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CHAIRMAN’S REVIEW OCADO LIMITED
FOR THE 52 WEEKS ENDED 2N° DECEMBER 2007

in my first review to you as Charrman | am dehghted to report that in the final weeks of 2007 Ocodo moved into profit at
an EBITDA {Earnings before Interest, Toxation, Depreciation and Amortisation) level Achieving this milesione 1s o major
step :n the progress of your company towards full prohiability and tangible evidence cf the viability of our chosen business
model It has taken perhaps longer than onticipaied at the outset but we have now demanstrated that we can generate
posihve cashflow from our operctions and this 1s thanks to ¢ lot of hard work by the executive team and to the vision and
longstanding support of Ccado’s shareholders ‘We remain unigue in the value proposition we provide to customers -
offering @ marketleading service, supplying the highest quolity own-label producrs, and now, each week, matching prices
of household branded goods to those of largest supermarket operator in the UK First class customer service, keen pricing
and operatng prohitobility are excellent foundations for long-term business success

The UK grocery market 1s eshmated io ba worth £120billion annually, of which nlernet sales shill represent only

£2 Sbillion The Inshtute of Grocery Distnbuhon {IGD) has recently predicted that by 2012, 60% of all shoppers will use
the internet for food shopping of which 11% of shoppers will exclusively use the internet to shop online for groceries As
such we see tremendous growth polential over the coming years Wa now make ¢ significant operating caniribution on
every single order We have an unmalched customer proposition and a scalable business model Our fixed costs are
tightly controlled and this means that future sales growth will dehver rapid increuse in EBITDA and thus our progress to full
profitabihty

In 2007 Ocado achieved sales growth of 25% to £288 1m on o like-for-like basis This growth wos a combination of an
increase in the number of orders and growth in the average order size The EBITDA loss for the hnancial year halved 1o
£11 6m The EBIT (Earnings before Interest and Taxahon) loss reduced to £31 4m, down only 16 7% due io higher
depreciction chorges os o result of continuing capial invesiment

in March 2007 Ocado raised £30m in equity from new and existing mvestors, and in the following quarter £25m in new
debt to finance the continued expansion We maintain a strong relationship with our key investors who remain supportive
of the business embitions and progress to dale | would like to thank the Company's sharsholders for thew ongaing
support

ln 2007 Ccado launched #ts first lelevision advertising campaign which was successful in incrensing awareness of the
Qcado brand This complemented our continued effective use of direct mail markehng which 1s targeted ot those most
likely to use the Ocado service and has response rates which are significanily above indusiry averoges

Many of the improvements in the operohonal performance of Ceado are not evident in the financial perfermance of 2007
but will deliver savings in future years Our larget s to deliver to the customer precisely what thay ordered ot the time they
requested 1 We continue to make significant improvements to what were already industrydeading metrics 1n this area We
have halved the number of product substitulions in customer erders and our fulhlment of orders 1n cur worehousa 15 now
99 9% accurate

fn 2008 Ocadao continues to enhance our customer proposition by further iImproving on the quality of what we deliver
combinad with maiching the prices of branded goods with the price leader tn our sector We have achieved a werld hrst
by using our technology to display individual product life informahon at the potnt of sale, we have expanded our product
range by 15% and we have moved into new product ranges such as mogazines and flowers

Qcado 15 determined ts minimise its anvironmental impact We have one of the lawest waste levels of any supermarket in
the world The efficiencies of our logishics operation mean that the core business proposition of delivering grocenes to the
customer's kitlchen has a lower carbon foofprint than the allernative of the local supermorket, even if you walk there We
are now collechng and recycling our used carner bags info new bags and constantly seeking new ways to reduce overall
emissions These achievements hove been recognised by winning the Large Retailer category of the Online Retail Green
Awards 2008

| would ke to thank all of cur 3,000 sirong staff for their dedication to enable us to provide leading customer service and
products to customers - without such o committed team, Ocado could not conlinve lo prosper as pienaers in the online
grocery sector, creating such a posiive online experience | would also like to thank all Geado customers and suppliers
who hove given the business the opporiunily to nise to the challenge of being more demanding

Michoo! Grode
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DIRECTORS’ REPORT QCADO LIMITED

FOR THE 52 WEEKS ENDED 2"° DECEMBER 2007

The directors present their report and cudited financicl statements of the Company for the 52 weeks ended 2™ December
2007

Principal activities
The principat actvity of the Company 1s thet of food retall ond delivery The Company operates a customer fulfiiment

centre in the United Kingdom with the capacity to serve househalds in London, the South East, the Midlands and the North

Wast

Review of the business and future developments
The Company continues ifs strategy of developing ¢ notionwide onlme grocery service operated from dedicated
warehouses throughout the Untted Kingdom

The directers are pleased with the progress thot has been made so far in developing the logistics and customer base The
Campany currenlly provides the service to over 50% of UK households, operating in London, the South East, the South
Coast, the Midlands and the North West The Compony intends to continue the rolloul of ils service to other parts of the
United Kingdom

This business has sequired large upfront capital expenditure 1o achieve a scale ot which it can be profiiable on an EBITDA

basis This has now been achieved during the first part of 2008 Furiher capital investment in similar equipment at the
exisiing sie 15 required 1o increase the capacily and grow the profitability of the business in the next few yecrs so that the
Company also becomes profitable on an EBIT and EBT basis Duning the yecr the Company raised £55m in loan and
equity funding from existng and new sharehclders and lenders, further details are given in Notes 17 and 18

Given the strasghtforward nature of the business, the Company’s directors are of the epinion thot analysis using Key
Performance Indicators {KPls} 1s not necessary for an understeading of the development, performance or posthon of the
business

Principol risks and uncerfainties

The management of the business and executon of the Company’s straiegy are subject 1o a number of risks, principally
compehtion from both national end local retailers, continved product availability, refention of key employees ond
maintenance of IT copabilities These nisks are achvely manoged through the implementation of appropriate pelicies and
procedures

Results and dividends

The Company made a loss for the 52 weeks ended 2™ December 2007 of £39 7m {2006 restated - £44 2m) incursing
operahng losses of £31 4m {2006 resioted ~ £37 6m loss) The net cash outflow from operating activibes was £20 9m
{2006 - £16 4m outflow} The detailed resulis are set oul in the Profit and Loss Account on page 6 The directors do not
propose to pay a dividend for the financial year {2006 - £nil}

Employee involvement
The Company 1s committed to involving employees in 115 achvities and considers that a loyal and skilled worklores 15

essenital to the future of its business It recognises that employees should be kept informed of the prograss of their business

and of the Company as a whole, and regular corporate briefing sessions are held The Company aims fo take inic
account views of employees when significant decisions are made that are likely to affect their interests

