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Significant Agreements

There are a number of agreements to which the Group is a party that take effect, alter or terminate upon a change of control of the Company following a
takeover bid. Details of the significant agreements are summarised below.

Morrisons Operating Agreement: The Group has a number of commercial arrangements with Morrisons. If certain competitors of Morrisons acquire more
than 50% of the voting rights in the Company’s shares or take control of the composition of the Company’s Board, or acquire all or substantially all of the
Group’s business and undertakings, then Morrisons would be entitled to give notice to terminate the operating agreement by giving not less than four (but not
more than four and a half) years’ notice.

Following Morrisons giving such a notice, Morrisons would be entitled to procure equivalent services from third parties, the Company ceasing to be Morrisons’
exclusive supplier of online grocery fulfilment services. Similarly, all restrictions on the UK retail grocers to whom the Company is entitled to provide certain
services would fall away.

At the end of the four to four and a half years’ notice period, the Company would be required to purchase Morrisons’ shares in MHE JVCo Limited (the owner of
the mechanical handling equipment in Dordon CFC).

Sourcing Agreement with Waitrose: The Company’s primary operating subsidiary, Ocado Retail Limited (“ORL”), is party to the Sourcing Agreement with
Waitrose and its parent company, John Lewis. If certain competitors of Waitrose or John Lewis acquire 50% or more of the shares or control of the Company’s
Board, then each of ORL, Waitrose and John Lewis may terminate the Sourcing Agreement. In these circumstances, ORL is obliged to pay Waitrose the lower of
£40 million and 4% of the market capitalisation of the Company. This change of control provision will cease to bind the parties if, prior to the change of control,
any party has already given a valid notice of termination.

Revolving Credit Facility Agreement: The Group has an unsecured £210 million revolving credit facility with Barclays Bank PLC, HSBC Bank plc, The Royal
Bank of Scotland plc and Cooperative Rabobank UA for general corporate and working capital purposes. If there is a change of control of the Company, and
agreeable terms cannot be negotiated between the parties within 30 days from the date of the change of control, any lender may cancel their commitment
under the facility and all outstanding utilisations for that lender, together with accrued interest, shall be immediately payable.




Governance Ocado Group plc | Annual Report and Accounts for the 52 weeks ended 27 November 2016 /

20. Directors’
Report

Research and Development Activities

The Group has dedicated in-house software, logistics and engineering design and development teams with primary focus on IT and improvements to the
customer interfaces, the CFCs and the automation equipment used in them. Costs relating to the development of computer software are capitalised if it is
probable that the future economic benefits that are attributable to the asset will accrue to the entity and the costs can be measured reliably. The Company
is carrying out a number of IT and engineering design and build projects with the intention of developing new and improved automation equipment and
processes for its warehouses. Further information is contained in the Strategic Report on pages 6 to 43.

Future Developments of the Business
The Group’s likely future developments including its strategy are described in the Strategic Report on pages 6 to 43.

Employees with disabilities

Applications for employment by people with disability are always fully considered, bearing in mind the respective aptitudes and abilities of the applicant
concerned and our ability to make reasonable adjustments to the role and the work environment. In the event of existing employees becoming disabled all
reasonable effort is made to ensure that their employment within the Group continues. Training, career development and promotion of a disabled person is,
as far as possible, identical to that of an able bodied person.

Profit and Dividends

The Group’s results for the period are set out in the Consolidated Income Statement on page 125. The Group’s profit before tax for the period amounted to
£12.1 million (2015: £11.9 million).

The Directors do not propose to pay a dividend for the period (2015: £nil).

Post-Balance Sheet Events

There have been no material events after the balance sheet date of 27 November 2016 to the date of this Annual Report.

Independent Auditors

Following the Audit Committee’s recommendation to the Board as a result of a tender process, the Board is proposing that shareholders approve the
appointment of Deloitte LLP as the Company’s independent auditors, effective from the end of the 2017 Annual General Meeting. Resolutions concerning
the appointment of Deloitte LLP as auditors of the Company and to authorise the Directors to determine their remuneration will be proposed at the AGM
and set out in the Notice of Meeting. Deloitte LLP have indicated their willingness to be appointed as the Company’s auditors. For further information on the
appointment of the auditors, refer to pages 62 to 63 of the Audit Committee Report.

Disclosure of Information to Auditors

In accordance with the Companies Act, each Director who held office at the date of the approval of this Directors’ Report (whose names and functions are listed
in the Board of Directors section on pages 48 and 49 of this Annual Report) confirms that, so far as he or she is aware, there is no relevant audit information

of which the Group’s auditors are unaware, and that each Director has taken all of the steps that he or she ought to have taken as a Director in order to make
himself or herself aware of any relevant audit information and to establish that the Group’s auditors are aware of that information.

Statement of Directors’ Responsibilities

The Directors are responsible for preparing this Annual Report, the Directors’ Remuneration Report and the financial statements in accordance with applicable
law and regulations.

Company law requires the Directors to prepare financial statements for each financial year. Under that law the Directors have prepared the Group and parent
Company financial statements in accordance with International Financial Reporting Standards (the “IFRSs”) as adopted by the European Union. 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 the Group and of the result of the Company and the Group 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 IFRSs as adopted by the European Union have been followed, subject to any material departures disclosed and explained in the
financial statements; and

prepare the financial statements on the going concern basis unless it is inappropriate to presume that the Company will continue in business.
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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 the Group and enable them to ensure that the financial statements and
the Directors’ Remuneration Report comply with the Companies Act and, as regards the Group financial statements, Article 4 of the IAS Regulation. They are
also responsible for safeguarding the assets of the Company and the Group and hence for taking reasonable steps for the prevention and detection of fraud
and other irregularities. The Directors are responsible for the maintenance and integrity of the Group’s corporate website. Legislation in the United Kingdom
governing the preparation and dissemination of financial statements may differ from legislation in other jurisdictions.

The Directors consider that this Annual Report, taken as a whole, is fair, balanced and understandable and provides the information necessary for shareholders
to assess the Company’s position and performance, business model and strategy.

Each of the Directors who held office at the date of the approval of this Annual Report (whose names and functions are listed on pages 48 and 49 of this Annual
Report) confirms, to the best of his or her knowledge, that:

+the Group financial statements, which have been prepared in accordance with IFRSs as adopted by the EU, give a true and fair view of the assets, liabilities,
financial position and profit or loss of the Group; and

+  the “Management Report” (as defined in the Directors’ Report on page 67) includes a fair review of the development and performance of the business and
the position of the Group, together with a description of the principal risks and uncertainties that it faces.

Forward-Looking Statements

Certain statements made in this Annual Report are forward-looking statements. Such statements are based on current expectations and assumptions and are
subject to a number of risks and uncertainties that could cause actual events or results to differ materially from any expected future events or results expressed
orimplied in these forward-looking statements. They appear in a number of places throughout this Annual Report and include statements regarding the
intentions, beliefs or current expectations of the Directors concerning, amongst other things, the Group’s results of operations, financial condition, liquidity,
prospects, growth, strategies and the business. Persons receiving this report should not place undue reliance on forward-looking statements. Unless otherwise
required by applicable law, regulation or accounting standard, the Group does not undertake to update or revise any forward-looking statements, whether as a
result of new information, future developments or otherwise.

The Directors’ Report is approved by the Board and signed on its behalf by

Neill Abrams
Group General Counsel and
Company Secretary
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