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Strategic Report

The Directors present their strategic report of: Ocado Solutions Limited (the “Company’) for the 52 week period 3 December
2018 to 1 December 2019.

Principal activities

The Companys uitimate parent company .is Ocado Group plc, which, together with the Company and the direct and indirect
subsidiaries of Qcado Group plc, form the “Ocado Group”.

The Company s principal actrvmes are offenng the world’s grocery reta:lers a unique, scalable, custom end-to-end e-commerce
and fulfilment solution. The -Company is building a platform that is expected to. bring market leading efficiency with the. best
possible operational economics, consumer experience and service. - The Company partners with grocery retailers that can
become market leaders online, allowing the Company to be with the largest player in any given market. The greater.the
potential of each retail partner, the higher the value generated in the medium to long term.

Fmancnal review

_For a typical Solutions arrangement, the recognition of revenue commences when a working solution is delivered to our
partners, being the ability to fulfil online grocery orders. This is the point at which the customer starts to benefit from the
services and is typically when a Customer Fulfiiment Centre (“*CFC”) or Store Pick solution goes live. Prior to this, no revenue
is recognised. The Company has contract liabilities of £146.9 million (2018: £66.5 million) at the balance sheet date in relation
to upfront payments received from partners to undertake work such as the design and build of the end to end solutions prior to
the recognition of revenue and planned outcomes being delivered. .

The adoption of IFRS 15 in 2018 means that for the current Solutions arrangements, the Company will recognise losses in the
early years due to the recognition of non-capitalised costs for these arrangements and no revenue recognised for the cash fees
received.

During the year the Group signed two new partnerships in Asia Pacific. The first agreement is with Coles Group Ltd (“Coles”) in
Australia to develop .initially two CFCs, expected to open by 2023, alongside the' transition of its existing store-pick based
operations to the Ocado Smart Platform. The second agreement, announced in November, is with Aeon in Japan to develop up
to three CFCs initially. In May Sobeys Inc. (“Sobeys”), an existing partner in Canada, agreed to build a second CFC in Point-
Claire, Montreal. These additional agreements contributed to the increase in administrative costs-but there was no associated’
revenue recorded in 2019, in accordance with IFRS 15. In the period to 1 December 2019 the Company made a loss before
taxation of £21.3 million (2018: £4.4 million). Administrative expenses of £21.8 million (2018: £4.4 million) comprised mainly of
net cost recharges £20.4 million (2018: £2.4 million) from other Ocado Group entities. The company has net liabilities of £23.7
million (2018: £4.5 million).

CoVvID-19

At the beginning of the COVID-19 outbreak in March 2020 retail demand increased significantly. The Group has adapted its
platform rapidly in order to meet unprecedented demand, and is now delivering significantly more groceries to households than
ever before. The Company has ramped up capacity significantly to support the unprecedented level of business Retail is doing.
‘CFCs are running at their peaks and at their best ever efficiencies. Overall, the Group is delivering over 40% more grocerles in
the United Kingdom than before the effects of COVID-19 occurred. .

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

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

Post year-end, the Group delivered the first international CFCs to our international partners Groupe Casino and Sobeys.
Groupe Casino announced the go-live of its facility in March and Sobeys undertook a test launch of its facility in April with a
roll-out planned once testing is complete. The fact that these facilities have been delivered on time during COVID-19
demonstrates the ability of the business to execute well even under the most challenging circumstances. Notwithstanding

- current restrictions on social distancing in the various markets where we operate, the Group are currently experiencing no
material delays in the delivery of future CFCs for Ocado Solutions customers.

Future developments
As the shift of shopping channel continues to accelerate around the world, we remain well positioned to act as a market leader

within online grocery. The deals signed in 2019 provide continued validation of our business model. We expect to do more
deals in the medium term, in a number of regions. Climate change is not considered to be a principal risk.

. Annual Report and Financial Statements 2019 Ocado Solutions Limited . 2



~Strategic Report (continued)

Key performance indicators
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The following table sets out a summary of selected unaudited operating information for 2018 and 2019.

Period ended
2 December 2018

Period ended

1 December 2019 Variance %

40.0

Number of Ocado Solutions international partnerships signed to date . 7 ‘ ) 5

Principal risks and uncertainties

The Company has identified the following principal risks and uncertainties facing it, which the Board considers to be material to

the development, performance, position or future prospects of the Company. These, together with the associated mitigations,

where applicable, are summarised in the table below. However, these risks and uncertainties do not comprise all of the risks -
associated with the Company and are not set out in any order of priority. Additional risks and uncertainties currently not known

to the Directors and/or which the Directors believe to be less material may also have a material adverse effect on the

Company's business, fi nancual condition or future prospects.

Risks

itigation Action/Control

Risk of the transformation programme
failing to deliver a sustainable operational
unfrastmcture able to execute effectively.
he requirements for multiple Ocado
Solutions contracts, simultaneously in
imany international locations, while
providing for sufficient management,
technology and engineering capabilities

Creation of a Group Transformation team who are supporlmg the business in the design and implementation of
the new operating model which includes people, process and systems.

Increased hiring of key 'skills both in UK and internationally, including greater emphasis on graduate recruitment
and training programmes.

