additional audit
work required for a more complex business. The existing authority for
the Audit Committee to determine the current remuneration of the
external auditoris derived from the shareholder approval granted at
the Company’s annual general meeting in 2020. At the 2020 annual
general meeting, 99.69% of votes cast by shareholders were in favour
of granting the Directors this authority.

The Company confirms that it has complied with The Statutory Audit
Services for Large Companies Market Investigation (Mandatory Use of
Competitive Processes and Audit Committee Responsibilities) Order
2014 (Article 7.1), including with respect to the Audit Committee’s
responsibilities for agreeing the audit scope and fees and authorising
non-audit services.
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Corporate Governance Report

Continued

Communication and shareholder engagement are important to

the Board. Therefore the Group follows a regular reporting and
announcement agenda including the formal regulatory news service
announcements in accordance with the Group’s reporting obligations.
The Group reports trading performance, including information on the
growth of the Retail revenue and average order numbers and size, on
a quarterly basis; recognising that it is important to regularly update
the market due to the emphasis shareholders place on receiving
regular communications about sales and the current competitive
pressures in the market.

Other announcements include the half year report, the preliminary
announcement of annual results, the Annual Report and investor
presentation slides and videos. We also presented to shareholders on
changes in our segmental reporting, key accounting policies including
adoption of IFRS 16 and KPIs. These documents are available on the
Group’s Corporate Website. Shareholders can choose to receive the
Annual Report in paper or electronic form. An updated Corporate
Website was released during the period, designed to provide more
effective communication with shareholders and other stakeholders.

The Directors take responsibility for preparing this Annual Report and
make a statement to shareholders to this effect. The Statement of
Directors’ Responsibilities on page 184 of this Annual Report is made at
the conclusion of a robust and effective process undertaken by the Group
for the preparation and review of this Annual Report.

The Directors believe that these well-established arrangements
enable them to ensure that the information presented in this Annual
Report complies with the disclosure requirements, including those in
the Companies Act 2006, and is fair, balanced and understandable,
and provides the information necessary for shareholders to assess
the Group’s position, performance, business model and strategy. In
addition to this Annual Report, the Group’s internal processes cover
(to the extent necessary) the preliminary announcement, the half year
report, trading statements and other financial reporting.

The Group’s internal processes in the preparation and review of this
Annual Report (and other financial reporting) include:

+ review of and feedback on iterations of this Annual Report by the
Executive Directors and the full Board;

+ in-depth review of specific sections of this Annual Report by the
relevant Board Committees;

+ Audit Committee review of a management report on accounting
estimates and judgements, auditor and management reports on
internal controls and risk management, accounting and reporting
matters and a management representation letter concerning
accounting and reporting matters;

« Board and Audit Committee review of a supporting paper specifically
highlighting the parts of this Annual Report that best evidenced how
this Annual Report was fair, balanced and understandable;

« paper from the Group General Counsel and Company Secretary
highlighting how reporting, regulatory and governance issues had
been addressed in this Annual Report;

« Board and Audit Committee review of management reports on
assessments on going concern and viability;

+ the Audit Committee regularly reporting to the Board on the
discharge of its responsibilities;

+ input from both internal and external legal advisers and other advisers
to cover relevant regulatory, governance and disclosure obligations;
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« discussions between contributors and management to identify
relevant and material information;

+ detailed debates and discussions concerning the principal risks
and uncertainties;

« checking of factual statements and financial information against
source materials;

- specific Board review of Directors’ belief statements and key
statements; and

+ separate approval by the Group General Counsel and Company
Secretary, the Board Committees and the Board.

The statement by the external auditor on its reporting responsibilities
is set out in the Independent Auditor’s Report on pages 188 to 198.

The Group receives reporting and information from the Ocado Retail
joint venture. The Ocado Retail board reviews and approves financial
information and reporting regarding Ocado Retail, which is then
consolidated into the Group.

In addition to this Annual Report, the Group provides other
statements to its shareholders regarding the Group and its operations,
including the modern slavery statement, tax strategy statement,
gender pay and supplier payments.

