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Strategic Report

The Directors present their strategic report of Ocado Innovation Limited (“the Company”) for the 52 week period ended 29 November
2020.

Principal activities

The Company’s principal activities are to provide technology services (“the Services”) through a license of the technology aspects
of the online grocery fulfilment services, to the members of the Ocado Group ("the Group’) including Ocada Retail Limited {“Retail”).
and the Group's customer, Wm Mormrisons Supermarkets plc ("Morrisons”). It owns the vast majority of the Ocado Group’s
intellectual property.

The Company has service agreements with each other member of the Ocado Group, which enables Ocado Solutions Limited to
provide services to Solutions partners through the licensing of its Ocado Smart Platform ("OSP"). In addition, the Company provides
Central IT services to each member of the Ocado Group.

The Company conducts research and development activities to enhance the platform used by all partners.
Financial review of the business

In the 52 week period to 29 November 2020 the Company generated revenue of £21.2 million (2019: £32.4 million), representing
income from other Ocado Group entities for the use of the Company's intellectual property. Revenue has fallen in the year principally
as a result of changes to Group recharging processes with Retail.

Administrative expenses of £189.4 million (2019: £128.3 million) comprises mainly net cost recharges of £125.4 million (2019: £80.4
million) from other Ccado Group entities and total amortisation, depreciation and impairment of £64.0 million (2019: £47.8 million).
Within the £64.0 million is an impairment charge of £3.3 million {2019: £1.8 million) of existing intangible assets, folowing the
development of more advanced proprietary software and £1.4 millien (2019: £0.1 million) impairment of property, plant and
equipment.

Exceptional costs comprise the £310.6 million impairment of goodwill which is detailed in note 3.1. There was no impairment of
goodwill in 2019 but exceptional costs of £3.8 million were recognised, which primarily related to the Andaver fire. The impaiment
of goodwill has been recognised because the Company is loss making, and has negative projected future cash flows. The indicators
of impairment were not present in 2019. Recharging arrangements across the Ocado Group which existed in 2019 have changed
in 2020, partly as a result of the part disposal of Retail to M&S.

Net finance costs of £11.4 million {2019: £6.9 million) were incurred on balances held with other Ocado Group erities. The
Company made a net loss of £498.0 million in the perod (2019: £98.9 million).

The Company has net liabilities of £376.7 million {2019; £120.6 million net assets) as at the balance sheet date. Of the £387.7
million of assets (2019: £616.1 million), £233.6 million {2019: £4981.6 miflion) relates to intangible assets, which comprises internally
generated assets of £198.7 million (2019: £153.6 million) relating to software which is utilised by the Ocado Group, and other
intangibles of £34.9 millien (2019; £27.4 million). Goodwill of £310.6 million {2019: £nil) has been written off in the year. Of the
£745.1 million of current liabilities held (2019: £479.3 million), £730.0 million {2019: £465.8 miltion) are amounts due to other Ccado
Group companies.

Covid-19

At the beginning of the Covid-19 outbreak 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 suppart 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 groceries in the United Kingdom than
before the effects of Covid-19 gccurred.

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 reqularly for Covid-18.

Although the long-term shifit towards online grocery is expected to accelerate post-pandemic, there remain many uncertainties
about the length of the crisis, its long-tenm effect on customers' disposable incames, and customers’ reactions immediately following
the passing of the pandemic. The Directors have reviewed the potential impact of Covid-19 and are of the opinion that there is
unlikely to be an adverse impact lo the Company. The Company's risk of being adversely impacted by Covid-19 are reduced, as it
does not trade with external partners, and trades in an intercompany capacity with Ocado Retail Limited whose business has grawn
significantly through the pandemic. Unlike its effect on many other businesses, Covid-19 has increased customers’ demand for the
Group’s services, and this demand looks set to continue both in the short term and through the longer-term trend toward online
retail.
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Strategic Report (continued)

Key Parformance Indicators (KPls)

The Company assesses its performance using a variety of key performance measures, which are not defined under IFRS and are
therefore termed "non-GAAP” measures. These measures provide additional useful information on the underiying trends,
performance and position of the Company. The main key performance indicator is EBITDA, as this demonstrates underlying
trading activity before a number of accounting adjustments. A review of EBITDA is presented below:

Period ended Perioc ended
29 Navember 2020 1 December 2018
£m £m Variance %

EBITDA

(100.7) (43.1) {133.6%)

EBITDA has fallen in the year primarily due a greater operating loss, which is the product of lower revenues and greater admin
expenses, and the absence of Andover exceptional costs.

Principal risks and uncertainties

Ocado Innovation Limited provides technology services for grocery fulfilment and holds the majority of the IP for the Group, therefore
the principal risks and uncertainties disclosed on page 64 to 67 of the Annual Report are applicable to the Company. We have
highlighted the ones below which we feel are most applicabie.

Risks

Mitigating actionsicontrols

isk of the transformation programme failing lo
Ideliver a sustainable operational infrastructure
lable to execute effectively the requirements for
imuttiple Ocado contracts, simultancously in many|
§ntemational locations, while groviding for
lsutficient management, technolagy and

Creatien of a Group Transformation team who are supparting the business in the design and img| 1 of the new
model which includes people, process and systems.

increased hinng of key skills both in UK and intematianally, induding greater emphais on graduate recrutment and traming
programmes.

Standardisation of platform delwvery to improve repeatability.

lengineenng

[Risk of delays in ihe generation of new capacity
in the UK

Cedi resources continue ta work on modulansing technolagy ta enable faster replication and reduced build times.

New capacity increasing as Enth (CFC4) ramps up with glans to build CFC5 (Pufleet} and CFC& (Bnstol) CFC3 (Andover) s
beng rebuilt

Regular steenng meetings and management aversight for new CFC prajects

[Technotogical innovation supersedes our own
land offers impraved methods of foad distributron

Establishing our dentity as a technalogy business, intemational platiorm provider and wnovation factory.
Engagement with a wide number of international grocers to understand market needs.

E_xperien:ed teams in E|ﬂCE who understand the current Solutions and are aware of glohal alternatives used in othar indusines.

Eu consumers
15k of infinging a third party's.

Intellectual Property or failing to protect Ocado’s
fown 1P

Conduchng “freedom to operate’ searches on selected technologies in selectec junsdictions and momitonng IP filings by alarge
number of campanies.,

Where appropriate, chlaiming special st or legal adwice including to help ensure our ability to use our 1P 15 not restneted by
infnngement claims,

{ngring efiort 10 identify patentable nventions and to apply for patents, with an increased number of patent apphcations.
Expansion of |P team to help with IP pratection wark,

Ongoing review of gur patent portfeko and discussion of other [? 1ssues by the Ocade Innavation Committee.