Disabled employees

The Campany 15 commitied to the principle of equal opporturiites for all it s the policy of the Company that applicahons
for employment by disabled persons are ahways fully considered, bearing in mind the respective aptitudes and abilihes of
the applicont concerned In the avent of employees becoming disobled oll recsonable effort 15 made 1o ensure that therr
employment within the Compuany continues It 1s the policy of the Company that the training, cereer development and
promotion of a disabled person should, as far os possible, be identical to thot of an able bodied person

Charitable and political contributions

The Company made donations for chantable purposes during the finoncial year, which amounted to £3,000 (2006 -
£5,000) No pohitical donations were made Employees of the Company raised £8,000 during the financial yeor tor the
NSPCC which 15 the Company's nominated chanity
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DIRECTORS’ REPORT [CONTINUED) OCADO LIMITED
FOR THE 52 WEEKS ENDED 2N° DECEMBER 2007

Creditor payment policy

It 1s the Company's policy in respect of all suppliers to agree payment lerms 1n advance of the supply of goods and o
adhere o those payment lerms The Company’s average credifor payment pencd ot 2™ December 2007 was 23 doys
(2006 — 41 daoys)

Directors
The directors who have held office during the financial year or have been gppointed subsequent to the finoncial year end
are as shown on the Company Information page

Directors’ interests
The directors’ beneficial intarests i the Ordinary shores of the Company at the beginning and end of the hnencicl yeor or
date of appointment are os stated belaw

Share Qptions
No of Options No of Options Exercise

Date ot 3 December ot 2 December Price Exercise

of issue 2006 2007 {£} Period
N Abrams May-02 1,750 1,750 100 07/02/05 -04/02/12

May-02 1,750 1,750 150 ©7/02/05 -06/02/12

Nov03 1,000 1,000 90 30/11/06 -29/11/13

Moy-Q3 1,000 1,000 115 16/05/08 -15/05/15
J Faiman May-05 2,000 2,000 115 16/05/08 —15/05/15
J Gissing Moy-05 2,000 2,000 115 16/05/08 -15/05/15
R Gome May.02 1,750 1,750 100 07/02/05 -06/02/12

May-02 1,750 1,750 150 07/02/05 -06/02/12

Nov(3 1,000 1,000 90 30/11/06-29/11/13
T Steirer May-05 2,000 2,000 115 146/05/08 =15/05/15
T Cloyton Feb02 243 Q43 53 07/02/04 -06/02/12

Neo other directors have options in the Compony There are no performance criterio attached to these ophions The number
and exercise price for any ophions granted to direciars 13 set by the Remuneraton Commities

Ne Directors have exeraised ony options dunng the financial year nor have there been any lapses

Shares
Ordinary Convertible Preference
Shares of 1p each Shares of 1p each
2 December 3 December 2 December 3 December
2007 2006 2007 2006

N Abrams 4,356 4,356
J Faiman 304,376 304,376 . -
1 Frampton 2,517 2,517 50 50
J Gissing 26,576 96,576 - -
R Gormie 13,529 13,529 - -
T Seirer 143,264 143,964 - .
M Grade 667

No other directors have an interest in the Ordinary or Convertible Preference shares of the Company
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DIRECTORS’ REPORT (CONTINUED) OCADO LIMITED
FOR THE 52 WEEKS ENDED 2"° DECEMBER 2007

Durectors’ interests {continved)

In addition 1o the above, four separale frusts hold 160,412 (2006 - 160,412), 106,946 (2006 - 106,944, 68,763
{2006 - 68,762} and 12,008 [2006 - 12,008) Ordinary shares n the Company Messrs Steiner, Gissing, Rovsing and
Abrams respectively are discretronary beneficianes of these lrusts One trust holds 328,724 [2006 - 328,724}
Converiible Preference shares Mr Rausing is a discretionary benehiciary of this trust

Independent Auditors

PricewaterhouseCoopers LLP are the auditors for the 52 weeks ended 2™ December 2007 and have indicated their
willingness to continue in office A resolution to reappoint PricewaterhouseCoopers LLP as auditors to the Company will be
proposed at the Annual General Meeting

Statement of directors’ respensibilities

Company low requires the directors to prepare hnoncial statements for each hnanaial year that give a rue and fair view of
the state of affairs of the Company and of the profit or loss of the Company for that period The directors are required ta
prepare the financial statements on the going concern basis, unless i1 1s mappropriate to presume that the Company will
continue 1n business

The directars conbirm that suitable accounting policies have been used and applied consistently in the penod with the
excephon of the changes anising with adoption of the new accounting standards in the peniod as described 1n Nole 1 of
the financial statements They also confirm tha! reasonable and prudent judgements and estimates have been made in
preparing the financial stalements for the 52 weeks ended 2! December 2007 and that applicable accounting standards
have been followead

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any time
the hinancial posiion of the Cempany and 10 enable them te ensure that the financial statements comply with the
Compames Act 1985 They are olso responsible for safeguarding the assets of the Company and hence for laking
reasonable steps for the prevention and detecion of fraud and other irregulantes

Each person who 1s o director at the date of approval of this report confirms that so far as the director 1s aware, there 15 no
relevont audit informahon of which the Compony's auditars are unaware and each director has taken all the steps that he
ought to have taken as a director to make himself aware of any relevant audit information ond to establish that the
Company's audilors are aware of that informahon This confirmation is given and should be interpreted 1n accordance
with the provisions of Section 234ZA of the Compomies Act 1985

On behalt of the Board

T Stemner
Director

15 Augusi 2008
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INDEPENDENT AUDITORS’ REPORT OCADO LIMITED
TO THE MEMBERS OF OCADQ LIMITED

We have oudited the financiol statements of Ocado Limited for the 52 weeks ended 2™ December 2007 which comprise
the Profit and Loss Account, the Statement of Total Recognised Gains and Losses, the Balance Sheel, the Cash Flow
Statement and the related notes These finaacial stotements have been prepared under the nccounting policies set out
tharein

Respective responsibilities of directors and auditors

The directors’ responsibilies for prepanng the financial stalements 1n aceordance with applicable low and United
Kingdom Aceounting Standards [United Kingdom Generally Accepled Accounting Practice) are set out in the Statement of
Directors’ Responsibilities

Qur rasponsibility 15 to audit the financial statements in accordance with relevant legal and regulatory requirements and
Inlernananal Standards on Auditing (UK and lreland] This report, including the opinion, has been prepared for ond only
for the Company’s members as a body in accordance with Section 235 of the Companies Act 1985 and for no other
purpose We do not, in giving this opinion, accept or assume responsibility for any other purpose or to any other person
to whom this report 1s shown or into whose hands it may come sove where expressly agreed by our prior consent in
wrihing

We repor! lo you our opinion as lo whether the financiol stotements gsve a true and fair view and are properly prepared
in accordance with the Companies Ac) 1985 We also repoart to you whether in our opinion the information grven in the
Directors’ Report 15 consistent with the financial statements