Shareholders will have the opportunity to question all of the Directors
at the AGM, which will this year be held as a combined physical and
electronic meeting with shareholder participation through an online
meeting platform.

A detailed explanation of each item of business to be considered at
the AGM is included with the Notice of Meeting. Shareholders who are
unable to attend the AGM are encouraged to vote in advance of the
meeting, either online at ocadoshares.com or by using the proxy card
which is sent with the Notice of Meeting (if sent by post) or can be
downloaded from the Corporate Website.

At the 2020 annual general meeting, all resolutions were passed with
votes in support ranging from 70.24% to 99.99%.

At the 2020 annual general meeting, there were significant minority
votes against two resolutions: Resolution 2 (Directors’ Remuneration
Report) and Resolution 10 (Re-appointment of Andrew Harrison). The
Company understands that this outcome was broadly attributable

to concerns around the performance of the Growth Incentive Plan
(“GIP”), the implementation of the VCP and the approach to Executive
Directors’ salary progression.

Ocado’s 2019 Remuneration Policy and the VCP were subject to
extensive consultation with all major shareholders and investor
bodies prior to the 2019 annual general meeting. All shareholder
feedback received was carefully considered and as a result, multiple
changes were made to the operation of the VCP. The Board reviewed
the voting outcomes and believes that the current Policy continues
to be aligned with Ocado’s strategy and business needs and hence
remains the right vehicle to remunerate and retain our Executives.

In conclusion, the Board understood the main areas of concern for
shareholders, and the response at the annual general meeting was in
line with expectations from the consultation exercise in 2019.

In keeping with the Investment Association guidance, an update
statement was sent to the Investment Association and can be found
on the corporate website, www.ocadogroup.com.
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Directors’ Remuneration Report

“Our colleagues, customers and communities
continue to be faced with a set of unique
circumstances as a result of Covid-19. The
Committee is committed to ensuring that
our remuneration structure and outcomes
reflect the Company’s ambition to create a
sustainable long-term model that benefits
all stakeholders post-crisis.”

Andrew Harrison,
Remuneration Committee Chairman Letter from the Chairman of the
Remuneration Committee

Dear Shareholder

On behalf of the Board, | am pleased to present the Directors’
Remuneration Report for 2020.

The performance of the Group this year saw continued growth in the
Retail business as we sought to meet the increased demand for our
services, delivering 35.3% Retail revenue growth compared to the
prior year. The UK and international online grocery markets grew
very rapidly during 2020. Building sustainable, scalable offerings

for grocery online is now top of the agenda in grocery boardrooms
worldwide. This permanent shift in the market has been reflected

in the Company’s very significant share price growth, which was
2218 pence per share at the end of the period (2019: 1325 pence per
share).

Our Response to Covid-19

The Covid-19 pandemic has created a seismic shift in the way that

all businesses must operate. At Ocado we have been committed to
ensuring that our customers continue to be able to access reliable,
efficient and safe grocery deliveries during this turbulent time, while
also supporting our colleagues and partners however we can. Further
details on our response to Covid-19 are set out below and on page 59.

We have increased capacity in our Customer Fulfilment Centres (“CFCs”)
as fast as possible to address the increased demand. Via our Solutions
business we have also enabled Morrisons to treble their capacity to
serve customers using our In-Store Fulfilment technology, thereby
reaching more homes across the nation.

None of this however would be possible without our colleagues

who continue to serve our communities and adapt to ever changing
circumstances. We are extremely proud of their work and to say thank
you while we adjusted to the new environment and challenging times,
our frontline employees were paid bonuses for working during the
Covid-19 pandemic. There were a number of actions taken by the
Company in order to support our colleagues during this difficult period.
Wellbeing and safety remains the top priority for our business and our
“Mind Yourself” wellbeing programme is available to all colleagues

to provide information to support their mental, physical, social and
financial health.
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Our colleagues, customers and communities continue to be faced with

a set of unique circumstances as a result of Covid-19 whilst the world we
live in, the market we operate in, and our business permanently changes.
Our challenge going forward is to ensure we continue to optimise our
business and create a sustainable long-term model that benefits all
stakeholders post-crisis. Our remuneration principles, which cascade
throughout the business, underpin our Remuneration Policy (2019
Policy”) and can be found on page 148. The Remuneration Committee is
committed to ensuring that the remuneration structure and outcomes
reflect this ambition.