Where necessary we lake steps ta protect our IP from unauthansed use.

isk of changes in regulations impaching aur
usiness or the wabidity of Ocade Solutions' deals

Ragular g of Yy Ge 1o ansure that changes are identified
Same due carried out at apprapi stages in the Ocado Solutions process

15k that Solutions pricing levels may nat pravide
th acceplable returns for our sharenolders and
ractive long-term cast of ownership for our
lients, whide delivenng a wable fully operational
nd to end gustomer axperience

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

Penodic review of delivery costs and clase ralatonatp with our partnars provides oversight of project costs.

Regular review of IT prioritisation process and rate of software development and regular platfarm steering meetings.
Resources and capabilities will be scaled and reallocaied to help meet Ocado Sclutions project deadines.

There 1s an on-gaing preg of design imp ts for the platform.

The amount of caprtal investad in qur platform 1s carefully cantrolled and we have the abdity to reduce costs by scabng back the

speed of development.

sk of negative implications due 1o changes in
he global economic and geopalitical
fenvironment, including Brext and the associated
anfTs or difficulty in hiring emplaoyees, that may
mpact our business model

Engagement with reg and itoring by g and sp teams of the global and econromic environment and

regulatory changes to assess the potential impacts on hinng employees, trading, operations or the business model.

Business interrugtion

IT systems are struclured ta cperate reliably and securely.

Dedicated engineenng teams i Site with daily mantenance programmes to support the continued cperation of equipment.
©Cngaing testng and research and development to make equipment more reliabie and robust.

Disaster recovery testing and b i plans continue to be progressed and updated.

High leve| of protection for CFCs and equipment, cambined with business intercupticn insurance to transfer residual nsks.

Falure to prevent of respond to a major cyber
jattack or data breach that could result in business|
idisruphian, reputational damage, sigmficant fines
for tha loss of customer, empleyee or confidential
business informaticn

IT systems are structured to operate reliably and secursly. The security of our IT systems is regularly testad by third parties.
An information secunty and PCI security governance by tha at Secunty C. ittee 18 halpng
Increase secunty and pnvacy internal controls.

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

No customer payment card data 1 beld in Ocado s databases.

Data Protection Officer oversees the Group's pnivacy campliance programme.

[Risks associated wih on-going Cowd 19 related
[disruptions

implernenting rapid-response Coronawrus tests for frontine Group emgloyees

Fallowing government gurdance by closing our offices and introducing home working
Intraducing d and hygiene in CFCs, vehicdes, spokes and construction sites
Engaging with govemment and specialist adwsors

Instigating busness cantinuity plans and regular monitoring

Qcado Innovation Limited — 2020 Annual Report and Financial Statements 3




DocuSign Envelope 1D: FA7D6436-28AC-4B13-8257-C4DD0AB28D5E

Strategic Report (continued)

Section 172 (1) Statement

This seclion comprises our Section 172 (1) Statement and should be read in conjunclion with the strategic report on pages 2 and
3.

The directors of Ocado Innovation Limited (the "Company”} take their statutory duties seriously. The directors of the Company have
specific training on their duties and responsibilities, including their responsibility to promote the success of the Company in
accordance with 5172 of the Companies Act 2006. The Company is wholly-owned subsidiary of Ocado Group plc and its governance
and gperating practices are aligned with the Group.

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

3. The likely consequences of any decision in the long term,

b. The interests of employees. The Company has no employees, but its subsidiary companies do have employees who enable
the business to deliver its strategy.

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

d. The impact of the Company's operations an the community and the environment,

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

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

The Board recognises its responsibilities to engage with and incorporate the views of key stakeholders in strategic planning and
decision-making, and the importance of stakeholder trust in building resilience and long-term sustainability. The induction of new
directors includes appropriate training on the director duties of section 172 and the role of stakeholder engagement. The Company's
key stakeholder groups are its Partners and Society and Community. Below is set out the value of the stakehalders to the Company,
the issues that matter most to our People as stakeholders and how we engage with them, The Company has no direct employees,
but it is the parent of overseas entities in Poland, Spain and Bulgaria which have employees. The Company has na direct partners,
but it is the parent of overseas entities which have partners. As such disclosure consistent with the Group Annual Report has been
made in relation to people, partners, society and community.

People
Why we value them

Our people bring a diverse range of experience, expertise and perspectives that contribute to the values and culture of Ocada and
are essential for the delivery of our strategic objectives, It is vital for Ocado’s cantinued success that we maintain an environment
where our people feel valued, motivated, and able to thrive.

What matters lo them

» An inclusive and diverse working environment,

«  Opportunities for career and personal development.

+ Having a voice.

+ A safe and secure workplace

«  Good pay and benefits.

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

How the Group engages with its People

- Various methods are used to communicate to all employees, including Fuse, our company intranet system, which provides
a range of useful information for employees and updates on the performance of the Company and other business matters,
and Ocado Connections, the twice monthly People newsletter.

+  This year there has been a strong focus on mental health and diversity and inclusion. To support employee mental health
our Mind Yourself campaign launched this year and a newly created role, Global Head of Culture and Engagement, is
focused on how to support our people. A new Diversity & Inclusion Manager role has also been created and diversity and
inclusion events have been held across the year. We have in place five inclusion committees for LGBTQ+, gender, mental
health, ethnic minorities and disability.

< Our new employee engagement platform, Peakon, introduced this year, enables the Company to continuousiy gather
employee feedback and take more timely, responsive and focused action.

« The Speak Up whistle-blowing hotline allows employees to confidentially raise any cancerns or issues.

«  Qur employee representative bady, Ocado Council, provides a voice to employees. This is now being transitioned into a
new framewark to better represent our growing business.

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

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

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

Ocado Innovation Limited — 2020 Annual Report and Financial Statements
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Strategic Report (continued)

«  Update reports at each Board meeting on people matters including culture, diversity, talent and engagement.
* Regular updates to the Board on health and safety matters. This year regular updates were given and discussions
undertaken on the introduction of measures to protect employee health in light of Covid-19.

Partners

Why we value them
Building trusted partnerships through ongoing dialogue and shared leamings helps us to better understand the needs of our paitners
and to develop and improve our offering ta continue to provide cutting-edge solutions.

What matters to them;

« Innovation.

«  Aflexible offering of potentiat options for fulfiiment.
. Product development.

+  Quality and financial performance.

*  Supply chain management.

»  Building a leng-term relationship.

How the Group engages with Pariners

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

= Corporate responsibility and ethics reporting.

= Setting KPls and providing feedback during ongoing projects.

= Bring together representatives from all our gfobal partners as part of the OSP Leadership Cliub to work collaboratively and
discuss experiences of shared impartance, and build our understanding of partners’ needs,

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

*  Regular Executive Director engagement with the senior execulives of pariners, including quarterly executive leadership
meetings between all global pariners,

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

= Update reports at each Board meeting.

Suppliers

Why we value them
A strang supply chain is critical to our business as we rely on our suppiiers to be able to meet the needs of our partners and ensure
that we can meet our shared targets for growth and development across our network.

What matters lo them:

= Building a long-term relationship.

= Success and growth of Ocado’s business.

« Fair trade.

= Social and ethical impact.