In additicn we repert to you If, in our opinion, the Company has not kept proper accounting records, i we have nol
received all the information and explanations we require for our audit, or if information specified by law regarding
direciors’ remunerafion and other fransactions 13 not disclosed

We recd the Drreclars’ Report and consider the implications for our report if we became aware of any apparent
messtatements within it

Basis of audit opinjon

We conducted our audit in accordance with International Standards on Auditing [UK and Ireland) 1ssued by the Auditing
Practices Board An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the
financial stataments 11 also includes an assessment of the significant eshkmates and judgments made by the directors in the
preparation of the financial siotements, and of whether the accouniing policies are appropnate to the Company's
circumstances, consistently apphed ond adequately disclosed

We planned and performed our audst su os to obian oll the information and explanations which we considered necessary
in order to provide us with sufficient evidence 1o give reasoncble assurance that the hnancial statements are free from
matenal misstatement, whether caused by fraud or other irregularity or error In forming our opinion we also evalvated the
overall adequacy of the presentation of infarmatien in the financial statements

Opimon

In our opinion

. the financial statements give o frue and fair view, In accordance with United Kingdom Generally Accepted
Accounting Practice, of the state of the Company's affairs as at 2™ December 2007 and of uts loss and cash
flows for the §2 weeks then ended,

. the financial statements have been properly prepared in accordance with the Componies Act 1985, and

. the infermation given in the Directors' Report 1s consistent with the bnancial statements

Emphasis of Matter - Going Concern

In forming our opinion on the financial stotements, which s not qualified, we have considered the adequacy of the
disclosure made in Note 1 1 to the finoncial statements concerning the uncertamty of the Company's future funding This
condition indicates the existence of a material uncertainty which may cost doubt on the Company's ability to continue os a
going cencern so we consider it should be brought to your offention The hinancial statements do not include ony
adjusiments.that would resull if the Company was unable to cantinue as ¢ going concern

At /fwwy(’?(t/yq V4 /-P

PrncewcterhouseCoopers LLP
Chartered Accountants and Registered Auditors

St Albans
s Q’L\-ﬁu;'{— Z2Cay
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PROFIT AND LOSS ACCOUNT
FOR THE 52 WEEKS ENDED 2"° DECEMBER 2007

OCADO LIMITED

Notes
Turnover (inclusive of VAT)
VAT
Turnover 2
Cosl of sales
Gross loss
Administratve expenses
Other opetating income 3
Operating loss 3
Interest recevable and similar income ?
Interest poyable and simikar chorges 9
Loss on ordinary activities before taxation
Taxon loss on ordinary activities 10
Loss on ardinary adivities after taxation 20
and retained loss for the financiol year
Earnings before interest, taxation, depreciation 4

and amortisation

52 Weeks ended 53 Weeks ended
2 December 3 December
2007 2006
Restated *

£000s £000s
288,098 230,178
{15,242) {12,447
272,854 217737
(279,829) {231,73¢)
{6,973} {14,005
[26,259) {25,386)
1873 1,749
131,359} (37,642

824 596

{2191 {7.178)
{39,726} (44,224
{39,726) {44,224
{11,555 {22,673)

There 15 no difference between the loss on ordinary achivities before taxation and the retained loss for the hnancial year

stated above ond therr historical cost equivelents
The notes on pages 10 1o 24 form part of these hnancial statements

All operations are continuing

* Fuot yoor ¢comparntivaes Fave been restated for tha adophion of FRS20 ond FRS25 refer ko Nate |
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STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES
FOR THE 52 WEEKS ENDED 2"° DECEMBER 2007

OCADO LIMITED

Notes

Loss for the hnancial year
Total recognised gains and losses relating to the finoncial year
Prior year odjustment {FRS20 and FRS525) 1

Total gains and losses recognised since last financial statements

* Prior yaar comparatives hove been restoled for the adophon of RS20 and FRS2S refer to Now )
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52 Weeks ended

53 Weeks ended

2 December 3 December

2007 2006

Restated *

£000s £000s

[39.726) {44,224)

39,726) (44,224}
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BALANCE SHEEY
AS AT 2"° DECEMBER 2007

OCADOQ LIMITED

Fixed Assets
Tangtble ossets

Fixed osset investments

Current Assets

Stock

Debiors

Cash of bank and in hand

Creditors: amounts falling due within one year

Net current liabilities

Total assets less current liabilities

Creditors: amounts fulling due after more than one year

Creditors: Convertible Loans falling due after more than one year 16,17

Net LUabiliies

Capital and reserves
Called up shere capital
Share premium accouwnt
Prohii and loss account

Other Reserve

Total Equity Shareholders’ deficit

2007 2006

Restated*

Notes £000s £000s
1 84,377 78,391
12 395 395
84,772 78,786

13 8,300 7.178
4 ©.458 11,209
11,286 11,521

29,044 29,908

15 {40,031} [56,2G3}
{10,987} {26,295}

73,785 52,491

16,17 {82,813) (54,344}
{33,424) {31,248}

(42,452} [33,121)

8 34 32
20 241,109 210,897
20 |290,477) {250,932)
20 6,882 6,882
te (42,452) (33,121

The financial statemants on pages & fo 24 were approved by the Board on 15 August 2008 ond signed on its behell by

T Steiner
Directar

* Prigs yeor comparaiives nove boen fesiated for he adaphon of FRS20 ond FRS25 refer ko Now 1
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CASHFLOW
FOR THE 52 WEEKS ENDED 2N° DECEMBER 2007

OCADO LIMITED

52 Weeks ended 53 Weeks ended

3 December 3 December

2007 2006

Notes £000s £000s

Net cash outflow from operating acirvines 5 {20,923} [16,419)
Refurns on invesiments and servicing of finance 21 {7,134) (4,225}
Capikl expendilwe 2] (10,491} 17,601}
Cash outflow before financing {38,548) |38,245)
Finarcing 21 38,434 50,345
(Decrease]/Increase in net cash 6 {4 12,100

Recenciliation of net cash flow to movements in net debt

52 Weeks ended

53 Weeks anded

3 December 3 December
2007 2006
Restated’
Notes £000s 2000s
Inerease/|Decrease} in net cash 6 {114) 12,100
{Increase)/Decrease in borowings 6 (8,220} 10,123
Non-cash changes & (15,299} (16,459}
Change in net debt {23,633) 5,764
Net debt brought forward 6 {86,515) (92,279)
Nat dabt carried forward & {110,148) {86,515}
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NOTES TO THE FINANCIAL STATEMENTS OCADO LIMITED
FOR THE 52 WEEKS ENDED 2"° DECEMBER 2007

1.
1.1.

1.2.

1.3.