The Committee considers a number of factors when assessing
variable pay outcomes. This year, the Committee also considered the
following factors in addition to business performance:

« Decisions in respect of the wider workforce - The Company did
not make any redundancies as a result of the pandemic nor were
any employees furloughed. The other measures taken by the
Company such as additional bonuses for frontline workers and
wellbeing initiatives demonstrate the importance of the employee
experience to Ocado;

« Management performance - Strong decision making by
management delivered an exceptional performance in light of the
challenges - for example, scaling the Erith CFC faster than planned,
reacting to the needs of our international clients and increasing
in-store fulfilment, responding to the very significant operational
challenges created by the rapidly changing customer behaviour
and successfully delivering the switchover to M&S;

+ Shareholder experience - The Company’s share price has risen
substantially over the period;

«  Government support - The Company did not utilise any
Government support, for example tax relief or furlough, despite
these being available to the Company; and

+ Capital raise - The Company made the strategic decision to raise
capital by issuing new shares and convertible bonds in June 2020
in order to accelerate its capability in the medium term and be
able to meet growing customer demand.

2020 Annual Incentive Plan (“AIP”)

We have approved a bonus payment to the Executive Directors
based on 93.6% to 95.6% achievement against objectives under the
AIP for the period.

The Committee carefully considered the formulaic outcome under the
AIP measures, assessing the extent to which the measures reflect the
underlying performance of the business.

Further information on the AIP can be found on pages 166 to 167.
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2018 Long Term Incentive Plan (“LTIP”) Vesting

The 2018 LTIP is the last award granted by the Company under

this plan under the old remuneration policy. During the period, we
reviewed performance against the 2018 LTIP award targets, which had
a performance period ending at period end. The 2018 LTIP awards
were subject to the achievement of targets relating to Ocado Group
and Ocado Retail’s performance, including Retail business revenue
and profitability and Solutions business efficiency and revenue for
OSP. Based on the results to the end of the performance period, the
Directors achieved 79.9% against the objectives under the LTIP for the
period. The 2018 LTIP awards are expected to vest in March 2021.

The Committee carefully considered the formulaic outcome under
the LTIP measures and assessed whether the measures reflected the
Company’s performance.

More details about the LTIP vesting can be found on page 168.

2019 Value Creation Plan (“VCP”)

The first Measurement Date for the VCP was 12 March 2020. The

Measurement Price (£11.23) was below the Hurdle/Threshold Total
Shareholder Return (£15.16) required to bank awards and therefore
no nil-cost options were banked by the Executive Directors in 2020.

The second VCP Measurement Date will be in March 2021 and an
unaudited estimate of the number of options expected to be granted
as a result was reviewed by the Committee.

Due to the capital raise that was undertaken by the Company in June
2020, a new Tranche of award under the VCP was created to ensure
that the management team neither unduly benefit nor are penalised
as a result of the capital raise.

More details about the first and second VCP Measurement
Dates can be found on page 165.

Further information on the second VCP Tranche can be found
on page 165.

2020 Annual General Meeting Voting

The Committee acknowledges that at our 2020 annual general
meeting all resolutions were successfully passed with the requisite
majority, although there were significant minority votes against

two resolutions: Resolution 2 (Directors’ Remuneration Report) and
Resolution 10 (Re-appointment of Andrew Harrison). The Company
understands that this outcome was broadly attributable to concerns
around the performance of the Growth Incentive Plan (“GIP”), the
implementation of the VCP and the approach to Executive Directors’
salary progression.

The GIP was a one-off incentive plan granted in 2014 and vested in
May 2019. The outcome of the GIP was subject to discussion with
shareholders in November 2019 and having discussed the outcome,
the Committee felt that the value of this award, earned over a five year
period, reflected the outstanding returns received by shareholders.