« Equitable supply chain practices and anti-bribery and cormuption policies in place.
= Ability to collaborate.

» Prompt and accurate payment.

How the Company engages with Suppliers

+ Qur onboarding process provides two-way communication to build reiationships with our suppliers, and through auditing across
our chains we can ensure that high standards are maintaineg.

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

« Direct engagement with the sehior executives of suppliers by our Executive Directors and regular contact with suppliers from our
precurement manager provides an ongoing dialogue to address any issues or potential issues, During the height of the Covid-19,
QOcado provided letters to suppliers to confirm to their regulators the need to keep operating to supply Ocado as a key business
during the pandemic.

+ Corporate responsibilities and ethics reporting.

* Review and approval of significant orders by the Board.

Ocado Innovation Limited — 2020 Annual Report and Financial Statements 5
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Strategic Report (ceniinved)

Society and Community

Why we value them

Making a meaningful contribution to the wider society enables us to create stronger communities and have a positive environmental
and social impact. Engagement with nan-governmental organisations and community groups helps us to understand our impact on
the wider society and the ways in which we can work together to make a valuable difference.

What matters to them

«  Environmental and social issues, including climate change, carbon emissions, food and road safety, “human rights, waste
management, and recyding.

»  Legal and regulatory compliance of the business.

* Responsible sourcing and procurement practices.

«  Having a positive impact on the community.

+  Environmental and socially responsible business practices and credentials.

How the Group engages with Society and Community

» Direct engagement locally with MPs, councils and community groups.

» Environmental and social reporting on aur website, including corporate responsibility, modern slavery, gender pay and carbon
emissions.

* As part of Ocado’s ongoing free coding education resource for teachers, Code for Life, we opened up Rapid Router, free
education resources that teach children aged 6-13 coding and programming at home, o the wider community.,

* Philanthropy and employee-matched funding for charity policy.

» Environmental and social issues update reports at Board meetings.

» Oversight by the Board of corporate responsibility plans and reporting, including the review and approval of key corporate
statements.

The Company's ultimate parent company is Ocado Group plc, which, together with the Company and the direct and indirect
subsidiaries of Ocado Group plc, forms “the Group”.

cxednby:the Board and signed on its behalf by:

AL lorams
3000 11l
Director
Ocado Innovation Limited
Company number: 08813912 (England and Wales)
26 August 2021
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Directors’ Report

The Directors present their report and the audited financial statements of Ocado Innovation Limited (“the Company”) for the 52
week period ended 29 November 2020.

Board of Directors
The following Directors served during the period:

Neill Abrams

Stephen Daintith (appeinted on 22 March 2021)
Luke Jensen

Mark Richardson

Timothy Steiner

Ouncan Tatton-Brown (resigned an 22 November 2020)

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 o be made conceming employees. The interests of the Company's employees and the need to foster the Company's
business relationships with suppliers, customers and others are included within the Strategic Report as permitted by s414C (11) of the
Companies Act 2006.

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 ple, are disclosed in full in the annual report and financial
stalements of that company. Capies of those financial statements can be obtained from its registered office, which is Buiidings One
& Two, Trident Place, Mosquito Way, Hatfield, Hertfordshire, AL10 9UL, or altematively from is corporate website
www.ocadogroup.com.

Directors’ insurance and indemnities

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

Going concern

The Company's financial statements have been prepared on the going concern basis and are disclosed in note 1.4 to the financial
statements. The Company made a loss of £488.0 million in the year and has net liabilities of £376.7 million at the balance sheet
date. £310.6 million of this less relates to intemally generated goodwill which has been written off in the year as it is deemed
irrecoverable (see note 3.1). The Directors have received confirmation, through a legally binding letter of support, from Ocado
Group plc stating that it will continue to support the Company for a period of not less than 12 months from the date of approval of
these financial statements.

Results and dividends

The Company's results for the period are set out in the statement of comprehensive income on page 11. The Directors do not
propose to pay a dividend for the period (2019: £nil).

Risk management

The Company's risk management policies are summarised in the principal risks and uncertainties section of the Strategic Report.

Research and development

Innovation is part of our DNA and with our investment to date, and our continuing research into areas such as artificial intelligence,
rabotics automation and big data, we have an opportunity to create a substantial technological advantage in an increasingly
competitive market. With everything from websites to warehouses designed in-house, we have developed capabilities across a
wide range of technologies.

We completed the re-engineering of our bot and commissioned the next generation of our mini-CFC site in Bristol, UK in {ate 2020.

The re-engineered bot is protected by a suite of registered and unregistered IP rights, thereby ensuring the leamings from our
previous generation bots continue to be exclusively available to Ocado partner companies.

QOcadoe Innovation Limited — 2020 Annual Report and Financial Statements 7
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Directors’ Report (continued)

In November 2020 the Group announced the acquisition of two robotic picking companies, completed after year-end. As a result,
the Group has acquired intellectual assets that will complement and expand on the existing robaotic picking proprietary knowledge
and competencies. To support continued, rapid, innovation the Group has significantly increased the numbers of people working in
those specialised innovating teams focused on deploying our technology or knowhow towards medium to long term oppartunities
for value creation.

Future developments

Our innovations within the grocery and wider e-commerce space drive growth and create long-term shareholder value. We are
confident in our ability to commercialise on this knowledge through our Solutions business and have now signed five international
partners.

Political contributions

No donations were made by the Company to any pelitical party, arganisation or candidate during the period (2019: nil).
Post-Balance Sheet events

Events occurring after the balance sheet date that affect the Company are disclosed in note 5.5 to the financial statements.
Statement of Directors’ Responsibilities

The Directors are responsible for preparing the Strategic Report, the Directors’ Report and the financial 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
prepared the financial statements in accordance with United Kingdom Generally Accepted Accounting Practice (United Kingdom
Accounting Standards and applicable law), including FRS 101 “Reduced Disclosure Framework”. 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 logs of the Company for that period.

In preparing these financial statements, the Directars 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 disclosed and
explained in the financial statements; and

«  Prepare the finandial 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 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 iregularities.

Disclosure of information to the auditor

Each of the persans 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
= 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 Campany’s auditor is aware of that informatian.

This confirmation is given and should be interpreted in accordance with the provisions of Section 418 of the Companies Act 2006.

Deloitte LLP have expressed their willingness to continue in office as auditor and appropriate arrangements have been putin place
for them to be deemed reappointed as auditor in the absence of an annual general meeting.

Approved by the Board and signed in its behalf by:

DacuSigned by,

Neill Abrams N«lu, [Uamms

Director FFZE4358A83B487
QOcado Innovation Limited
Company number: 08813912 (England and Wales)

26 August 2021
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Independent Auditor's Report

to the member of Ocado Innovation Limited
Report on the audit of the financial statements

Opinion
In our opinion the financial statements of Ocado Innovation Limited ("the Company”):

¢+ Give a true and fair view of the state of the Company's affairs as at 29 November 2020 and of its loss for the 52-week
period from 2 December 2019 to 29 November 2020;

« Have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice including
Financial Reporting Standard 101 “Reduced Disclosure Framewark”: and

» Have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements which comprise:

s The Statement of Comprehensive Income;
s The Balance Sheet;

«  The Statement of Changes in Equity;

s The related notes 1.1 to 5.5 to the financial statements.