Accounting policies

Basis of preparation

The dirsctors believe thal, based on i current forecasts and plans for raising new equity, the Company will
meel the current and envisaged financicl covenants within 1ts existing banking orrangements These forecasts
assume that the Company confinues fo grow However, in the event that these forecasts and hence covenants
are not met the directars are conhdent that, if necessary, the existing banking errangements could be
renegehoated and//or addiional funding could be raised from erther exishing or new investors

Whilst there can be no certainty about the ovicome of the matters described above, based on the foregoing, the
directors consider that it 15 oppropriote to prepare these financial statements an the going concern basis under
the historical cost convention and the accounting policies set out below, and in accordance with the Compamies
Act 1985 and applicable United Kingdom accounting standards

The following accounting policies have been consisiently applied except as desenibed in Note 1 2 “Changes in
accounhing policy and presentahion of hnancial performance”

Changes in accounting policy and presentation of financial performance

a) FRS 20 Share-basad payments
During the 52 weeks ended 2" December 2007 the Company adopted the provisions of FRS20 “Share-
based payments” The adophon of ths standard represenis a change 0 accounting palicy and the
comparative figures have been restated accordingly

This change of accounting policy has resulted i an increase in the loss on ordinary actvities before
taxahon of £181,000 (2006 - £147,000) (see Note 19} and recogmise a credil in reserves of an equal
amount This change has not resulted 1n any increase or decrease in net habilihes

The Compoeny's accounting policy relating to Shere-based paymenis 15 detailed in Note 1 10

b) Earnings before Interest, Taxation, Depreciation and Amortisation
During the 52 waeks ended 2™ December 2007 the Company infroduced the Earnings before Interest,
Taxahon, Depreciotion ond Amortisation ['EB[TDA’) measure on to the face of the Profit and Loss Account
with a comparahve

The Company believes the disclosure of this measure improves the volua of the reporting by prasenting a
measure that 15 commonty used by investors,

The calculation of the Earnings before Interest, Taxahion, Deprecialion and Amorhisation 1s detailed
Note 4

¢} FRS25 Financial Instruments - Presentation
During the 52 weeks ended 2™ December 2007 the Company amended s accouniing policy in respect
of financial insiruments to adopt the requiements of FRS 25 “Financiol Instruments Presentation® for
compound hnancial instruments 1o be split between their hability and equity components, as detailed in
Note 1 1} This standard was applicable for accounting periods beginning on or after 1* january 2005
and therefore should have been adopted by the Company 1n the prior year

This change of accounting policy has required comparative figures to be restated, resulting in an increase
in the less on ordinary activities before toxation of £954,000, increase 1n Other Reserve of £6,882,000,
reduchion 1in Non-Convertible Loans of £3,698,000 and increase in the Proht and Loss Reserve defiait of
£3,184,000 In the current year the change has resulted in an increase in the loss on ordinary achivities
before taxahon and increase in Non-Convertible Loans of £1,009,000

Turnover

Turnover consists of sales to third parties including charges for delivery where appropriate and 15 net of
vauchers, discounts and refunds Revenue 1s recognised when customers take delivery of the goods
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NOTES TO THE FINANCIAL STATEMENTS OCADO LIMITED
FOR THE 52 WEEKS ENDED 2™° DECEMBER 2007

1.4.

1.5.

1.6.

1.7.

1.9.

1.10.

Stock

Stock comprises goods held for resale, fuel and other consumable goods  Stock 15 valued at the lower of cos!
and nel reabsable volue

Deferred taxation

Defarred tuxation 1s accounted for on an undiscounted besis ot expecied lox rafes at balance sheet date on all
differences arising from the inclusion of ilems of income and expenditure 1n taxahon computations n periods
different from those i which they ore included in the finonciol statements A deferred tax asset s only
recogmsed when it 1s more likely than not that the asset will be recoverable in the foreseeable future out of
sutoble foxable profits from which the underlying iming differences can be deducted

Tangible fixed assets

Tangible hixed assels are siated ot hstoric purchase cosl less accumulated depreciation Depreciation 1s
provided of rates estimated 1o wnte off the cost or valuation of the relevant assets less their eshmated residual
values by equal annual amounts over therr expected useful econemic lives Residual values and expected useful
economic hves are reossessed annvally No depreciotion is provided on Freehald Land Qther fixed assets are
depreciated based on the useful aconomic life indicated below

Computer Software & Hardware 2 - 5 years

Fixtures & Fitings 5 - 10 years

Plant & Machinery 3 - 20 years {90% between 5 and 10 years)
leasehold Property over the remaining period of the lease
Freehold Buildings 25 years

Intangible Assets 3 years

Any impairment of tangible fixed assets 1s charged 1o operating proft in the penod in which it arises

Work completed by the inhouse IT ond Project Management leams which are an allernahve 1o engaging
external vendors and relates Io the introduchon or significant enhancemant of capital equipment in the
warehouse and other key business processes 1s caprialised These assets are depreciated over the same usehul
economtc life as the related assel, normally 3 years

Fixed asset investments

Investments are stated indiidually of the lower of cost and their recaverable amount, which 1s determined os the
higher of net realisable valva and value in use

Leases

Computer Equipment, Plant & Machinery and Fixtures & Fittings acquired under finance leases, which are those
where substanticlly olf the nsks und rewards of ownership of the assets have passed to the Cempeny, are
capttalised in the balance sheet and depreciated over the shorter of their useful economic lives and the lease
tarms The present valve of future rentals 15 shown as o liability The interest alement of the rental obligations s
charged ta the proht and loss account aver the peried of the lease

All other leases are regarded as operating leases ond the payments made under ther are charged 1o the profit
and loss account on a straight line basis over the lease lerm

Pensions

The Compony contributes lo the personal pension plans of s stoff through a defined contrbution group personal
pension scheme which s administered by Standard Life Employer contnbutions to the scheme are a percentoge
of salary based on length of service, coniributions are charged to the prolit and loss account 1n the penod in
which they anse

Share-based poyments

Employees including directors} of Ocado Limied receive remuneration in the form of share-based payment
fransachons, whereby employees render services in exchange for nights over shares [‘equity-setiled
transachons’)
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NOTES TO THE FINANCIAL STATEMENTS OCADC LIMITED
FOR THE 52 WEEKS ENDED 2N° DECEMBER 2007

1.11.

