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OCADO GROUP PLC
 
Bringing the Best Together: Transforming UK online 
grocery shopping, Ocado and M&S announce new joint 
venture

Highlights
 
Ocado Group plc ("Ocado") today announces the creation of a 
new 50/50 joint venture ("JV") with Marks and Spencer Group 
Plc ("M&S") that will transform online grocery shopping in the 
UK.
 
Ocado has agreed to establish a JV comprising Ocado's UK 
grocery retail business ("Ocado Retail"), supported by a new 
partnership for solutions services underpinned by Ocado Smart 
Platform ("OSP") and the provision of branding and sourcing 
from M&S. M&S has agreed to pay Ocado £750m (including 
deferred consideration) for a 50% share of the new JV with 
Ocado retaining 50% ownership.
 
The JV (trading as Ocado.com) will combine M&S's highly 
regarded branded food and beverage range with Ocado's 
existing range of Ocado own label and third party branded 
products to offer over 50,000 SKUs to consumers. M&S 
product will be available on the platform by September 2020 
(the "Switchover Date"), replacing Ocado's current sourcing 
agreement with Waitrose Limited ("Waitrose"). The new 
solutions contract will result in the JV becoming one of Ocado 
Solutions' largest partners and will provide the JV with full 
access to Ocado's proprietary technology to continue to deliver 
a compelling online grocery retail offer. In bringing the best 
together, the JV will benefit existing and new customers, 
colleagues, suppliers and shareholders.

Ocado will receive consideration of £750m comprising £562.5m 
in upfront cash and a deferred cash payment of £187.5m, plus 



interest, payable five years after completion depending on the 
satisfaction of certain financial and operational conditions. 
These conditions are based on figures that have been set 
below Ocado's current long term plans.
 
Ocado Retail generated £84.4m of EBITDA[1] in FY18 before 
the costs of commercial arrangements for services provided by 
Ocado Group. The contracts being put in place for the JV to 
receive services, including solutions services, from Ocado 
Group would have reallocated more than £50m of EBITDA from 
Ocado Retail to Ocado Solutions.
 
From the Switchover Date, the new sourcing and branding 
contract with M&S will provide the JV with M&S product at cost, 
exclusive rights to sell M&S's full range of food and beverage 
products online and non-exclusive rights to sell M&S's general 
merchandise products online. The JV will also continue to 
source its wide range of third-party branded goods. Under the 
new sourcing contract, from the Switchover Date the JV will no 
longer incur sourcing fees payable to Waitrose, which were 
over £15m in FY18.
 
The proceeds will enable Ocado Group to fund fully the 
development of all Customer Fulfilment Centres ("CFCs") 
currently committed with Ocado Solutions' partners.
 
Tim Steiner, Chief Executive Officer, Ocado, said:
 
"We are delighted that our UK retail business will become a 
joint venture with M&S. This is a transformative moment in the 
UK retail sector with the combination of two iconic and much-
loved retail brands set to provide an unrivalled online grocery 
offer. We believe that this is the best outcome for customers, 
offering even greater range, service, quality and value; the best 
outcome for our Ocado Solutions partners, creating a stronger 
platform from which to innovate and develop our unique and 
proprietary technology; the best outcome for Ocado Solutions 
with a further endorsement from another leading global retailer; 
and the best outcome for our financial stakeholders, unlocking 
the significant value embedded in Ocado Retail.
 
The combination of the qualities of Ocado and M&S will allow 
us to grow faster, add more jobs, and create more value, as we 
lead the channel shift to ecommerce in the UK. We are very 
excited by the many opportunities ahead."
 
Steve Rowe, Chief Executive Officer, M&S, said: 
 
"I have always believed that M&S Food could and should be 
online.  Combining the strength of our food offer with leading 
online and delivery capability is a compelling proposition to 
drive long-term growth. 
 
Our investment in a fully aligned joint-venture with Ocado 
accelerates our Food strategy as it enables us to take our food 
online in an immediately profitable, scalable and sustainable 
way.



 
Combining the magic of M&S Food with Ocado's leadership in 
online technology allows us to transform UK online grocery 
shopping offering customers the broadest, most innovative and 
relevant range in UK food retail with award-winning 
service.  Our partnership with Ocado will create shared value 
for our customers, colleagues, supplier partners and 
shareholders, operating with a common sense of purpose and 
values. 

This is a transformational step forward in shaping the future of 
M&S and in becoming a truly digital first retailer with at least a 
third of the business online."
 