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 Framewark” (United Kingdom Generally Acecepted
Accounting Practice).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable law. Our
responsibilities under those standards are further described in the auditor's 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
statemnents in the United Kingdom, including the Financial Reporting Council's (FRC's) Ethical Standard, and we have fulfiled our
other ethical respensibilities in accordance with these requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern
We are required by I18As (UK) to report in respect of the following matters where:

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

+ The Direclors 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 concern basis of accounting for a period of at least twelve
months from the date when the financial statements are authorised for issue.

We have nathing to report in respect of these matters.
Other information

The Directors are responsible for the other information. The other information comprises the information included in the Annual
Report, other than the financial statements and our Auditor's Report thereon. Cur opinion on the financial statements does not
cover the other information and, except ta 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 & 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 matenal misstatement of this other
information, we are required to report that fact.

We have nothing to report in respect of these matters.
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Independent Auditor’s Report

to the member of Ocado Innovation Limited (continued)

Responsibilities of Directors

As explained more fully in the Directors’ Responsibilities Statement, the Directors are responsible 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 concem basis of accounting unless the
Directors either intend to liquidate the company or to cease operations, or have no realistic altemative but to do so.

Auditor's responsibilities for the audit of the financial statements

Qur objectives are to obtain reasenable assurance about whether the financial statements as a whole are free from material
missiatemnent, 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 emor and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these financial
statements.

A further description of our responsibilities for the audit of the financial statements is focated on the FRC's website at
weww. frc org uk/auditorsresponsibdites. This description forms part of our Auditor's Report.

Report on other legal and regulatory requirements
Opinions on other matters prescribed by the Companies Act 2006
In our opinian, 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
« The Strategic Repert 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 misstaternents in the Strategic Report ar the Directors’ Report.

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

« Adequate accounting records have not been kept, or retums adequate for aur audit have not been received from branches
not visited by us;

¢ The financial statements are not in agreement with the accounting records and retums;

« 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

This Report is made solely to the Company's members, as a body, th 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 matlers we are required to
state to them in an Auditor's Report and for no other purpose. Ta the fullest extent permitted by law, we do not accept or assume
responsibility to anyone other than the Company and its members as a boedy, for our audit work, for this Report, or for the opinions
we have formed.

Q_‘K{: ~~ [\P\.‘Jn./-'

Stephen Turner FCA (Senior Statutory Auditor)
For and on behalf of Delaitte LLP
Statutory Auditor
London, United Kingdom
27 August 2021
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Statement of Comprehensive Income
for the 52 week period ended 29 November 2020

527 week

52 week pernod

period ended ended

28 November 1

. 2020 December
2019

Note £fm £m

Revenue 22 21.2 324

Groas profit 2.2 324

Other operabing income 35 49

Administrative expenses {189.4) (128.3)

Operating loss before exceptional items 23 {164.7) {91.0)

! Exgeptional tems 24 {310.6) (3 8)
Operating loss {475.3) (94.8)

Finance ncome 42 26 21

Finance costs 42 {14.0) {9.0)

Loss before tax 21 {486.7) {(101.7)

Tan 28 11.3) 28

Logs for the period and total comprehensive expense {498.0) {98.9)

All amounts are derived from continuing operations.

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

(EBITDA)
52 week period 52 week pariod
ended 2% Novernber erded *
2020 Decenper 2002
Nnte Em £m
Operating loss (475.3) {94 8)
i Adjustments for
‘ Exceptional items 24 310.6 38
Depreciation of property, plant and equipment 32 10.8 9.1
Amprtisation expense k3| 43.5 36.9
Imparment of intangible assets 3.1 13 1.8
impg\ment of preperty, plant and equipment 32 14 0.1
EBITDA - - T 007 (43.1)
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Balance Sheet
as at 29 November 2020

2% November 1 December
2020 2018
Nete £m £m
Non-current assets
Intangible assets an 2336 491.6
Property, plant and equipment 32 119.1 60.3
Deferred tax asset 2.6 19 101
Investment in subsidianes 33 2.0 1.3
I56.6 583.3
Current assets
Other financial assets 31 -
Other receivables 34 251 228
Cash and cash equivalents 35 2.9 -
311 228
Total assets 3ar.7 616.1
Current liabilities
Other payables 36 (745.1) (476.2)
Bank overdraft - {3.1)
(745.1) (479.3)
Net current liabilities (714.0) {456.5)
Non-current liabilities
Deferred tax habilty 26 {18.3} (16 2)
T {19.3) (16.2)
Net (liabilitiesVassets {376.7) 1206
Equity
Share capital - -
Capital contribution reserve 1.2 0s
Retaned earnings (377.9) 1201
Total shareholder's (deficit)/equity (376.7) 120.6

The financial statements on pages 11 to 26 were authorised for issue by the Board of Directors and signed on its behalf by:

DocuSigned by.

AL Alvams

FF2E4358A83B487
Neill Abrams
Director
Ocado Innovation Limited
Company Registration Number 08813912 {England and Wales)

Date: 26 August 2021
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Statement of Changes in Equity
for the 52 week period ended 29 November 2020

Srare capdal Captal Teotal
Nole £"" = Cap Retamned cortnbution equity
2arnings £m £m £m

Balance at 3 December 2018 - 163.4 163.4
Loss far the period and total comprehensive expense - {98.9) (98 9)
Adjustments arising from Group restructurning® 55.6 55.6
Transactions with owners

- Capital contribution from parent 9.5 0.5
Balance at 1 December 2019 - 1201 0.5 1206
Loss for the perod and total comprehensive expense - (498.0) {493.0)
Transachions with owners:

- Capitat contribution from parent - 0.7 0.7
Balance at 28 November 2020 - {377.9) 12 (376.7)

' In August 2019, Ocado Holdings Limited sold 50.0% of its interest in Ocado Retail Limited to Marks and Spencer Group plc. As
part of the Group's 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 eamings.
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Notes to the financial statements
Section 1 - Basis of preparation
1.1 General information

Ocado Innovation Limited (formerly Ocado Technology Limited) (hereafter "the Company”) is a private company limited by shares,
incorporated in England and Wales under the Companies Act 2006 (company number: 08813912). The address of its registered
office is Buildings One & Twa, Trident Place, Mosquito Way, Hatfield, Hertfordshire, United Kingdam, AL10 SUL. The financial
period represents the 52 weeks ended 29 November 2020. The previous financial period represents the 52 weeks ended 1
December 2019. The principal activity of the Company is described in the Strategic Report.

1.2 Basis of preparation

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 Reparting Standard 101 'Reduced Disclosure Framework' (‘FRS 101").