Standardisation of platform delivery to improve repeatablllty ;

Risk that Solutions pricing levels may not
provide both acceptable returns for our
hareholders and attractive long-term cost
f ownership for our clients, while

elivering a viable fully operational end-to-
nd customer experience

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

Periodic review of delivery costs and close relationship with our partners provides oversight of project costs.
Regular review of IT pnontlsatlon process and rate of software development and regular platform steering
meetings.

- Resources and capabilities will be scaled and reallocated to help meet Ocado Solutions project deadlines

There is an on-going programme of design improvements for the platform.
The amount of capital invested in our platform is carefully controlled and we have the ability to reduce costs by
scaling back the speed of development.

Technological innovation supersedes our
lown and offers improved methods of food
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. .

Risk of changes in regulations impacting
our business models or the viability of
iOcado Solutions’ deals.

Regular monitoring of regulatory developments to ensure that changes are identified.
Some due diligence carried out at appropriate stages in the Ocado Solutions process.

. [Risk of negative implications due to
changes in the global economic and
geopolitical environment, including Brexit
land the associated tariffs or difficulty in

- thiring employees, that may impact our
business model

Engagement with regulators and monitoring by management and specialist teams of the global and economic
environment and regulatory changes to assess the potential impacts on hlnng employees, trading, operations or
the business model.

Failure to prevent or respond to a major

" fcyber attack or data breach that could
result in business disruption, reputational
damage, significant fines or the loss of
icustomer, employee or confidential
business information

IT systems are structured to operate reliably and securely The secunty of our IT systems is'regularly tested by
third parties.

An information security and PCI security governance programme overseen by the Infonnatlon Secunty Committee
is helping increase security and privacy intemal controls.

A dedicated information.Security-team to monitor for secunty issues and respond to secunty incidents.

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

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

" [Business interruption.

IT systems are structured to operate reliably and securely.

Dedicated engineering teams on sne with daily maintenance programmes to supporl the continued operation of
equipment.

Ongoing testing and research and development to make equipment more rellable and robust.

Disaster -recovery testing and business continuity plans continue to be progressed and updated.

High level of protection for CFCs and equipment, combmed with business |ntermpt|on insurance to transfer
residual risks.

Approved by the Board and signed on its behalf by:

DocuSigned by:

Dusncann Tafhwfbroww

FE7B4EQB83ACA42F
Duncan Tatton-Brown

Director
29 May 2020
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‘Directors’ Report

The Directors present their report and the audited financial statements of Ocado Solutions Limited (the “Company?) for the 52
week penod ended 1 December 2019.

Board of Directors .
The Directors of the Company who were in office during the period and up to the date of signing the financial statements were:

Neill Abrams

Luke Jensen

Mark Richardson

Tim Steiner

Duncan Tatton-Brown

Political contributions _
The Company has not made any political donations during the period (2018: £nil).

Employee information
. Other than its Directors, who are officers of the Company, the Company does not have any employees and accordingly does :
not have any disclosures required to be made concerning employees.

Directors’ interests

The Directors’ did not have beneficial interests in the shares of the Company at the end of the period. The Directors’ beneficial
interests in the shares of the ultimate parent company, Ocado Group plc, are disclosed in full in the annual report and fihancial
statements of that company. Copies of those financial statements can be obtained from its registered office, which is Buildings
One & Two, Trident Place, Mosquito Way, Hatfield, Heértfordshire, AL10 9UL, United Kingdom, or .altematively from its
corporate website www.ocadogroup.com. . .

Directors’ insurance and indemnities

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

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

The Company’s likely future developments including its strategy are described in the Strategio Reporton pages 2 to 3.

Risk management ‘

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

Report.

Results and dividends
The Company's results for the period are set out in the Statement of Comprehenswe Income on page 8. The Directors do not
propose to pay a d|V|dend for the period (2018: £nil). .

Post balance sheet events
Any events occurnng after the balance sheet date that affect the Company are dlsclosed in note 5.5 to the financial statements.

Annual Report and Financial Statements 2019 Ocado Solutions Limited : . 4
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Directors’ report (continued)

Statement of Directors’ responsubllltles
The directors are responsible for preparing the Annual Report and the fi nancual statements in accordance with applicable law
and regulations.

.Company law requires the Directors to prepare financial statements for each financial period. Under that law the Directors have
elected to prepare the financial statements in accordance with United Kingdom Generally Accepted Accounting Practice

~(United Kingdom Accounting Standards and applicable law), and in accordance with Financial Reporting Standard 101
‘Reduced Disclosure Framework’ (“FRS 101”). Under company law the Directors must not approve the financial statements
unless they are satisfied that they give a true and fair view of the state of affairs of the Company and of the profit or loss of the
Company for that period. '

In preparing these financial statements, the Directors are required to:
) + select suitable accounting policies and then apply them consistently;
+  make judgements and accounting estimates that are reasonable and prudent;
+ state whether applicable UK accounting standards have been followed,. subject to any material departures dlsclosed
and explained in the financial statements; and
e prepare the financial statements on the going concern basis unless it is inappropriate to presume that the Company
will continue in business. See note 1.4 for more details.

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the Company'’s
transactions ‘and disclose with reasonable accuracy at any time the financial position of the Company and to enable them to
ensure that the financial statements comply with the Companies Act 2006. They are also responsible for safeguarding the
assets of the Company and hence for taking reasonable steps for the prevention and detection of fraud and other irregularities.