2,

Share-based payments {(continued)

The cost of equity settled transactions with employees 1s measured by reference to the fair value ot the date ot
which they are grented The farr valve for HM Revenue & Customs Approved schemes 1s determined by the
Compony and confirmed by HM Revanue & Cusloms’ Shares and Asset Voluahon division tn veluing equity-
sefiled transachens, no account 1s taken of any performance conditions

The cost of equity-seiiled transactions 1s recognised, together with a corresponding increass in equity, over the
years in which the performance conditions are fulliled, ending on the date on which the relevant employees
become Rlly entiled to the award {'vesting date’] The vesling period 1s 3 years If the options remain
unexercised after o period of 10 years from the date of grant or the employee leaves the Company, the ophons
expire

The cumulahve expense recognised for equity-setiled tfransactons ot each reporting date unhl the veshng date
reflects the exlent to which the vesting period has expired and the number of awards, in the cpinion of the
directors of the Company at that date, based on the best availckle estimate of the number of equity instruments
that will ulhmately vest

Neo expense s recognised for awards that do not ullvmately vest, except for awards where vesting 15 conditional
upon a markat condihon, which are treated as vesting irrespectiva of whether or not the market condition 15
satsfied, provided thot ofl other performance conditions are satishied

For details of the share options see Note 22

Financial instruments

Financial instruments, other than equity shares, are classified os habilimes if they contain an obligation to transter
economic benehis In accordance with FR525 compound financicl instruments are split between the liability and
equity components at the date of 1ssuance, based on relative fair values, with the equity component included in
other reserves The finance costs in respect of financial instruments ather than equity are recegnised in the profit
and loss account over the term of the snstrument of o constant rate on the corrying amount

Segmental analysis of turnover, profit and net assets
The Company’s achvities consist solely of the retoiding of food end supermarket goods within the United

Kingdom

Operating loss

2007 2006
Restated*
Notes £000s £000s
Operatng loss 1s stated ofter charging/[crediting)
Depreciation of leased tangible ossets 11 @,945 8,054
Depreciofion of owned ngble ossets 1 2,859 6,913
Employment costs 7 46,731 32,250
Other operaling income (1,873 11,74%
Amounts pard under operating leases - Pkint & Machinery 372 525
Amounts pard under operating lecses - Other and land & buildings 3,175 3,135

Other operafing 1ncome camprised principally of sublet property income ond income generated from the sale of
promotional space on the Company’s website

Depreciation charge for the hnancial year includes a charge of £613,000 (2006 - £477,000] in respec! of
Plont & Machinery written down to net realisable value

® Fno: yeai comparat vas bave been resioted for the adoption of FRS20 and FRS2S refo 10 Nole 1
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE 52 WEEKS ENDED 2"® DECEMBER 2007

OCADO LIMITED

5.

Operating loss (continued)

Details of ouditors’ remuneration are as follows

2007 2006
£000s £000s

Fees payoble 1o he Compony's audifor for the audit of the
Company's financial statements for the 52 weeks ended 2" December 2007 65 60
Total audit fees 43 60
Tax services 15 6
Corporate hnance services 20 42
Jotal non-cudit fees 35 48

Reconciliation of loss for the financial year to earnings before interest, taxation, depreciation

and amortisation

2007 2006
Restated*
Notes £000 5 £000s
Loss on ordinary cchvikes after taxaton ond
retarned loss for the yeor {39.726) (44,224
Add back the followang
Tax on loss on ordinary activilies 10 .
interest recervable and simitar tncome Q (824) (594
Interest payable and similar charges 9 9,191 7178
Depreciation 11 19,804 14,969
Earnings before intersst, laxahon, depreciation and amortisation {11,555) {22,673
Recanciliation of operating loss to net cashflow from operating activities
2007 2006
Restated*
Noftes £000s £000s
Operabng loss 131,359} (37,642
Depreciahon of kangible fixed assats 11 19,804 14,969
Share option charge 22 181 147
{increase] m skock {1,122 {2,572}
flacreasel/Decrease in trade debtors 2,559 {2,869
[increase}/Decrease in other debtors {808 472
Increase/[Decrease) in trade credikors (10,724 7,536
Increase/[Decrease} in other creditors 548 3,540
Net cash ouflow from operating activities 20,923} (16,419

*Prior year tomporohves have bean restated for fe odophon of FR520 ond FRE2S refer to Nate 1
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE 52 WEEKS ENDED 2ND DECEMBER 2007

OCADO LIMITED

6.

Analysis of changes in net debt

As at Non-Cash As at
3 December Cashflow Changes 2 December
206 2007
Restated*

£000s £000s £000s £000s

Cash at bank and in hond 11,521 {235) - ¥1,285
Overdraht (516) 121 - [395)
Net cash 11,005 (114 - 10,891
Oter loons due within one year (5,626} 4,694 932
Other loans due ofler one year (59,935) {20,150 - (80,085
Finance leases due wathin one yeor {6,282) 7236 {4.824) {3,87C
Finance leases due ofter one year [25,677) - {10,475} {36,152}
Borrowings [97,520) [8,220) {15,299} (121,03%
Net debt (86,513) (8,334) {15,299} (110,148)

At year end the Company benefited from an overdraft focdity of £5m {2006 - £5m) with Barclays Bank Ple

Employee information

Employmeni cosis duning the financial year ware as follows

Wages and salories
Social secunly costs
Costs of employee share option schemes
Other pension costs

Average no. of employees by role
Operatonal Staff
Support Skff

2007 2006
Restated*
£000s £000s
42,458 28,680
3477 2,895
181 147
615 528
46,731 32,250
2007 2006
2,308 1,018
274 230
2,582 1,248

At the end of March 2007 o 5 year coniract for the provision of third party logistics services ended The 1,214

people employed under this contract became employees of the Company under TUPE legislation

The costs recognised obove for the share ophion scheme relate 1o equity-setiled schemes only (see Note 272)

* Prios yeor comparatives bave been restated for the adephon of FR$20 and FRI2S refer to Note 1
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE 52 WEEKS ENDED 2"° DECEMBER 2007

OCADO LIMITED

8.

Directors’ emoluments

2007
Directors £000s
Aggregake emoluments 6535
Company contbutions fo money purchase pension schemes 28

2007
Highest Paid Director £000s
Aggregatk emoluments 181
Company contnbutions to money purchase pension schemes 12

2006

£000s
594
32

2006

£000s
178
12

Post retirement benehts are aceruing to three direciors os part of the defined contributon grovp persoral pension

scheme that 1s offered to all employees (2006 - 3 directors)

T Clayton and R Gorne were paid £24,321 {2006 -~ £15,679} and £32,568 (2006 - £17,6235)} respechively in

relation to professional services dunng the financial year

Interest (payable}/receivable and similar charges

2007 2006

Restated®

£000s £000s

Bonk interest receivable 824 596
Interest poyable end similar chorges

- Other loans (6,867 [5,78%9)

- Bank inlerost (64) {206}

- Finance leases [2,260) {1,183)

9,197) 7178

* Pricr year competahves have beea restoted for the odophon of FR320 ond FR325 refer to Note 3
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE 52 WEEKS ENDED 2"° DECEMBER 2007