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

The Company has taken advantage of the exemption under Section 400 of the companies act to not prepare of 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 5.5.

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 indluded in the consolidated financial statements of its ultimate parent, Ocado Group pic. 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, 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 financial statements of Ocado Group plc that can be
obtained from its registered office as detailed in note 5.5.

New standards, amendments and interprelations adopted by the Company

In the current period, the Company has not adopted any new standards, but in the prior peried, IFRS 9 “Financial Instruments® and
IFRS 16 “Leases” were adopted for the first time.

New standards, amendments and interprelations issued that are effective but not malterial lo 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 2 December 2019, and concluded that they are either not relevant to
the Company or that they would not have a significant effect on the Company’s financial statements:

Effective date
1AS 19 Employee Benefits (amendments) 1 January 2019
IFRIC 23 Uncertainty over Income Tax Treatments 1 January 2019
1AS 28 Long term interests in associates and joint ventures (amendments) 1 January 2019
IFRS 9 Financial Assets (amendments) 1 January 2019
Annual Improvements to IFRS
Standards 2015-2017 Cycle Amendments to IFRS 3, IFRS 11, IAS 12 and |1AS 23 1 January 2019

Adoption of the new standards and interpretations has no maternal mpact on the Company's financial position or related
performance.

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
consistently applied to all the periods presented unless otherwise stated.
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Notes to the financial statements (continued)
Section 1 - Basis of preparation (continued)
Accounting policies (continued)

Functional and presentation currency

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

Foreign 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
trangactions and from the translation at year end exchange rates of monetary assets and liabilities denominated 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 profit.

1.2 Critical estimates, judgements and assumptions

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 an historical experience and other factors, including expectations of future events that are believed to be reasonable under
the circurnstances. There are no key critical estimates affecting the company for the current financial period. Significant accounting
policies and judgements are provided below:

Significant judgements
Recogrition of deferred tax assets

In determining the recognition of a deferred tax asset, management 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 an profitability considers future business risks and the prudent forecasting of future taxable profits, underpinned by
the businesses going concemn and viability view.

Impairment of Goodwill

Goodwill on the Company's balance sheet which was acquired as part of a business combination is tested annually for impairment
in line with the requirements of 1AS 36:10 (b). The accounting policy has been detailed in note 3.1. The full goodwill balance has
been impaired in the period following management's review of indicators of impaiment.

1.4 Going concem basis

Accounting standards require that Directors satisfy themselves that it is reasonable for them to conclude on whether or not it is
appropriate to prepare financial statements on the going concern basis. There has been no materiai uncertainty identified which
would cast significant daubt upan the Campany's ability to continue using the going concem basis of accounting for the 12 months
following the approval of these financial statements.

This Company made a loss in the year of £498.0 million and has net liabilities of £376.7 million at the balance sheet date. The
Directors have received confirmation, through a legally binding letter of support, from Ocado Group pic stating that it will continue
to support the Company for a period of not less than 12 months from date of approval of these financial statements. The impairment
of goodwill does not impact the Campany's ability to continue to support the overall group strategy. After making appropriate
enguiries 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. Accordingly, the
financial statements have been prepared on the going concern basis.

Section 2 - Results for the period

2.1 Loss before taxation

Administrative expenses

Administrative expenses consist of IT costs, employment costs of central functions, which include legal, finance, human resources,
marketing and procurement, rent and other property-related costs for the head office, all fees for professional services and expenses

relating to the Ocado Group's share schemes through recharges with other Ocado Group entities. The depreciation, amortisation
and impairment associated with IT equipment, software, fixtures and fittings are also included.
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Notes to the financial statements (continued)

Section 2 — Results for the period (continued)

2.2 Revenue

During the period the Company generated revenue of £21.2 million (2019: £32.4 million). Revenue is generated whally within the

United Kingdom and from a single class of business, being the Company’s principal activity of creating, developing and maintaining
the intellectual property of the Ocado Group and recharging this to other Group companies.

2.3 Operating loss

52 week period ended 52 week penod ended

29 November 2020 1 Dacember 2019

Nore £m £m
Operating loss is stated after charging the following
Amortisation expense 31 48.5 36.9
impaiment of intangibles, included n
- Administrative expenses 3.1 3139 1.8
Dapreciation of property. plant and eguipment 3.2 10.8 82
Impairment of property, plant and equipment included in
- Administrative expenses 32 14 01

During the pericd, the Company obtained the following services from its auditor:

52 week period 52 week penod ended

ended c
29 Novernber 2020 T December 2015
£'000 £.000
Audit services
-Fees payable to the auditar for the audit of the Company's financial statements 152,500 1122

During the period, the Company obtained audit services from its auditor, Deloitte LLP, to the amount of £152,500 (2018: £112,500).
These costs have been borne by Ocado Central Services Ltd and are not rechargeable. The Campany’s auditor has not provided
any non-audit services in the current or prior periods.

2.4 Exceptional items

52 week period
ended
29 November 2020

52 week petiod ended
* December 201%

£m £m

Impairment of goodwill 310.6 -
Andaover GFC

- Write off of intangible assets - 2.0

- Write off of property, plant and equipment - 12

Joint venture with Marks and Spencer ("M&S*) - 08

310.6 a8
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Notes to the financial statements (continued)
Section 2 = Results for the period (continued)
2.4 Exceptional items (continued)

Impairment of goodwill
Following management's review of indicators of impairment, the full goodwill balance has been impaired in the year and recognised
as an exceptional cost. See note 3.1 for further details.

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

Intangible assets with a net book value of £nil million (2019: £2.0 million) were written off as it was determined these costs were
specific to the Andover location and infrastructure.

Property, plant and equipment with a net book value of £nil million (2019: £1.2 million) was destroyed or damaged to the extent that
no amount is expected to be recoverable. Where amounts are expected to be recovered, for example through scrap proceeds,
those assets are impaired to that recoverable armount.

Joint venture with Marks & Spencer (“M&S”)

In August 2019, the Group completed the creation of a new 50/50 joint venture with M&S. The joint venture comprises Ocado’s
grocery retail business in the United Kingdom supported by a new partnership for Solutions services underpinned by Ccado Smart
Platform and the provision of branding and sourcing from M&S.

Whilst certain costs relating ta the transactian are pemmitted to be accounted for directly within equity, there are athers that do nat
meet the requirements and as a result have been reported as exceptional costs.

2.5 Employee information

All staff, induding directors, are employed by another Group company, with the Company recharged for its share of employment
costs incurred by other Group companies.

2.6 Taxation

Accounting 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 directly in equity, in which case the tax is also recognised in
other comprehensive income or directly in equity respectively.

Current taxation

Current tax is the expected tax payable on the taxable income for the period, using tax rates enacted or 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

Deferred tax is recognised using the balance sheet methed on temporary differences arising between the tax base of assets and
liabilities and their carrying amount in the financial statements. No deferred taxis recognised if the temporary difference arises from
the initial recognition of goodwill, or from the initial recognition (other than in a business combination) of ather assets and liabilities
in a transaction that affects neither the taxable profit nor the accounting profit.