Disclosure of information to the auditor
Each of the persons who is a director at the date of approval of this annual report confirms that: ‘
+ so far as the director is aware, there is no relevant audit information of which the Company’s auditor is unaware; and
o the director has taken all the steps that he/she ought to have taken as a director in order to make himself/herself
aware of any relevant 'audit information and to establish that the Company’s auditor is aware of that information.

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

Deloitte LLP have expressed their willingness to continue in office as auditor and. appropriate érrangements ‘have been put in
place for them to be deemed reappointed as auditor in the absence of an Annual General Meeting.

Approved by the Board of Directors and signed on its behalf by:

DocuSigned by:

Duntan. Taﬂ’ou,'broww

FE7B4EQBSIACA2F ...
Duncan Tatton-Brown
Director
29 May 2020
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Independent Auditor’s Report to the Member of Ocado Solutions Limited .

Report on the audit of the financial statements

Opinion
In our opinion the financial statements of Ocado Solutions Limited (the ‘company’):

» give a true and fair view of the state of the company’s affairs as at 1 December 2019 and of its loss for the 52 week
period from 3 December 2018 to 1 December 2019;

e have been properly prepared in accordance with United Klngdom Generally Accepted Accounting Practice. mcludmg
Financial Reporting Standard 101 “Reduced Disclosure Framework; and

o have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements which compriée:

the statement of comprehensive income;

‘the balance sheet;

the statement of changes in equity;

the related notes to the financial statements 1 to 5.6:

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

‘Basis for opinion : ) .
We conducted our audit in accordance with Intemational Standards on Auditing (UK) (ISAs(UK)) and applicable law. Our
-responsibilities under those standards are further described i in the aud:tors responsibilities for the audit of the financial statements
section of our report.

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

Conclusions relatmg to going concern
We are required by ISAs (UK) to report in respect of the following matters where

 the directors’ use of the going concern basis of accounting in preparation of the financial statements is not appropriate;
or ’

+ the directors have not disclosed in the financial statements any identified material uncertainties that may cast significant
doubt about the company's ability to continue to adopt the going concem basis of accounting for a period of at least
twelve months from the date when the fi nancnal statements are authorised for issue.

s

We have nothing to report in respect of these matters.

Other information :

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

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

We have nothing to report in respect of these matters.

Responsibilities of directors

" As explained more fully in the directors’ responsibilities statement, the dlrectors are responsnble for the preparation of the financial
statements and for being satisfied that they give a true and fair view, and for such internal control as the directors determine is
necessary to enable the preparation of financial statements that are free from material misstatement, whether due to fraud or
error.. :

In _preparing the financial statements, the directors are responsible for assessing the company's ability to continue as a going

concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless the
directors either intend to liquidate the company or to cease operations, or have no realistic alternative but to do so.

.Annual Report and Financial Stateme'nts 2019 Ocado Solutions Limited ‘ 6



Independent Auditor’s Report to the Member of Ocado Solutions Limited (continued)

Auditor’s responsibilities for the audit of the financial statements

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

A further descnptlon of our responsibilities for the audit of the financial statements is located on the Financial Reporting Council's
website at: www.frc.org. uk/audltor sresponsibilities. This description forms part of our auditor's report.

Report on othér legal and regulatory requirements

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

¢ the information given in the strategic report and the directors’ report for the financial period for which the financial
. statements are prepared is consistent with the financial statements; and
o the strategic report and the directors’ report have been prepared in accordance with applicable legal requirements.

In the light of the knowledge and understanding of the company and its environment obtained in the course of the audit, we have
not identified any material misstatements in the strategic report or the directors’ report.

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

s adequate accountlng records have not been kept or retums adequate for our audlt have not been received from A :

branches not visited by us; or

the financial statements are not in agreement W|th the accounting records and returns; or
certain disclosures of directors’ remuneration specified by law are not made; or

we have not received all the information and explanations we require for.our audit.

We have nothing to report in respect of these matters.

Use of our report : i
This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the Companies Act
2006. Our audit work has been undertaken so that we might state to the company’s members those matters we are required to
state to them in an auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume
responsibility to anyone other than the company and the company’s members as a body, for our audit work, for this report or for
the oplmons we have formed. .

(] @ 0 QAALLLS
Mark Lee-Amies FCA (Senior statutory auditor)
For and on behalf of Deloitte LLP
Statutory Auditor

London, UK , : .
29 May 2020 ' i . . . \
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Statement of Comprehensive Income.
for the 52 week period ended 1 December 2019

52weeks ended 52 weeks ended

1 December 2 December

2019 2018

Notes £m £m

Revenue 22 0.5 0.1

Cost of sales - . (0.1)

Gross profit ‘0.5 -

Administrative expenses 21 .8) (4.4)

Operating loss 23 (21.3) (4.4)

Loss before taxation 21 - (21.3) 4.4)

Taxation . 25 1.8 =

Loss for the period and total comprehensive expense * S (19.5) (4.4)

~All amounts are derived from continuing operations.