OCADO LIMITED

10, Taxation on loss on ordinary activities
2007 2006
£000s £000s
Cumrent kax
Totat current tax -
Defarred tox
Total deferred tax
Total loss on ordinary actvihes -
The tox assessed for the period s higher than the standard rate of corporate taxahon in the UK [30%]
The differences are explained below
Loss on ordinary achvites before tax [39.7268) {43,698
Loss on ordinary achivihes belore tax multiphed by
the standard rate of Corporation Tax in the UK ~ 30% {2006 - 30%) {11,918} {13,109
Effects of
Expenses not deductible for Iox purposes 135 294
Capial allowances less than depreciaton 3,034 1,910
Tox bosses 8,749 10,905

Current fax charge for the perod

Based on the results for the period there 1s no provision for corporation tax The value of the taxation losses to
date ot a 28% (2006 - 30%!} tax rate s £72 4m (2006 -~ £64 5mj with an unrecognised deferred tex asset of

£84 Bm (2006 - £74 4m}, as detaled below

Accelerated capiial ollowances
Timing differences
Tox losses carried forward

Unrecognised defered tux asset

2007 2006
£000s £000s
(12,426) 9,881)
[72,395) (64,525
(84,821} 7 4,406)

The asset will only stort becoming recoverable once the company becomes profitable
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NOTES TO THE FINANCIAL STATEMENTS OCADO LIMITED
FOR THE 52 WEEKS ENDED 2" DECEMBER 2007

11.

12.

Tangible fixed assets

Computer
Software & Land & Plant & Fixture &

Hardware Buildings  Machinery Fittings Total
Cost £000s £000s £000s £000s £000s
At 3% December 2006 20,629 10,904 89,233 2,048 122,814 |
Addhons 6,035 (2) 29,619 278 35,230
Disposals - {12,176) . {12,176}
Reclassihcatons {1} - 51 {50) -
At 2™ December 2007 26,663 10,902 106,727 2,274 146,568
Accumulated Depreciation
At 3" December 2006 13,184 1,853 28,620 764 44,423
Charge for the Year 3756 513 15,247 288 19,804
On disposols - . 12,036} . {2,038)
Reclassificahons 1 - - (1) -
At 2™ December 2007 14,941 2,366 41,831 1,353 62,191
Net book value |
At 3" December 2006 7.445 9,051 60,613 1,282 78,391 |
At 2 December 2007 @722 8,534 64,896 1,223 84,377 |

Included in Computer Software & Hardware and Plant & Machinery are assets purchased under finance leases
at o cost of £55,269,000 (2006 - £42,189,000), the accumulated depreciation on these assets al
2™ December 2007 1s £25,683,000 (2006 - £17,775,000)

Lond & Buildings 1s made up of Leasehold Property - Short Term - at a cost of £8,985,000

12006 - £8,985,000) with accumulated depreciation of £2,310,000 {2004 - £1,834,000}, Freehold Buildings
at a cost of £1,119,000 {2006 . £1,119,000} with accumulated depreciaton of £58,000 {2006 - £19,000)
The remainder 1s made up of Freehold Land which 1s not depreciated

Plant & Machinery includes vehicles at a cost of £23,736,000 {2006 - £22,373,000) with accumulated
depreciahon of £12,174,000 (2006 - £9,931,000)

Depreciation charge for the financial year includes a churge of £613,000 {2006 - £477,000) in respect of
Plant & Machinery wniten down to net realisable value

Included within tangible fixed assets 1s capstal work in progress for Plant & Machinery of £9,151,000
{2006 - £11,654,000} and Computer Software & Hordware of £239,000 {2006 - £851,000}

Fixed asset investments

2007 2006
£000s £000s
At 3" December 2006 and 2™ December 2007 395 395

The nvesimenls compsise a 25% nterest in Paneltex Limited, on unlisted company, at a cost of £395,000 This
stoke was acquired in June 2001 Paymeni for the shares was parfly in cash [£237,000} and parly in equity
{1,975 Convertible Preference shares) The direciors believe that the market value of this investment s equal to
the purchase price

The Company’s 25% interest in Paneltex LUmited has not been treated as an associcted undertoking os s
majonty shareholder controls the company and Ocado Limited does not exercise signthcant influence
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NOTES TO THE FINANGIAL STATEMENTS (CONTINUED)
FOR THE 52 WEEKS ENDED 2"° DECEMBER 2007

OCADO LIMITED

13.

14.

15,

16,

Fixed asset investments {continuved)

In the year lo 30 June 2007 Poneltex Limited made a profit before tax of £618,000 {2006 - £221,000] its net

assets at 30 June 2007 were £2,071,000 (2006 - £1,558,000) Further details of the relationship with

Paneltex Limited are tncluded 1n Note 24

Details of Ocado Limited’s subsidiary compony are included in Note 23

Stock

Goods for resale
Consumables

Debtors

Trade debtors
Other debiors
VAT recoverable

Prepoyments

Creditors: amounts falling due within one year

Overdralt

Trade credifors

Obligations under finance leases
Taxation and socal security
Other loans

Accruals and deferred income

2007 2006
£000s £000s
7,735 5,819
565 359
8,300 7,178
2007 2006
£000s £000s
1,073 3,632
580 455
1,304 1,278
6,501 5,844
9,458 11,209
2007 2006
£000s £000s
395 516
20,142 30,868
3,870 6,282
2,681 1,493
@32 5,626
12,011 11,418
40,031 56,203

The Company renewed its overdrafi facility of £5m with Barclays Bank Ple in November 2007

Terminaton of a contract for the provision of third party logistics servicas during the financial year (see Note 7)

resulted i a reduction in the Trade Creditors balance of £7m

Credilors: amounts falling due after more than one year

Non-Converhble loans - from Financial fnstitutons ond other

Obligations under finance leases

Convertble loans - fom shamholders

* Prior year comoaratives haes been 1asiomnd for the adoption of FRS20 and FRSZS refer to Now |
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Restated®

£000s £000s
46,661 28,667
36,152 25,677
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NOTES TO THE FINANCIAL STATEMENTS {CONTINUED) OCADO LIMITED
FOR THE 52 WEEKS ENDED 2M° DECEMBER 2007

17. Summoaory of borrowings
) 2007 2006
Restated"
£000s £000s
Due date
Less than one yeoar
Oter loans 932 5,626
Obligations under finance leases 3,870 6,282
Between one year and two years
Cther loans 21,422 6,468
Chhgations under finance leases 7615 14,390
Between two and five years
Cher loans 56,263 52,348
QObhgations under finance leases 28,312 11,142
Over five years
Cther foans 2,400 1,099
Obligations under finance leases 225 145
Total
Cther loans 81,017 65,561
Obhgations wnder finonce leases 40,022 31,959
Total Borrowings 121,03% 97,520

A loan of £8 Om was entered into 1n December 2004, £7 2m of which was used to repay an existing loon The
£8 Om loan 1s repayable in quarerly instalments ending 1n June 2012 and bears nterest at o rate of LIBOR +