 
Creating a platform for Ocado Retail to grow faster
 
The grocery retail sector is undergoing significant and rapid 
change as customer expectations evolve and as spending 
shifts online. The JV will be optimally positioned to meet 
consumer demands as an online shopping destination of 
choice by: 

·    Offering consumers, for the first time, the opportunity to 
buy M&S-branded product within a full supermarket 
product range

·    Providing M&S's existing 12.3m Food customers the 
opportunity to buy M&S product online with Ocado's 
high fulfilment standards

·    Covering geographies comprising 74% of UK 
households with the opportunity for growth

·    Ensuring customers have access to developments in 
the industry-leading Ocado service, including the 
potential roll-out of Ocado Solutions' new immediacy 
solution, Zoom, which fits well with M&S's well-
established convenience and prepared food offerings 

·    Continuing to be a test-bed for Ocado Solutions' 
innovations allowing it to benefit from the early adoption 
of new and evolving technologies

·    Presenting an enhanced market opportunity for Ocado 
Retail's suppliers, with strong growth prospects

 
Further validation and growth opportunity for Ocado 
Solutions
 
With more than 15 years at the forefront of innovation and 
success in grocery ecommerce, the agreements with M&S 
further cement Ocado Solutions as a global leader in the 
provision of end-to-end ecommerce grocery solutions. The JV 
is the next step in the evolution of Ocado Group's strategy, 
creating a new scale partner for Ocado Solutions, with strong 
embedded growth through a commitment on the part of the JV 
to order capacity equivalent to a further eight CFCs over the 
next 12 years. Ocado Solutions will retain the ability to test new 
technology for the benefit of the JV's customers as well as 
Ocado Solutions' partners.
 
Key Terms of the Transaction



 
Financial
 

·    Total consideration of £750m
o  Upfront cash payment at completion of £562.5m
o  Deferred consideration of £187.5m, plus interest, 

payable five years after completion on 
satisfaction of certain financial and operational 
conditions

·    Over £50m of annual EBITDA for Ocado Solutions under 
the new contracts with the JV to provide solutions and 
other services

·    Ocado will retain a 50% shareholding in the JV
·    Based on 2018 reported results adjusted for the 

contracts being put in place with Ocado, the JV would 
have had 2018 EBITDA of £34.2m, before fee savings 
associated with the replacement of Waitrose with M&S 
as a sourcing partner

·    The gross assets of the JV perimeter as at 2 December 
2018 were £164m

 
JV Governance and Management
 

·    Ocado and M&S will have equal shareholder 
representation on the Board

·    For at least five years, Ocado has the ultimate right to 
appoint the CEO and M&S has the right to appoint one 
of its shareholder directors as Chair

·    The management team of the JV, other than the CEO, 
will be appointed by the JV Board, with Lawrence Hene, 
currently Ocado's Commercial Director, being appointed 
as interim MD of the JV to lead its establishment

·    Ocado will continue to consolidate the JV in its Group 
financials

 
Completion and Timing
 

·    The formation of the JV is a Class 1 transaction for 
Ocado under the Listing Rules and is therefore 
conditional on the approval of Ocado's shareholders at 
a General Meeting expected to be held in Q2 2019 and 
other customary completion conditions

·    If Ocado does not meet its shareholder approval 
threshold, it will reimburse M&S for costs incurred up to 
that date, subject to a cap of £12m

·    The current expectation is that the Transaction is 
expected to close in Q3 2019

 
A conference call for analysts and investors will be held at 
9am:
 
Dial-in: +44 (0)330 336 9125
PIN: 6971029
 
Enquiries
 
Ocado Group plc



·    Tim Steiner, Chief Executive Officer, on 01707 228 000
·    Duncan Tatton-Brown, Chief Financial Officer, on 01707 

228 000
·    David Shriver, Director of Communications, on 01707 

228 000
·    Martin Robinson, Tulchan Communications on 020 7353 

4200
 
Centerview Partners (020 7409 9700)

·    Nick Reid
·    Hadleigh Beals
·    Fiona McHardy

 
Goldman Sachs International (020 7774 1000)

·    Mark Sorrell
·    Jimmy Bastock
·    Sara Hanlon

 
Notes to Editors:
 
About Ocado Group
 
Ocado Group is a UK based company admitted to trading on 
the London Stock Exchange (Ticker OCDO). It comprises one 
of the world's largest dedicated online grocery retailers, 
operating its own grocery and general merchandise retail 
businesses under Ocado.com and other specialist shop 
banners, together with its solutions division, Ocado Solutions.

About Ocado Retail

Online supermarket Ocado.com was established in 2000 and is 
one of Britain's leading online retailers. Delivering to over 74% 
of the UK population, every shopping bag is carefully packed in 
one of three distribution centres using in-house designed 
software and technology. Shopping is then delivered direct to 
customers using a network of regional spokes in brightly-
coloured vans.

With award-winning mobile apps for every platform, Ocado 
delivers over 50,000 products, including big-name brands, a 
range of Ocado own brand products and a growing non-food 
selection. Thoughtful service features such as colour-coded 
bags, digital receipts provided in date order, reminder texts with 
your driver's name, along with convenient hourly delivery slots 
complementing award-winning customer service on email, 
phone and social media.
 
About M&S
 
M&S is a unique retailer with a great heritage of brand values 
and customers who want to see it succeed again. M&S 
operates Food, Clothing & Home and other retail businesses 
using the M&S own-brand model, focused on delivering great 
value for money. Although primarily based in the UK, M&S sells 
into 57 countries from 1,463 stores and 20 websites around the 
world and employs 81,000 colleagues serving about 32 million 



customers. M&S is committed to a programme of 
transformation to ensure that once again M&S can fulfil the 
potential of its brand and deliver long-term sustainable, 
profitable growth to investors, colleagues and the communities 
in which it operates.
 