Annual Report and Financial Statements 2019 Ocado Solutions Limited 8
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Balance Sheet
as at 1 December 2019

1 December 2019 2 becember 2018
Note . © £m ) £m
Non-current assets '
Deferred tax assets - ’ : 25 18 -
Current assets '
Tréde and other receivables ) . 31 . 127.7 ’ 615
Cash and cash equivaients 3.2 . 23 4.7
_ ‘ 1300 66.2
Total assets 131.8 66.2
Current liabilities
Trade and other payables . 33 A (8.6) 4.2)
Contract llabrlmes . . ’ 34 . 2.1) - (0.3)
(10.7) (4.5)
Net current assets ' 119.3 : 61.7
Non-current liabilities ' .
Contract liabilitieé B 34 . (144.8) ‘ (66.2)
Net liabilities : » @7 (4.5)
Equny
Share capital . 4.1 - -
Retained losses . (23.7)‘ {4.5)
Total deficit . * ’ ' (23.7) . (4.5)

The financial statements on pages 8 to 19 were authorised for issue by the Board and_s_igned on its behalf by:

DocuS[uned by'

Duwsitan Ta&oufbmww

FETBAEOBSIACAZF..
Duncan Tatton-Brown’

Director

Ocado Solutions Limited

Company Registration Number 04204963 (England and Wales)
29 May 2020
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Statement of Chariges in Equity
for the 52 weeks ended 1 December 2019 -

N

Share

capital Retained eamings Total 9qu§ty

£m £m -Em

" Balance at 3 December 2017 ] - (0.1) (0.1)

Loss for the period and total comprehensive expense - 4.4) 4.4)

Balance at 2 December 2018 - (4.5) ‘(4.5)

Loss for the period and total comprehensive expense - (19.5) (19.5)
Adjustments arising from Group restructuring' - 0.4 04.

- (23.6) (23.6)

Balance at 1 December 2019

' In August 2019, the Company sold 50.0% of its' inferest ih Ocado Retail Limited to Marks and Spencer Group plc. As part of
this transaction, a number of intra-Group balances were waived. These were treated as capital contributions between the
relevant companies, and any gains or losses were recognised directly in retained earnings.

Annual Report and Financial Statements 2019 Ocado Solutions Limited
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Notes to the Financial Statements_
. Section 1 — Basis of preparation

1.1 General information . .
Ocado Solutions Limited (hereafter “the Company”) is a private company limited by shares, and incorporated and domiciled in
England and Wales. The address of its registered office is Buildings One & Two, Trident Place, Mosquito Way, Hatfield,
Hertfordshire, AL10 SUL, United Kingdom. The financial period represents the 52 weeks ended 1 December 2019. The prior
-financial period represents the 52 weeks ended 2 December 2018.

1.2 Basis of preparation ' o

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

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

The Company has taken advantage of the exemption under s400 of the Companies Act 2006 not to prepare consolidated
financial statements, because it is included in the group accounts of Ocado Group plc. The group accounts of Ocado Group plc
are available to the public and can be obtained as'set out in note 5.6. .

Exemptions

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

Where relevant, equivalent disclosures have been given in the consolidated fi nanmal statements of Ocado Group plc that can
.be obtained from its reglstered offi ice as detailed in note 5.6.

New standards, amendments and interpretations issued that are not yet effective but have been adopted and are not
material to the company:

In the current period, the Company has adopted IFRS 9 “Financial Instruments” for the first t|me The new requirements for the
classification and measurement of financial instruments, and for the impairment of financial assets have had an immaterial
effect on the Company'’s financial statements.

In the current period, the Company has early adopted IFRS 16 “Leases” for the first time. Since the Company is not party to
any.lease arrangements, this standard has had no effect on the Company's financial statements.

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

The Company has also considered the following new standards, interpretations and amendments to published standards that

are effective for the Company for the financial period beginning 3 December 2018 and concluded that they are either not
. relevant to the Company or that they would not have a significant impact on the Company'’s financial statements:

) ' ) Effective date
IFRS 2 Share-based Payment (amendments) 1 January 2018.
IFRS 4 - Insurance Contracts (amendments) 1 January 2018
IAS 40 - | Investment Property (amendments) - o 1 January 2018
IFRIC 22 ' Foreign Currency Transactions and Advance Consideration | 1 January 2018
Annual Improvements to , _
IFRSs 2014-2016 Cycie | Amendments to IFRS 1, IFRS 12 and IAS 28 1 January 2018

Accounting policies ' .

The principal accounting policies adopted in the preparation of these financial statements are set out in the relevant notes to
these financial statements. Accounting policies not specifically attributable to a note are set out below. These policies have
been con5|stently applied to all the periods presented, unless othenmse stated.

Annual Report and Financial Statements 2019 Ocado Solutions Limited 11
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Notes to the Financial Statements (contlnued)

A

Section 1 — Basis of preparation (contlnued)
1.2 Basis of preparation (continued)

Foreign currency translation

Functional and presentation currency

ltems included in the financial statements of the Company are measured usmg the currency of the primary economic
environment in which the Company operates ("the functional currency"). Sterling is the Company's functional and presentation
currency. . o

Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at-the dates of the
. transactions or valuation where items are remeasured. Foreign exchange gains or losses resulting from the settlement of such

transactions and from the transiation at period-end exchange rates of monetary assets and liabilities dehominated in foreign-

currencies are recognised in the income statement, except when deferred in equity as qualifying cash-flow hedges.