Ocado’s 2019 Policy and the VCP were subject to an extensive
consultation with all major shareholders and investor bodies prior to
the 2019 annual general meeting. All shareholder feedback received
was carefully considered and as a result, multiple changes were made
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Directors’ Remuneration Report

Continued

to the operation of the VCP. The Committee does, however, continue
to believe that the VCP remains the most appropriate vehicle to drive
exceptional and sustainable growth of the business and retain a
highly entrepreneurial executive team, and we are pleased with the
support of our largest shareholders for the VCP. Executive Director
salary progression was made in two stages to ensure that salaries
were benchmarked to 2020 market data. The Committee’s strategy
remains to position Executive Director salaries in the lower quartile

while variable pay is in the upper quartile to drive strong performance.

The Company remains committed to governance best practice and
will continue its policy of continually keeping remuneration under
review and proactively engaging with shareholders and advisory
bodies on such matters.

Further details on our response to the 2020 voting outcomes can
be found on page 177.

Changes to the Implementation of the Policy in 2021

The appointment of Stephen Daintith as Group CFO was announced
on 27 August 2020. The Committee considered Stephen’s
remuneration on appointment. More information can be found

on the corporate website, www.ocadogroup.com.

The maximum potential award for the Group General Counsel and
Company Secretary under the AIP will be increased from 190%

to 215% of salary in FY21 to bring the award in line with the other
Executive Directors. This change also reflects the new importance of
this role given the growth in the Solutions Business and reflects the
same rationale behind the salary increase to bring this role into line
with the other Executive Directors.

Changes to Non-Executive Director Remuneration

Changes to fees for the Non-Executive Directors were also agreed
(by the Executive Directors and Chairman) in 2020 including Non-
Executive Director (“NED”) base fees, the Committee Chairman fees
and the introduction of a fee for being a member of either the Audit
Committee or Remuneration Committee (effective 1 April 2020).

The increases were made to reflect the growing complexity of the
Ocado business and subsequent responsibilities, workload and time
commitment required from the Chairman and the Non-Executive
Directors.

As announced on 18 December 2020, Rick Haythornthwaite was
appointed as an independent Non-Executive Director with effect from
1 January 2021, with the intention to appoint him as independent
non-executive Chairman of the Board from the AGM in May 2021.
Details of the remuneration arrangements on Rick's appointment can
be found on page 172.

Please see page 169 for further information on NED fees.
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Changes to Base Salaries and Fees from April 2021

Changes to base salaries for the Executive Directors were agreed

to take effect from 1 April 2021. These increases are in line with the
budgeted increase for all employees and more details can be found
on page 164.

Changes to fees for the Non-Executive Directors were agreed (by the
Executive Directors and Chairman) to take effect from 1 April 2021,
including the Non-Executive Director (“NED”) base fees, Committee
Chairman fees and Committee membership fees. These increases
are being made to reflect that the Ocado business continues to grow
and become increasingly complex, requiring an increased workload
and time commitment from the Chairman and the Non-Executive
Directors. More details can be found on page 169.

Other Workforce Considerations

At Ocado we value diversity and celebrate difference. It is the
diversity of our people and the skills that they have that enable us
to continually grow and innovate and we are constantly learning
and developing to help attract and retain top talent. This is reflected
in our Equal Opportunities Policy. Whilst we want to have the right
people with the same values and a communal focus on delivering
our strategy, we are committed to building an inclusive and diverse
culture in the workplace. The Company ensures that promotion

and recruitment is fair and objective and that all of our people

are rewarded appropriately for their valued contribution to our
achievements. When making decisions on executive remuneration,
the Remuneration Committee considers a number of factors related
to the wider workforce, including feedback from the Designated
Non-Executive Director (‘DNED”) on workforce remuneration and our
all-employee remuneration report.

Further details on Workforce Remuneration can be found
on page 157.

| will be available at the AGM to answer any questions about the work
of the Remuneration Committee.

Remuneration Committee Chairman
09 February 2021
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This section of the Directors’ Remuneration Report describes the
membership of the Remuneration Committee, its advisers and principal
activities during the period. It forms part of the Annual Report on
Remuneration section of the Directors’ Remuneration Report.