Deferred tax assets are recognised only to the extent that it is probable that future taxable profits will be available against which
the temporary differences can be utilised. Recognition, therefore, involves judgement regarding the prudent risk-adjusted
forecasting of future taxable profits of the business and in applying an appropriate risk adjustment factor. The carrying value of
deferred tax assets is reviewed at each reporting 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 reporting date, Management has forecasted that the
Company will generate future taxable profits against which existing tax losses can be relieved.

Deferred tax assels and liabilities are offset against each other when there is a legally-enforceable right 1o offset current tax assels
against current tax liabitities and it is the intention to settle these on a net basis,

Deferred tax is calculated at the tax rates that have been enacted or substantively enacted by the reporting date and are expected
to apply when the related deferred tax asset is realised or the deferred tax liability is settled.
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Notes to the financial statements (cominued)

Section 2 — Results for the period (continued)

2.6 Taxation (continued)

Research and Development Expenditure Credit

The Company takes advantage of the incentives offered under the United Kingdom's Research and Development Expenditure
Credit (‘RDEC") regime to claim a credit for the Company's significant expenditure on qualifying research and development, As
enacted in the Finance Act 2020, the credit due to the Company is equal to 13.0% (2019: 12.0%) of the Company’s qualifying
expenditure. The Company continues to utilise the additional benefits from the scheme in light of the Company's commitment to its
innovative technology and software.

During the period the Company claimed a credit of £4.7 million, within other income, for the 52 weeks ended 29 November 2020
(?n19 £4 7 miliinn for the 32 weeks ended 1 December 2019).

Taxation - Income statement

52 week period ended 52 weer penod erded
29 November 2020 t Decemoer 2013
£m £

Recognised in the income statement

Deferred tax

Changes in recoverable amounts of deferred tax assets 10.6 {2.8)
Effect of change in rate of United Kingdom Corporation Tax 0.7 -
Total deferred tax 1.3 {2.8)
Income tax charge for the pericd 11.3 {2.8)

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

52 week period ended 52 waek perod

ended
29 November 2020 1 December 2015
£m £m
Loss before tax {486.7) 1017
Effective tax charge at the UK tax rate of 19% (2019 19%) (92.5) (19.3)
Efiect of
Nen-taxable tems 54.5 (8.9)
Group relief surrendered 15.1 18.4
Temporary differences an which no deferred tax recognised 18.8 30
Losses arising in period on which np deferred tax is recognised 16.1 43
Research and development expenditure credits {0.7) (0.9)
Income tax charge for the pericd 11.3 (2.8)
Taxation - Balance Sheet
Movement in the deferred tax asset is as follows:
Tarlosses

carned forsard

£m

As at 2 December 2018 i

Effect of change in UK corporation tax rate -

Recognised thraugh the income statement 11
As at 1 December 2019 a1
Effect of change in UK corperation tax rate 1.2
Recognised through the income Statement 9.4)
As at 29 November 2020 1.8
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Notes to the financial statements (continueq)
Section 2 — Results for the period (continued}
2.6 Taxation (continued)

As announced on 3 March 2021, the main rate of corporation tax will increase from 19% to 25% with effect from 1 April 2023; the
impact will be accounted for in the accounts for the period ended 28 November 2021.

As at 29 November 2020 the Company had approximately £221.3 million of unutilised tax losses (2019: approximately £157.7
million) available for offset against future profits. A deferred tax asset of £1.9 million (2019: £10.1 million) has been recognised in
respect of £10 million (2019: £59 million) of such lasses, the recovery of which is supported by the expected level of future profits
of the Group. During the period there was a release of the deferred tax asset of £9.4 million in respect of these losses.

No deferred tax asset has been recognised in respect of the remaining losses on the basis that their future economic benefit is
uncertain given the unpredictability of future profit streams. All tax losses, both recognised and unrecognised, can be carried forward
indefinitely.

Movement in the deferred tax liability is as follows:

Tat lusses
carned fornars

£
As at 2 December 2018 {8.9)
Effect of change in UK corporation tax rate -
Recogmised through the income statement (7.3)
As at 1 December 2019 {16.2)
Eftect of change in UK corporation tax rate 1.9)
Recognised through the income statement (1.2}
As at 29 November 2020 {19.3)

For the period ended 28 November 2020 the Company has recognised a deferred tax liability of £19.3 million {(2019: £16.2 million)
in respect of intangible assets that management assessed as qualifying for research and development corporation tax relief. The
timing of the tax deductions in respect of expenditure incurred on these assets differs to the amortisation profile of the assets, giving
rise to the deferred tax liability. This liability will be unwound over the useful lives of the assets.

Section 3 — Operating assets and liabilities
3.1 Intangible assets

Intangible assets comprise goodwill which arase fraom the purchase of the technelogy function from Qcado Retail Limited (i.e. the
tangible and intangible assets and other capabilities required to provide the Services), intemally generated assets relating mainly
to computer software and other intangible assets relating mainly to externally acguired computer software and assets. These are
carried at cost less accumulated amortisation and any recognised impairment loss.

Other intangible assets are capitalised and amortised on a straight-line basis over their useful lives of three to seven years,

The goodwill of £nil (2019: £310.6 million) is measured as the excess of consideration over the net of identifiable assets acquired
and liabilities assumed, measured in accordance with IFRS 3 “Business Combinations’, less accumulated impaiments. The
goodwill recogrised has an indefinite useful life and is not amortised, but instead is subject to impairment testing on an annual
basis or where there is any indication of impairment. In the year management have impaired the full balance on the basis that the
goodwill is not recoverable- see further details below.
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Notes to the financial statements (continued)
Section 3 — Operating assets and liabilities (continued)

Costs relating to the development of computer software for interna) use are capitalised once all the development phase recognition
criteria of IAS 38 “Intangible Assels” are met. When the software is available for its intended use, the costs are amartised in equal
annual amounts over the estimated useful life of the software.

Impairment of computer software or licences are charged to administrative expenses in the period in which they arise. Amortisation
on intemally generated assets and on other intangible assets is calculated on a straight-line basis from the date on which they are
brought into use, charged to administrative expenses, and is calculated based on the useful lives indicated below:

Internally generated assets 3-5 years, or the lease term if shorter
Other intangible assets 3—7 years, or the lease term if shorter

Amortisation periods and methods are reviewed annually and adjusied if appropriate.
Cost capiltalisation

The cost of intemally generated assets are capitalised as an intangible asset where It is determined by management’s judgement
that the ability to develop the assets is technically feasible, will be completed, and that the asset will generate economic benefit that
outweighs its cost. This is in line with the recognition criteria as outlined in 1AS 38 “Intangible Assets’. Management determine
whether the nature of the projects meet the recognition criteria to allow for the capitalisation of internal costs, which inciude the total
cost of any extemal products or services and labour costs directly attributable to development. During the period management have
considered whether costs in relation to the time spent on specific software projects can be capitalised. Time spent that was eligible
for capitalisation included time which was intrinsic to the development of new assets to be used or monetised by the Company, the
enhancement of existing warehouse and routing systems capabiliies, or impravements te applications used by Ocado Group's
customers. Other development costs that do nat meet the above criteria are recognised as an expense as incurred. Development
costs previously recognised as an expense are not recognised as an asset in a subsequent period.