3 5% In May 2007 the Company repaid the outstanding balonce on this loan and took out @ new |oon for

£8 Om from the same lender at @ similar rote of interest and repayable in quarterly instalments commencing
May 2009 and ending in May 2014

The Company entered wto o loan of £20 Om in December 2004, repayable in instalments from November
2007 1o November 2011 The loan bears interest at a rete of LIBOR + 5% and 300 basis points of the inferes
15 rolled up nto the value of the loan In February 2007 the Company drew down on @ £15m loan facility with
similar terms to the onginal loan A repayment of £2 5m ogoinst both loans was made in November 2007

£12 3m in B loan stock was 1ssued to John Lewss Plc 1 Janvary 2003 and 1s repayable s full in January 2010
The B loan stack 15 not interest bearing but confers the nght to subscribe for up 1o 145,271 Canverhble
Preference shares ot g price of €84 70 per share on the occurrence of certain tngger events (including, inter
alia, an issue of new shares in the Company)

£B 6m in C loan stock was 1ssued to John Lew:s Pl in Febryary 2004 and 1s repayable in full in February 2011
The C loan stock 13 not :ntarest bearing but confers the nght to subscriba for up to 91,143 Convertible
Preference shares al a price of £94 49 per share on the occurrence of certain trigger avents {including, 1nfer
alia, an issue of new shares in the Company)

In accordonce with FRS 25 and the chonge in accounting palicy set out in Note 1 2(c) the pnncipal values of the
B ond C loan stock described above, have as compound hnancial instruments been sphit into their composite
hability and equity components

£1 5m in convertble loan stock was 1ssued to John Lewss Ple in July 2005 and 1s repayable in full in March
2009 after having been extended at the ophen of the loan stock holder in March 2007 on payment of @
premium by the loan stock holder of £8 87 per share This now entilles the loan steck holder to convert the loan
stock and accrued inferest into 14,519 Convertible Preference shares ot a price of £115 per shore any hme up
to March 2009 Interest on the foan stock 1s only poyable at the end of the loan period

* Prwsr yeor camporolives have been restoted for the adopran of FR$20 und FRS2S relecto Noe |
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NOTES TO THE FINANCIAL STATEMENTS {CONTINUED) OCADO LIMITED
FOR THE 52 WEEKS ENDED 2"° DECEMBER 2007

18.

Summary of borrowings (confinued)

£12 6m in converlible loan stock wos 1ssued 1o Goldman Sachs International in March 2004 and s repayable
in full in March 2009 ofter having been extended af the option of the loan stock holder in March 2007 on
paymeni of a premivm by the lban stock holder of £8 34 per share This now enhifles the loan siock helder 1o
convert the loan stock and accrued interest into 132,773 Convertible Prelerence shares ol o price of £115 per
share any me up to March 2009 Inlerest on the loan stock 1s only payable at the end of the loan period

The Company antered into a loan 1n April 2002 with the then landlord for the Customer Fulfiiment Centre, of
which £3 9m 15 outstanding and s repayoble 1n fixed quarterly payments ending in March 2072 Interest is
payable on the loan ot o rate of 14 2% The Company has o nght to repay the loan without penalty at any hme
on 5:x months notice

The Company has loken out a 5 year loan in November 2006 of £1 5m which 1s secured on o freehold
property Interest 15 payable on the loan ot LIBOR + 1 5% and 15 repayable in fixed quarterly instalments with a

final payment at the end of the lease

The Company has gronled secunty in respect of loans totalling £43m over certaun warehouse assets, software
and intellectuol property

Share capitul

2007 2006
Authorised £000s £000s
3,000,000 Crdinary shares of 1p each 30 30
3,000,000 Convertble Preference shares of 1p soch 30 30
&0 60

Allofted, called up and fully paid
1,153,186 {2006 - 251,171} Ordinary shares of 1p each 12 10
2,222,887 (2006 - 2,222,887} Convertble Preference shares of 1p each 22 22
34 32

The outstanding loan stock i1ssued 1n March 2004 and July 2005 are convertible info o maximum of 132,773
and 14,919 Converhble Praference shares respectively Far more details, plecss see Note 17

During the financial year to 2" December 2007, the Company granted nights to subscribe for up to 6,667
Ordtnary shares ot £180 per share which are exercisable ot any me until November 2011 or in the event of a
public lsting In previous years the Company hod granted nghts to subscribe for up to 49,445 Ordinary shares
at £180 per share on similar terms

The outsianding B and C loan stock also confers the nght to subscnbe for o maximum of 145,27 ond 91,143
Convertible Prefarence shares respectively {for further details, please see Note 17)

During the hinoncial yeor lo 2™ December 2007, 1,348 Ordinary shares were 1ssued as a result of employee
share options being exercised The nominal value of these shares was 1p and the consideration received was
£113,930 Dunng the hnanaial year, 200,667 Ordinary shares were 1ssued to new and existing sharehalders
raising £30m
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE 52 WEEKS ENDED 2"° DECEMBER 2007

OCADO LIMITED

19.

20.

21.

Reconciliation of movement in shareholders’ deficit

Retatned loss for the Financial year

Neat proceeds from 1ssue of ordinary shase capikal [note 18)
Net proceeds from 1ssue of preference share copital inote 18}
Adjustment in respect of employee share ophons {note 22)
Net additien to shareholders' funds

Opening shareholders’ deficit [previously reported;

Pnor year adjusiment - FRS25

Opening sharcholders' deficit [reskated ")

Closing shoreholders' deficit

Reserves

As at 3" December 2006 {previously reported]

Pnor year adjustment - FRS25

As at 3" December 2006 {restated*)

Premwm on shares issved

Retained loss for the fmancial yeor

Adjustment i respeci of employee share optons {Note 22|
As at 2" December 2007

Notes to cashflow statement

Returns on Investment and Servicing of Finance
Interest receved

interest paid

Interest element of inance lease rental payments

Capitad Expenditure
Payments to acquire tangible fixed assets
Receipis from sales of tangible fixed asses

Finamking

New equity

New loans

long term loans - epaid

Copital eement of kease rental poyments

* Praor yaor compuralives have been restowed for the adostion of FRS20 and FR525 refer ‘o Mot T
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2007 2006
Restated*
£000s £000s
{39,728 {44,224)
30,214 468
60,000
181 147
30,395 60,615
{33.1zy (54,164}
4,652
(33,121 (49,512}
{42,452) 133,121}
Share Profit ond
premivm loss Other
account account Reserve
£000s £000s £000s
210,897 (247,748) -
{3,184} 6,882
210,897 (250,932} 6,882
30,212
(39,726)
181
241,109 (290,477} 6,882
2007 2006
£000s £000s
B24 596
{5,698 {3,638
{2.260) {1,183}
{7,134 {4,225)
(20,631} {17,601}
10,140 -
(10,491} $17,601)
30,214 60,448
26,011 13,088
{10,555 {11,873
{7,236} {11,338)
38,434 50,345




NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE 52 WEEKS ENDED 2N° DECEMBER 2007

OCADO LIMITED

22,

Share options

Yeor of No.of Shares

Issuve 2006
Ocado Limited 2001 2001 15,666
Inland Revenue 2001 268
Approved 2002 4,545
Employee Share 2003 3,000
Ovmership Scheme 2004 4216
2005 8,691
2005 944
2006 3,273
2006 3,894
2007
QOcada Limited 2001 2001 1,201
Inlond Revenue 2001 872
Non-Approved 20072 1.380
Employee 2002 3,500
Share 2002 3,500
Ownership Scheme 2003 2,000
2005 20
2005 13,421
2007 .