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

13 Critical estimates, judgements and assumptlons
The preparation of the Company financial statements requires the use- of certain judgements estimates and assumptions that
affect the reported amounts of assets, liabilities, income and expenses. Estimates and judgements are continually evaluated
and are based on historical experience and other factors, |nclud|ng expectatlons of future events that-are believed to be
reasonable under the cwcumstances

Significant judgements

Revenue from contracts with customers '

Due to the size and complexity of Ocado Solutions’ contracts, there are significant judgements to be applied. The |dent|ﬂcat|on

. of performance obligations in the contract is a critical judgement as this is a key driver of the profile over which revenue is

recognised- under the contract. Under our current judgement, we believe that there is one underlying performance obligation in

a Solutions contract and that revenue begins to be recognised when a working solution is in operation for a partner. A further

key judgement is the consideration and identification of material rights under the contract as this impacts the time period over
- which upfront fees are recognised as revenue. Alternative judgements could have resulted in the business recognising revenue

from these contracts in an alternative profile over time. The amount of revenue recognised from our Solutions agreements is

expected to contlnue to increase in the future as these agreements go live.

Provisions, contingent liabilities and contingent assets

A typical Ocado Solutions’ contract includes numerous key milestones and failure to reach these can be subject to contractual
financial penalties. Management judgement is required to review the progress of these ongoing projects, and assess whether a
provision should be made for these potential penalties. Management have determined that no ||ab|I|ty is reqwred in the current
year from discussions with senior management and key business streams.

Recognition of deferred tax assets’

In determining the recognition of a deferred tax asset, manhagement judgement is applied in considering the level of taxable
profits expected to be received by the business over a 4 year period and whether this is sufficient to support the recognition of
an asset. This judgement on profitability considers future business risks and the. prudent forecasting of future taxable profits,
underpinned by the businesses going concern and viability view.

1.4 Going concern basis

Accounting standards require that directors sat|sfy themselves that it is reasonable for them to conclude whether it is
appropriate to prepare financial statements on the going concern basis. There has been no material uncertainty identified
which would cast significant doubt upon the Company’s ability to continue using the gomg concern baS|s of accounting for the
12 months following the approval of these financial statements.

After making appropriate enquiries and having considered the business activities as set out in the Strategic Report on page 2,
the facts described above, the COVID-19 pandemic and the Company's principal risks and uncertainties, the Directors are
satisfied that the Company and the Ocado-Group as a whole have adequate resources to continue in operational existence for
the foreseeable future. The Directors have received confirmation that Ocado Group plc will continue to support the company for
a period of not less than 12 months form the date of approval of these financial statements. Accordingly, the financial
-statements have been prepared on the going concern basis.
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Notes to the Financial Stafemerjts (continued)

Section 2 — Results for the period
2.1 Loss before taxation
Accounting policies

Revenue
The Company follows the principles of IFRS 15 “Revenue from Contracts with Customers”, in determining appropriate revenue
recognition policies.

Revenue represents the transaction price that Ocado expects to be entitled to in return for delivering the goods or services to
its customers. The value recognised in any period is based on judgement of when the customer is able to benefit from the
goods or services and an assessment of the progress made towards completely _satisfying each obligation. ’

Identification of the Performance Obligations

Each Solutions contract is considered on a case-by-case ba5|s A typical Solutions contract has a single performance
obligation — “to enable the client to access the Ocado Smart Platform (“OSP”) end-to-end online grocery platform from the go-
live date, with an agreed physical capacity, from a CFC for example, for the use of its retail brands": The ability to derive
independent benefit is a key determinant. For example, there are several critical contractual milestones, which occur before the
service is operational such as the design of the CFC for the client or preparation of the OSP. However, management has
concluded that the customer is not able to derive any benefit from these individual elements until the service is operational and
they are able to fulfil an order. Consequently, designing the CFC or building the customer OSP is not a performance obligation
and no revenue can be assigned to satisfying these aspects of the contract. Some contracts however will have multiple
components for example, the addition of Store Pick services or additional CFCs, which could lead to additional distinct
performance obligations. In these situations, management will use their judgement-to determine whether there are separable
performance obligations that the customer is able to benefit from independently. ’

Determining the Transaction Price

At contract inception, the total transaction price is estimated, being the amount to which the' Company expects to be entitled
over the expected duration of the contract, based on the rights it has under the present contract. Such expected amounts are
only included to the extent that it is highly probable that no revenue reversal will occur.

Typically, Solutions contracts include both upfront fees, paid by the customer in the period prior to the solution going live, and
subsequent annual amounts that are either recurring or variable. The upfront fees are one-off payments and are included in the
transaction price and recognised over the expected customer life. The judgements made for contract duration may be different
than those judgements for expected customer life.

A Solutions contract often includes recurring fees, which are repeated on an annual basis throughout the contract, which are
recognised over the contract duration and are included in the estimaté of total transaction price.

Variable amounts are annual fees whereby typically the variability relates to the volume of sales transactions processed or
variable costs associated with providing the service to the customer. The company determines that these variable amounts
should be recognlsed in the period in which they arise, because they relate to the services provided in that period.

For each Solutions contract an assessment has been made by the Company as to whether theré is a significant finance benefit
arising from the timing of payments required from the customer. Judgement is required to choose an appropriate interest rate
used in the assessment and to set a reasonable threshold for determining that any finance benefit is significant.