Research expenditure is recognised as an expense as incurred. These are costs that form part of the intent of gaining new
knowledge, which management assess as not satisfying the capitalisation critena per IAS 38 “Intangible Assets” as outlined above.
Examples of research costs include, but are not limited to, the following: salaries and benefits of employees assessing and analysing
future technologies and their likely viability, and professional fees such as marketing costs and the cost of third party consultancy.

In certain circumstances, some assels are ready for use, but are not performing as intended by management. Development costs
that relate to the enhancement or modifications of existing assets are capitalised until the asset is performing as intended by
management. Management assess the capitalisation of these costs by consulting the guidance outlined in IAS 38 “Intangible
Assets” and exercise judgement in determining the qualifying costs. When unsure if the enhancement or modification costs relate
to the development of the asset or are maintenance expenditure in nature, management treat the expenditure as if it were incurred
in the research phase only in line with 1AS 38 guidance.

Internally generated assets consist primarily of costs relating to intangible assets which provide economic benefit independent of
other assets, and intangible assets that are utilised in the operation of property, plant and equipment. These intangible assets are
required for certain tangible assets to operate as intended by management. Management assess each material intemally generated
assel addition and consider whether it is integral to the successful operation of a related item of hardware, can be used across a
number of applications and therefore whether the asset should be recognised as property, plant and equipment. If the asset could
be used on other existing or future projects it will be recognised as an intangible asset. For example, should an intemally generated
asset, such as the software code to enhance the operation of existing CFC equipment, be expected to form the foundation or a
substantial element of future software development, it has been recognised as an intangible asset.

Estimation of usefuf life

The charge in respect of periodic amorlisation is derived by estimating an asset's expected useful life and the expected residual
value at the end of its life. Increasing an asset's expected life or its residual value would result in a reduced amortisation charge in
the income statement. The useful life is detemmined by management at the time the software is acquired and brought into use and
is regularly reviewed for appropriateness. Far computer sofiware licences, the useful life represents management's view of the
expected period over which the Company will receive benefits from the software. For unigue software products developed and
controlled by the Company, the life is based on histarical experience with similar products as well as anticipation of future events
which may impact their useful life, such as changes in technology.
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Notes to the financial statements (continued)

Section 3 — Operating assets and liabilities (continued)

3.1 intangible assets (continued)

Googdwil Internally generated assets Other intangible assets Total intangible assets
£m e £m £m
Cost
At 1 December 2019 310.6 2350 40.7 586.3
Additions - - 17.3 173
Internal development costs capialised - 87.6 - 876
Disposals - (1.9) (17 (3.6
Transferred from (Group undertaking - 9.0 0.5 10
At 29 November 2020 3106 329.7 " 568 697.1

Accumulated amortisafion
Al 1 December 2019 - (81.3) (13 4) 947
Charge for the penod - 40.3) (8.2) (48.5)
Impatrment {(310.8) .7 {19 {313.9)
intemal development costs capitalised (0.5) - {0.B)
Disposals - 1.9 1.7 36
Transferred from Group undertakings (9.0} {04y (9.4}
At 29 November 2020 {310.6) {131.0) [21.9) {462.5}
Net book value
At 1 December 2019 3t0.8 1536 27 4 4918
At 29 Novernber 2020 - 198.7 34.9 233.6

As per the requirements of IAS 38 “Intangible Assets” the goodwill balance has been reviewed for indicators of impairment. Given
that the Company is loss making, and has negative projected future cash flows, management have impaired the full balance of
goodwill in the year, The impairment charge has been recognised in the income statement as an exceptional item. The indicators
of impairment were not present in the prior year due to former recharging mechanisms with Retail which have naw changed as a

result of the part disposal of Retail to M&S.

For the perod ended 29 November 2020, intemal development costs capitalised by the Company represented approximately 84%
{2019: 84%) of expenditure on intangible assets and 60% (2019: 62%) of total capital spend including property, plant ard equipment.
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Notes to the financial statements (continued)
Section 3 — Operating assets and liabilities (continued)
3.2 Property, plant and equipment

Properly, piant and equipment

Property, plant and equipment excluding land are stated at cost less accumulated depreciation and any recognised impairment
loss. Cost includes the ariginal purchase price of the asset and any costs attributable to bringing the asset to its working condition
for its intended use. Land is held at cost and not depreciated.

Depreciation is provided at rates estimated to write off the cost of the relevant assets less their estimated residual values by equal
annual amounts over their expected useful lives indicated below. Residual values and expected useful lives are reviewed and
adjusted, if appropriate, at the end of each reporting period. Depreciation on other non-current assets is charged to both distribution
cosls and administrative expenses,

Fixtures and fittings 5-10 years
Plant and machinery 3-20 years

Capital work-in-progress is not depreciated until it is available for use.

Gains and losses on disposal are determined by comparing praceeds with the asset's carrying amount and are recognised within
operating profit.

Property, plant and equipment represents 31.5% (2019: 29.6%) of the total asset base of the Company in 2020. Therefore, the
estimates and assumptions made to determine the carmying value of property, plant and equipment and related depreciation are
important to the Company’s financial pasition and perfarmance. For more information en the Company’s palicy on capitalisation of
borrowings costs, see Note 4.1.

Estimation of useful life

The useful lives of the Company's assets are determined by management at the time the asset is acquired and reviewed at least
annually for appropriateness. The lives are based on historical experience with similar assets as well as anticipation of future events
which may impact their useful life, such as changes in technology. Increasing an asset's expected life or its residual value would
result in a reduced depreciation charge in the income statement.

impairment of non-financial assefs

An annual impairment review is performed and assets which do not have indefinite useful lives are subject to an annual depreciation
or amortisation charge. Assets that are subject to an annuat amortisation or depreciation charge are reviewed for impairment
whenever events or changes in circumstances indicate that the carrying amount exceeds its recoverable amount. The recoverable
amount is the higher of an asset’s fair value less cost to seli and value in use. For the purpose of assessing impairment, assets are
grouped at the lowest level far which there are separately identifiable cash flows (cash generating units). Non-financial assets that
suffered impairment are reviewed for possible reversal of the impaimment at the end of each reporting period.