Persons responsible for arranging release of this 
announcement:
 
Neill Abrams
Group General Counsel & Company Secretary
Ocado Group plc
Buildings One & Two Trident Place
Mosquito Way
Hatfield
Hertfordshire
AL10 9UL
email: company.secretary@ocado.com
LEI: 213800LO8F61YB8MBC74
 
Information regarding forward-looking statements
 
This document includes statements that are, or may be 
deemed to be, "forward-looking statements". These forward-
looking statements can be identified by the use of forward-
looking terminology, including the terms "believes", "estimates", 
"plans", "projects", "anticipates", "expects", "intends", "may", 
"will", or "should" or, in each case, their negative or other 
variations or comparable terminology, or by discussions of 
strategy, plans, objectives, goals, future events or intentions.
 
These forward-looking statements include all matters that are 
not historical facts. They appear in a number of places 
throughout this document and include, but are not limited to, 
statements regarding Ocado and its intentions, beliefs or 
current expectations concerning, among other things, the 
business, results of operations, financial position, prospects, 
growth, and strategies of Ocado and its subsidiaries.
 
By their nature, forward-looking statements involve risk and 
uncertainty because they relate to future events and 
circumstances. Forward-looking statements are not guarantees 
of future performance and the actual results of operations and 
financial position of the Ocado (the "Company") and its 
subsidiaries, and the development of the markets and the 
industry in which they operate, may differ materially from those 
described in, or suggested by, the forward-looking statements 
contained in this document. In addition, even if the results of 
operations and financial position of the Company and its 
subsidiaries and the development of the markets and the 
industry in which they operate are consistent with the forward-
looking statements contained in this document, those results or 
developments may not be indicative of results or developments 
in subsequent periods. A number of factors could cause results 
and developments to differ materially from those expressed or 
implied by the forward-looking statements including, without 
limitation, general economic and business conditions, industry 



trends, competition, changes in law and regulation, currency 
fluctuations, changes in business strategy, political and 
economic uncertainty.
 
Forward-looking statements may, and often do, differ materially 
from actual results. Any forward-looking statements in this 
document speak only as of their respective dates, reflect the 
Company's current view with respect to future events and are 
subject to risks relating to future events and other risks, 
uncertainties and assumptions relating to the Company and its 
operations, results of operations and growth strategy.
 
Subject to the requirements of the FCA, the London Stock 
Exchange, the Listing Rules and the Disclosure Guidance and 
Transparency Rules and / or any regulatory requirements or 
applicable law, the Company explicitly disclaims any obligation 
or undertaking to release the result of any revisions to any 
forward-looking statements in this document that may occur 
due to any change in the Company's expectations or to reflect 
events or circumstances after the date of this document.
 
No statement in this document is intended as a profit forecast 
or profit estimate.
 
Centerview Partners UK LLP ("Centerview Partners") is 
authorised and regulated by the Financial Conduct Authority. 
Centerview Partners is acting exclusively for Ocado in 
connection with the matters set out in this announcement and 
the transaction described herein (the "Transaction"). 
Centerview Partners is not, and will not be, responsible to 
anyone other than Ocado for providing the protections afforded 
to its clients or for providing advice in relation to the 
Transaction or any other matters referred to in this 
announcement. Apart from the responsibilities and liabilities, if 
any, which may be imposed on it by the Financial Services and 
Markets Act 2000, Centerview accepts no responsibility 
whatsoever and makes no representation or warranty, express 
or implied, as to the contents of this announcement, including 
its accuracy, fairness, sufficiency, completeness or verification 
or for any other statement made or purported to be made by it, 
or on their behalf, in connection with Ocado or the Transaction, 
and nothing in this announcement is, or shall be relied upon as, 
a promise or representation in this respect, whether as to the 
past or the future. Centerview Partners accordingly disclaims to 
the fullest extent permitted by law all and any responsibility and 
liability whether arising in tort, contract or otherwise (save as 
referred to above) which it might otherwise have in respect of 
this announcement or any such statement.
 
Goldman Sachs International, which is authorised by the 
Prudential Regulation Authority and regulated in the United 
Kingdom by the Financial Conduct Authority and the Prudential 
Regulation Authority, is acting exclusively for Ocado and for no 
one else in relation to the Transaction and will not be 
responsible to anyone other than Ocado for providing the 
protections afforded to its clients or for providing advice in 



relation to the Transaction or any other matters referred to or 
described in this announcement.

[1]Adjusted to exclude Fabled, which is not part of the JV perimeter

This information is provided by RNS, the news service of the London Stock Exchange. RNS is approved by 
the Financial Conduct Authority to act as a Primary Information Provider in the United Kingdom. Terms and 
conditions relating to the use and distribution of this information may apply. For further information, please 
contact rns@lseg.com or visit www.rns.com.
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