Allocation of Transaction Price to the Performance Obligations

Single component contracts have a single performance obligation and all the transaction price is assigned to that single
deliverable. Multiple component contracts will have more than one obligation, each with its own contract duration as judged by
management. Each contract clearly states the fees relating to each component. This provides management with a basis for
allocation of the calculated transaction price to the performance obligations as required by the standard in proportion to their
relative revenue value in the contract.

" Revenue recognition :

For each performance obligation and its allocated transaction pnce recognition of the revenue is made from the point at which
the customer starts to benefit from the services and over the period the services are provided. The nature of the services
provided, that is the ability to fulfil online grocery orders, represents equal value to the customer every day that the service is
provided. This uniformity of value to the customer over time has led the Company to the decision that the most appropriate
method of measuring the satisfaction of obligations should be on a straight-line time-elapsed basis.

Judgement is applied in relation to contract and customer lives as typically, contracts have no end date. Depending on the
expected contract life, the amount and timing of revenue recognised may be different in the relevant accounting periods. As the
Company has not yet launched a CFC internationally, the Directors have limited relevant historical information on which to
base their assumptions. Therefore, in making their judgements, the Directors have' considered qualitative and quantitative
reasonable and supportable information.such as market evidence and certain clauses contained within Solutions contracts.
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Notes to the Financial Statements (continued)
- Section 2 — Results for the period (continued)

2.1 Loss before taxation (continued) |

Accounting policies (continued)

Contract modifications _ s
The Company's contracts may be amended for changes in contract specifications and requirements. Contract modifications
exist when the amendment either creates new or changes the existing enforceable rights and obligations. The effect of a
contract modification on the transaction price and the Company's measure of progress for the performance obligation to which
" it relates, is recognised asan adjustment to revenue in one of the foIIowmg ways

- -a. prospectively as an additional separate contract;
b. prospectively as a termination of the existing contract and creation of a new contract;
c. " aspart of the original contract using a cumulative catch up; or '
d. asa combination of b) and c).

For contracts for which the Comparly has decided there is a series of distinct goods and services that are substantially the
same and have the same pattern of transfer where revenue is recognised over time, the modification will always be treated
under a) or b). .

The facts and circumstances of any contract modification are considered |nd|vrdually as the types of modlf cations will vary
contract by contract and may resuilt in different accounting outcomes.

Judgement is applied i in relation to the accounting for such modifications where the final terms or legal contracts have not been
agreed prior to the period end as management need to determine if a modification has been approved and if it either creates
new or changes existing enforceable rights and obligations of the parties. Depending upon the outcome of such negotiations,
the timing and amount of revenue recognised may be different in the relevant accounting periods. Meodification and
amendments to contracts are undertaken via an agreed formal process. For example, if a change in scope has been approved
but the corresponding change in price is still being negotiated, management use their judgement to estimate the change to the
total transaction price. Importantly any variable consideration is only recognised to the extent that it is highly probable that no .
revenue reversal will occur.

" Contract liabilities

The Company's customer contracts include a diverse range of payment schedules dependent upon the nature and type of
goods and services being provided. The Company often agrees payment schedules at the inception of long-term contracts
" under which it receives payments throughout the term of the contracts. These payment schedules may include performance-
. based payments or progress payments as well as regular monthly or quarterly payments for ongoing service delivery.
Payments for transactional goods and services may be at delivery date, in arrears or part payment in advance. Where
payments made, or when the Company has an unconditional right to payment, are greater than the revenue recognised at the
period-end date, the Company recognises a contract liability. Where payments made are less than the revenue recognised at
the period-end date, and the Company have an unconditional right to payment, the Company recognises accrued mcome for
this difference. '

Cost of sales ‘
Cost of sales represents any associated licence fees, whrch are dnven by the volume of sales of specrf ¢ products or product
groups, with adjustments to inventory and charges for transportation of goods from a supplier to a CFC. -

2.2 Revenue
Revenue .is generated wholly outside of the Unlted Kingdom and from a srngle class of business, being the Company's
principal activity as described in the Strategic Report on page 2. .

2.3 Operating loss ‘
Administrative expenses comprised mainly of net cost recharges from other Ocado Group entltles Durlng the period, the
Company obtained audit services from its auditor, Deloitte LLP, to the amount of £37,500 (2018: £17,700), relating to the audit:
" of the Company's financial statements. The Companys auditor has not provided any non-audit services in the current or prior
penod . ,

2.4 Employee information )
Except for its Directors, the Company does not have any employees. The Directors do not receive any remuneration for their
services to the Company.

2.5 Taxation
Accountmg policies
The tax charge for the period comprises current and deferred tax. Tax is recognised in the Income Statement, except to the

extent that it relates to items recognised in other comprehensive income or dlrectly in equrty in which case the tax is also
recognised in other comprehensive income or directly in equity respectlvely .
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Notes to the Financial Statements (continued)
Section 2 — Resulits for the period (contin’ued)
2.5 Taxation (continued) , ,

Current taxation : . . .
Current tax is the expected tax payable on the taxable income for the period, using tax rates enacted or substantively enacted
by the Balance Sheet date. Management periodically evaluates positions taken in tax returns with respect to situations in
which applicable tax regulation is subject to interpretation. It establishes provisions where appropriate on the basis of amounts
expected to be paid to the tax authorities. .