Given the Company's curent operating structure the lowest level at which cash flows can reasonably be assessed is for the
Company as a whole. The Company prepares detailed forward projections which are constantly updated and refined. Based on
these projections the Board does not consider that any further impairment of assets is required, other than that recognised in the
income statement.
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Notes to the financial statements (continued)
Section 3 ~— Operating assets and liabilities (continued)

3.2 Property, plant and equipment {continued)

Fistares fitungs plant ana

macheary
£
Cost
At 1 December 2019 117.3
Additions 40.9
Drsposals {1
Transferred from Group undertakings 0.5
At 29 November 2020 157.6
Accumulated depreciation and impairment
At 1 December 2019 (2%.0)
Charge for the period (10.8)
Impairment 1.4
Disposals 0.7
Transferred from Group undertakings {0.5]
Reclassification 0.6
A1 29 Novernber 2020 i ’ T Y
Net book value
At 1 December 2015 80.3
A1 29 November 2020 119.1

Included within property, plant and equipment is capital work-in-progress for fixtures, fittings, plant and machinery of £34.3 million
(2019: £22.2 million). For details on the impaiment of the Andover CFC, please refer to note 2 4.

3.3 Investment in subsidiaries
Investments in subsidiaries are valued at cast, less accumulated impairment, Where the recoverable amount of an investment is

less than its carrying amount, impaiment is recognised. impafrment reviews are undertaken whenever there is indication of
impairment, and at least once a year.

29

1 Dec
November DereTer-j
2020 e
£m £rn
Investment in subsidaries 2.0 1.3

The moverment of £0.7 million in the year is the impact of IFRS2 Share Based Payment transactions and the capital contribution
from the Parent (see Statement of Changes in Equity).

The Company has a 100% holding of Ocado Polska sp z.0.0., a technology company incorporated and registered in Poland, a
100% holding in Ocado Spain SLU, a technology company incorporated and registered in Spain, a 100% holding in Ocado Bulgaria
ECOD, a technology company incorporated and registered in Bulgaria, a 100% helding in Oxford US LLC, a non-trading company
incarporated and registered in the United States of America and a 100% holding in Ocado Sweden AB, a technolegy company
incorporated and registered in Sweden. See table for details.
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Notes to the financial statements (contnued)

Section 3 — Operating assets and liabilities (continued)

Proportion
Name Prncipal activity of share Country of incorporation
capital
held
The following company ts requstered at Ll Rakowicka 7, 31-511, Krakow. Poland.
Ccada Polska 5p zoo Technclogy 100% Paland

The foltowing company is registered at Av, Josep Tarradellas 38, Planta 8a, 08028, Barcelona, Spain:
Ocado Span S.LU. Technology 100% Spain

The foliowang company is registered at 1209 Orange Street, Wilmington, Deiaware 19801,
United Stales of Amenca.
Oxford US LLC Non-trading company 100%  United States of Amenca

The fallowing company 1s registered at 17 Hennk ibsen Street, Lozenets Distnct, Sofia 1407, Bulgaria

Qcado Bulgana EQQD Technology 100% Bulgana
The folfowing company 5 registered at Drottring Knstinas Vag 53,1714 28, Stockholm, Sweden

Ocado Sweden AB Technology 100% Sweden

All subsidiaries are held directly by Ocado Innovation Limited and the class of shares held are ordinary shares.
3.4 Other receivables
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.

* December

29 November 2020 3019

£m £m

Other recervables 7.8 58
Prepayments 53 29
Amounts due from group subsidiares 12.0 141
25.1 228

No security has been granted over trade and other receivables. The ageing of trade and other receivables (excluding prepaymerits)
are categorised as not past due. There are no provisions for impairment of trade and other receivables, and management has
assessed the recoverability of these balances.

Amounts owed by group underakings are unsecured, interest bearing after 180 days at Base Rate + 5.5%, have no fixed date of
repayment and are repayable on demand,

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

of three months or less at the balance sheet date and bank overdrafts. Bank overdrafts are repayable on demand and form an
integral part of the Company’s cash management. They are therefore included as a component of cash and cash equivalents,

29 November 1 December

2020 2019

£m £m

Cash and cash equivalents 29 -

3.6 Other payables

Trade and other payables are initially recognised at fair value and subsequently at amortised cost, using the effective interest rate
method. Amounts owed 1o group undertaking are unsecured, interest bearing after 180 days at Base Rate + 5.5%, have no fixed
date of repayment and are repayable on demand.

29 Novemnber 2020 1 Dacember

2018

£m £m

Trade payables 23 06
Accruals and deferred iIncome 12.8 98
Amounts due to group subsidianes 730.0 465.8
745.1 476.2
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Notes to the financial statements (continued)

Section 4 — Capital structure and financing costs

4.1 Borrowings

Borrowings

Interest-bearing bank loans and overdrafts are initially recarded at fair value, net of attributable transaction costs. Subsequent 1o
initial reco_gni;ion, interest bearing borrowings are stated at amortised cost with any difference between cost and redemption value
being capitalised to qualifying assets or recognised in the income statement over the period of the borrowings on the effective

interest rate basis,

4.2 Finance income and costs

Interest income is accounted for an an accruals basis using the effective interest method. Finance costs comprise interest on
balances due to group undertakings and are recognised in the period in which they fall due.

52 week

y 92 week
period .
ended 29 Fenod endes
November “’ez,\, Ie;
2020 he
£m Zrrr
Interest on balances due from group undertakings 26 21
Finance income 2.6 21
Interest on balances due to group undertakings (14.0) {9.0)
Finante costs (14.0) (9.0)
Net finance costs - {11.4) (5,57
4.3 Share capital and reserves
The issued and fully paid up share capital is set out below:
Ordinary Share Capital
shares
Number £m

At 1 December 2019 and 29 November 2020

The share is fully paid, have equal voting rights and carry no right to fixed income.

Qcade Innovation Limited — 2020 Annual Report and Financial Statements
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Notes to the financial statements (continued)
Section 5 -~ Other notes

5.1 Commitments
Capital commitments

Contracts placed for future capital expenditure but not provided for in the financial statements are property, plant and equipment
technology-related projects and at period end amounted to £36.4 millicn (2019: £1.3 million).

5.2 Contingent liabilities

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

5.3 Related party transactions

The Company has taken advantage of the exemptlion permitted by FRS 101.8 not to disclose related party transactions with entities
that are wholly owned by Ocado Group plc. There were no transactions in the year with related parties that are not whoily owned
by Ocado Group plc.

5.4 Post-Balance-Sheet events

For details of how the Group has been affected by the Covid-19 pandemic, see the Strategic Repor on page 2.

On 10 August 2021, the Company entered into a collaberation agreement with VWayve Technologies Limited to develop software
and technology that facilitate autonornous vehicles.

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

5.5 Ultimate parent undertaking and controlling party

The Caompany's ultimate parent undertaking and centrolling party is Qcada Group plg, a company incerparated in England and
Waies. Ocado Group plc is the parent undertaking of the largest and smallest group of undertakings to consolidate these financial

statements as at 29 November 2020,

The consolidated financial statements of Ocado Group plc can be obtained from Buildings One & Two, Trident Place, Mosquito
Way, Hatfield, Hertfordshire, AL10 9UL, or from its corporate website, www.ocadogroup.com.

The Company's immediate parent undertaking and controlling party is Ocado Group plc.
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