Details of the share options outstanding during the financial year are as follows

No.of Shares Exercise

2007 Price |£)
14,920 80
268 20
4,154 20
2,704 20
3,717 90
7,150 100
Q44 s
2,396 140
2,265 150
8,667 150
1,188 80
872 20
1,243 90
3,500 100
3,500 150
2,000 90
20 100
12,492 115
508 150

2007

Number of
share options

Qutstanding at beginning of period 70,503
Granted during the pericd 9,873
Forfested during the period [6,520)
Exercised during the period (1,348)
Expired duning the perind .
Qutstanding at the end of the pencd 72,508
Exercisable at the end of the period 38,065

Weighted
average
exercise
price (E)

103
150
124

85
108

92

Exercise

Period

24/02/03-29/11/11
30/11/04-29/11 /)
31/05/05-29/11/12
31/05/06-29/11 /13
31/05/07 -29/11 /14
31/05/08-29/11/1S5
31/05/08-29/11/15
31/05/09-30/05/16
30/11/09-29/11 /16
31/05/10-29/11/17

01/08/03-29/11/11
30/11/04-29/11/11
31/05/05-29/11/12
07/02/05-06/02/12
07/02/05 - 06/02/12
31/05/06-29/11/13
31/05/08-29/11/15
16/05/08-29/11/15
31/05/10-30/05/17

2006

Number of \:i'g::;:

o s};:: exercise

pt price {£)
82,743 Q7
8,184 145
(13,458} 112
{6,966} &7
70,503 103
36,043 2

The Share Valuation Office of the Inland Revenue has confirmed in correspondence dated Nevember 2007 that
i respect of 2007 grants £150 per share was not less than the market value of the Company’s shores
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NOTES TO THE FINANCIAL STATEMENTS {CONTINUED) OCADO LIMITED
FOR THE 52 WEEKS ENDED 2"° DECEMBER 2007

23.

24,

25,

Share options {continued)

in determining the fair value of the shase ophions, the Black-Scholes Option Pricing Model was used with the
following inputs

2007 2006
Weighted averoge share price 150 145
Weighted avernge exercise price 2727 267 1
Expecied volahlty 050 0 50
Weighted Expected life 528 518
Risk-free interest rote 50% 50%
Expecied divdend yield 00% 00%

Expected volotlity was determined by comporing the Company 1o others of a similar size or which operate in
similar markets, and adjusied to reflect the private company status The expected [ife used in the model has been
adjusted, based on management's best estimate, for the effects of nonranslesahility, exercise resictions, and
behovioural considerations

Under UK GAAP, a charge 15 made to the profit and loss account based on the fair value of grants in
accordance with FRS 20 ‘Shore-based Payments' All share ewards are equity settled The charge to the profit
and loss account 1s detailed in Note 7

Subsidiary

Jolapeno Partners Lmited 15 o 100% owned subudiary of Ocado Limited 1415 incorporated in the UK with
registrahon no 4204963 It s o dormont company as defined by the Companies Act 1985 Sechon 250 The
only bolances in the accounts of Jolopeno Fartners are share capital of £) and an intercompany creditor of £1

Conselidated accounts have aol been produced duve Yo the immatenality of the dormant subsidicry

Capital commilments

2007 2006
£000s £000s

Contracts placed for Future copital expendiure
not provided in the hnancial skakements 7,270 6,510

Financial commitments

At 2* December 2007 the Company had cnnual commitments under non-cancellable operating leases as
follows

Plant & Plant & Land & Land &

Machinery Machinery Buildings Buildings

2007 2006 2007 2006

£000s £000s £000s £000s

Expiry date

Within one year 218 278 52 52
Between two and five years . . 641 641
Over five years . - 2,651 2,651
218 278 3,344 3,344
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) OCADO LIMITED
FOR THE 52 WEEKS ENDED 2"° DECEMBER 2007

26. Related party transactions
The following transactiens are disclosed under the terms of FRS8
John Lewss Ple 15 @ 24% shareholder in the Company The Company has acquired goods for resale and

professional services from affiliates of John Lewts Pic and charged affiliates in connection with other services The
net amounts payable to these affiliotes during the financial yeor were

2007 2006
£000s £000s
Protessional Services
- Waitrose 1,976 2,166
- lohn lews and cffiliates 241 270
Goods for Resale
- Waitrose 42,338 52,395
44,525 54,831
Amounts owed 1o affilliates of John Lew:s Pl at the year end 5318 5,414
Amounts owed by affliates of John Lew s Plc at the yeor end 432 1,983

John Lewss Ple has since 2002 acted as guaranior for the obligations of Ocedo Limited under a lease for the
Hatheld site The maximum lrability of John Lews Plc under the guarantee 15 £6 75m Ocado Limited poys John
Lewis P o fee of £150,000 per annum in consideration for the guarantee being provided in accordance with
the terms of an agreemeni enfered in to September 2005

Direclors and their fomilies are customers of the Company and have purchased goods ot normal market value
from the Company during the finoncial year Goods for resale with o valve of £33,000 {2006 - £87,000) were
purchased on an arms length basis from one close relative of an executive director Shortly before the year end
the Chairman exercised a right in his contract to purchase 667 Ordinary shares ot market velue of £100,000
The purchase price was outstanding at year end but was paid subsequent fo the yeor end There were no other
matenal transactions or amounts owed or owing wath any of the Company’s directors or members of their close
family

Paneltex Ltd was paid £298,000 {2006 - £585,000} in relotion to the purchase of plant and machinery during
the financial year Further details of the investment in Paneltex Lid are pravided in Note 12 of these finencial
statements in Oclober 2005 an interestree loan of £250,000 was made to Poneltax Limited in respect of work
that had been completed on the Company’s assets The loan was repaid :n May 2006

27. Post balance sheet events

in March 2008 the Company completed the purchase of a freehold property in Leeds

In July 2008 the Company agreed a new £5m loan faeility and morigages for two freshold developmen)
properhes
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