Deferred taxation . 4 : .
Deferred tax is recognised using the balance sheet liability method on temporary differences arising between the tax base of
assets and liabilities and their carrying amount in the financial statements. No deferred tax is recognised if the temporary
‘difference arises from the initial recognition of goodwill, or from the initial recognition (other than.in a business combination) of
other assets and liabilities in a transaction that affects neither the taxable profit nor the accounting profit. Deferred tax is
calculated at the tax rates that have been enacted or substantively enacted by the Balance Sheet date and are expected to
apply when the related deferred tax asset is realised or the deferred tax liability is settled. '

Deferred tax assets are recognised only to the extent that it is probable that future taxable profits will be available against
which the temporary differences can be utilised. Recognition, therefore, -involves judgement regarding the prudent forecasting
of future taxable profits of the business and in applying an appropriate risk adjustment factor. The carrying value of deferred tax
assets is reviewed at the each balance sheet date and reduced to the extent that it is no longer probable that sufficient taxable
profits will be available to allow all or part of the asset to be recovered. At the Balance Sheet date management has forecast -
that the Company would generate future taxable profits against which existing tax losses could be relieved. Deferred tax assets
and liabilities are offset against each other when there is a legally enforceable right to offset current taxation assets against
. current taxation liabilities and it is the intention to settle these on a net basis.

Taxation — Income statement

52 weeks ended 52 weeks ended

1 December 2 December
2019 A 2018
£m ~_fm
Current tax: .

UK Corporation Tax on loss for the period ‘ : . - ' - -
Total current tax ’ L. -
Deferred tax:

Changes in recoverable amounts of deferred tax assets ) (1.8) : -
Total deferred tax o (1.8) : -
Income tax credit ’ . . ) {1.8) : -

The tax on the Company’s profit before tax differs from the theoretical amount that wduld arise using the weighted average tax
rate applicable to profits of the Company as follows:

52 weeks ended 52 weeks ended

1 December 2 December

2019 2018

£m - £m

Loss before taxation . ’ ’ . ’ (21.3) 4 (4.4)

Effective tax charge at the UK tax rate of 19% (2018: 19%) (4.0} (0.8)
Effect of: 4 '

Non-deductible items ‘ ) ' ' 0.2
Group relief surrendered . c 20 : 08
- Income tax credit (1.8) . _

Annual Report and Financial Statements 2019 Ocado Solutions Limited ’ 15



uocusign Envelope 1L: YUB11518-107/2-4FY1-A2D4-FB3FCATCLZ1B

Notes to the Financial Statements (contir'nued) '
Section 2'— Results for the period (continued) |

2.5 Taxation (continued)

Taxation — Balance sheet

Movement in the deferred tax asset is as follows:

- Tax losses Total
£m £m
Balance at 3 December 2017 ‘ - ' -
Recognised through Income Statement .
Balance at 2 December 2018 o - -
Effect of change in UK Corporation Tax rate
Recognised through Income Statement 1.8 1.8

Balance at 1 December 2019 ' . . : 1.8 1.8

On 26 October 2015, the Finance (No.2) Act 2015 was substantively enacted and provided for a reduction in the main rate of
corporation tax from 20% to 19% effective from 1 April 2017. On 6 September 2016, the Finance Act 2016 was substantively- -
enacted and provided for a reduction in the main rate of UK corporation tax to 17% from 1 April 2020. In the March 2020
Budget the reduction in the corporation tax rate was withdrawn and it will now stay at 19%; the impact will'be accounted for in
the accounts for the 52 weeks ended 29 November 2020. .

As at 1 December 2019 the Company had approximately £10.8 million of unutilised tax losses (2018: approximately £nil)
available to offset against future profits. A deferred tax asset of £1.8 million (2018: £nil) has been recognised in respect of
£10.8 million (2018: £nil) of such losses, the recovery of which is supported by the expected level of future profits of the
- Company as it is expected to be profit making in 2022 All tax losses, both recognised and unrecognised, can be carried
forward indefinitely.

Section 3 — Operating assets and liabilities -
3.1 Trade and other receivablee

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

Other receivables are non-interest bearing and are recognised initially at fair value, and subsequently at amortised cost,
reduced by appropriate allowances for estimated irrecoverable amounts.

Provision for impairment of trade receivables

The Company elected to apply the IFRS 9 simplified approach to measuring expected credit losses using a lifetime exbected
credit loss provision for trade receivables. To measure expected credit losses on a collective basis, trade receivables are
grouped based on similar credit risk and ageing. .

The expected loss rates are based on the Company’s historical credit losses, adjusted for ‘reasonable and supportable
information that is available at the reporting date about past events, current condrtlons and forecasts of future economic
conditions.

The Company also calculated the provision that would be required under the incurred loss model of the old standard (IAS 39)
and found there to be an immaterial difference between it and that required under IFRS 9. It was decided to continue applying
the incurred loss model since this gives a higher provision, and management believes it to be more prudent The prior period
comparative is also reported under IAS 39.