As required under the Terms of Reference, the Remuneration
Committee has three members, all of whom are independent Non-
Executive Directors, and holds a minimum of two meetings a year.

Other attendees at Remuneration Committee meetings during the
year included the Chairman of the Board, the Chief Executive Officer,
the Chief Financial Officer, the Group Chief People Officer and the
external adviser to the Remuneration Committee. The Chairman,
Executive Directors and other attendees are not involved in any
decisions of the Remuneration Committee and are not present at any
discussions regarding their own remuneration. The Deputy Company
Secretary is secretary to the Remuneration Committee.

Following the end of the period, Claudia Arney retired from the
Committee on 25 December 2020. Emma Lloyd joined the Committee
with effect from 2 February 2021.

During the period, the Remuneration Committee and the Company
retained independent external advisers to assist them on various aspects
of the Company’s remuneration and share schemes as set out below:

Adviser PricewaterhouseCoopers LLP (“PwC”)

Retained by Remuneration Committee

Services Advice on a range of remuneration issues

Provided to the including attendance at Remuneration

Remuneration Committee meetings, information on market

Committee practice in relation to various aspects of
remuneration, market trends and benchmarking
of Executive Director and Chairman remuneration.

Other Services  The same PwC advisory team advised

Provided by PwC management on remuneration strategy, policy
and benchmarking for senior management
remuneration and incentive arrangements.
Other PwC advisory teams advised the Group
on a range of matters during the period
including the JV with M&S, internal controls, risk
management, cyber security, accounting and
diversity and inclusion advice.

A separate PwC team have been engaged to
provide SOC (System and Organisation Controls)
audit assurance services to the Group.

The Remuneration Committee considered the reappointment of
PricewaterhouseCoopers LLP. This review took into account PwC’s
effectiveness, independence, period of appointment and fees. PwC were
initially appointed by the Remuneration Committee in 2017 following a
tender process and were reappointed after the last review in 2020.

This period the Remuneration Committee reviewed the performance
of PwC based on feedback from members of the Remuneration

Stock Code: OCDO

Committee and senior management. The criteria for assessing their
effectiveness included their understanding of business issues and
risks, their knowledge and expertise, and their ability to manage
expectations. The Remuneration Committee concluded that the
performance of PwC remained effective.

The Remuneration Committee considered the independence

and objectivity of PwC. PwC have provided assurances to the
Remuneration Committee that they have effective internal processes
in place to ensure that they are able to provide remuneration
consultancy services independently and objectively. PwC confirmed
to the Company that they remain a member of the Remuneration
Consultants Group and as such operate under the code of conduct

in relation to executive remuneration consulting in the UK. The
Remuneration Committee is, following its annual review, satisfied that
PwC have continued to maintain independence and objectivity.

For the period, £106,500 (2019: £127,600) in fees were paid or
payable to PwC for advisory services provided to the Remuneration
Committee. The basis for this is a fixed retainer fee and a time-based
fee for additional work.

Following the review by the Remuneration Committee, it was agreed
that PwC should be reappointed.

In addition to the external advice received, the Remuneration Committee
consulted and received reports from the Company’s Chief Executive
Officer, the Chief Financial Officer, the Chairman, the Group Chief

People Officer and the Deputy Company Secretary. The Remuneration
Committee is mindful of the need to recognise and manage conflicts of
interest when receiving views and reports from, or consulting with, the
Executive Directors or members of senior management.
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The Remuneration Committee has, under its Terms of Reference,
been delegated responsibility for setting remuneration for all of
the Executive Directors, the Chairman and the Company Secretary.
The Remuneration Committee’s work also includes monitoring
and considering the level and structure of remuneration for senior
management. In line with its Terms of Reference, the Remuneration
Committee’s work during the period is set out below:

+ Approving the Directors’ Remuneration Report for FY19.

+ Approving the annual general meeting explanatory notices and a
minor amendment to the Ocado Employee Share Purchase Plan
rules.

+ Reviewing a response statement regarding shareholder
consultation following the 2020 annual general meeting.

+ Approving the Group’s Ge