,

1 December 2019 2 December 2018

£m £m

Trade receivables ) . ' 7.9 0.3
Amounts due from group subsidiaries ’ ' 119.8 60.5
Accrued income - . _ ’ - . R 07
1217 815

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

Annual Report and Financial Statements 2019 Ocado Solutions Limited : ' ' 16



DocuSign Envelope 1D: 9CB11518-1072-4F31-A2D4-F83FCA7CD218
Notes to the Financial Statements (continued)
Section 3 — Operating assets and liabilities (continued) - -

3.2 Cash and cash equivalents

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

maturity of three months or less at the Balance Sheet date.

1 December 2019 2 December 2018
£m £m
Cash at bank and in hand 23 47

3.3 Trade and other payables

Trade and other payables are |n|t|ally recognised at fair value and subsequently at amortised cost, using the effective interest .-

rate method.

1 December 2019 2 December 2018
£m £m
Amounts due to group subsidiaries 8.6 36
Accruals - 0.6
8.6 42
Amounts due to group undertakings are unsecured and are repayable on demand.
3.4 Contract liabilities
1 December 2019 2 December 2018
£m ‘ " fm
Contract liabilities 146.9 66.5
Analysis of total contract liabilities:
1 December 2019 " 2 December 2018 ‘
£m £m
Current . 24 0.3
Non-current 1448 66.2
146.9 66.5

The contract liabilities primarily relate to the advance consideration received from customers for Solutions contracts, for which -
revenue is recognised from the point at which the customer starts to benefit from the services and over the period the services

are provided.

Significant chéhges in the contract liabilities balance during the period:

1 December 2019 " 2 December 2018

. . £m £m

At the beginning of the period 66.5 7.0

Increase due to cash recelved . 809 59.6

Recognlsed as revenue (0.5) 0.1)

. ‘At the end of the period 146.9 . 66.5
17
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Notes to the Financial Statements (continued)

Sectien 4 — Capital structure and financing costs

4.1 Share capital and reserves o

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

The movements in the number of allotted, called up and fully paid ordinary shares and called up share capital are set out
below: .

Ordinary ] Share capital

shares . .
number £m
At 3 December 2017, 2 December 2018 and 1 December 2019 4 o 1 . -
The share is fully paid and carries no right to fixed income. It has a nominal value of £1.
Section 5 — Other notes
5.1 Subsidiaries . ' '
The Company has investments in the following subsidiary undertakings:
L ) : Proportion
Name ' Principal activity of share Country of incorporation
. ! capital held :
The following company is registered at Level 9, 63 Exhibition Street, Melbourne, VIC 3000: ) )
Ocado Solutions Australia Pty Limited . Business services 100% Australia
The following company is registered at PO Box 997 Hallfax NS Canada, B3J 2X2:
" Ocado Solutions Canada Inc. ' . : Business services 100% . ' Canada
The followmg company is registered at TMF P6le, 3-5 rue Sa/nt-Georges 75009 Paris: ]
'Ocado Solutions France SAS ‘ : Business services ©100% France
" The following company is registered at TMF Sweden, Sergels Torg 12, Stockholm: ’
Ocado Solutions Sweden AB ' Business services 100% Sweden
The followmg company is registered at 12 Timber Croek Lane Newark, Delaware 19711: )
Ocado Solutions USA Inc. ' Business services. 100%  United States of America

All subsidiaries are held directly by Ocado Solutions Limited and the class of shares being held are ordinary shares.
5.2 Related party transactions

The Company has taken advantage of the exemption perrhitted by FRS 101.8 not to disclose related party transactions with
entities that are wholly-owned by Ocado Group plc.

5.3 Commitments'
Capital commitments -
Contracts placed for future capital expenditure but not provided for in the financial statements total £37.5 million (2018: £nil).

(Of the total capital expendlture committed at the period end £37 5 million (2018 £nil) relates to property, plant and equipment,
to new CFCs.

54 Contmgent Ilabllltles

Obligations under Solutlons Contracts ’

In the construction phases of its Solutions contracts, the Company agrees to reach key milestones by agreed points in time. If it
. fails to reach these milestones, financial penalties may be incurred. These potential financial penalties could have a material

impact on the Company’s financial statements, and therefore are considered to be contingent liabilities.

At the end of the period, after considering the effects of the COVID-18 pandemic, managerhent undertook a review of the
agreed milestones within its Solutions contracts, and concluded that the possibility of not reaching them was remote. For
details of how the Group has been affected by the COVID-19 pandemic, see the Strateglc Report on page 2.

Claims and litigation

The Company has contingent liabilities in respect of legal claims ansmg in the ordinary course of business, all of which the
Company expects will be either covered by its insurances or will not be material in the context of the Company’s financial
position.
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Notes to the Financial Statements (continued)
Section 5 — Other notes (continued) .

5.5 Post balance sheet events
For details of how the Group has been affected by the COVID-19 pandemlc see the Strategic Report on page 2.

" There have been no other events of note which have affected the-Company since the Balance Sheet date.

5.6 Uitimate parent undertaking and controlling party

The Company’s immediate and ultimate parent undertaking and ultimate controlling party is Ocado Group plc, a company
incorporated in the United Kingdom. Ocado Group plc is the parent undertaking of the smallest and largest group, which
includes the Company and for which group accounts are prepared. The consolidated financial statements of Ocado Group plc
can be obtained from its registered office at Buildings One & Two, Trident Place, Mosquito Way, Hatfield, Hertfordshire, AL10
9UL,-United Kingdom, or alternatively from its corporate website www.ocadogroup.com.
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