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Glossary How we performed in FY20"

Group revenue Operating loss
up 15.9% reduced by 70.8%

UK Adjusted Group Adjusted

EBITDA EBITDA
up 7.0% increased by 53.6%

“FY20is defined as the 12 months ended 31 March 2020.



FY20 Operational highlights

Commenced roll-out of One AO model across the
Group to scale the businesses in our eco-system

Achieved UK MDA growth of 9.1% year-on-year
Renewed focus on evolving the customer proposition

Maintained exceptional Net Promoter Score results
across all territories

Operational changes made in German business
provide confidence in journey to profitability

Closure of operations in the Netherlands

New plastics plant built, and operationalinits final
phase of testing and commissioning

Our investment case

The key ingredients and
what makes us stand out
fromtherest

Our compelling customer proposition
e Our eco-system of expertise and services
e Our customer relationships

° See pages4and 8

2.

Our scalable business model and
growth opportunities
e One AO approach and our business model

e Ourstrategy
° See pages 22-23 and 30-35

©

Our amazing culture
e The AOWay

Q See pages 6-7

Our resources and relationships

® Ourkeyinputs and partnerships
with our suppliers

° See page 9

5.

Our leading position in the online
electrical market
e Market share

e [uture outlook
Q See pages 24-29
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AO
Let's go!

We are a leading online retailer,
selling electricals in the UK and Germany,
and delivering them with amazing service

via our in-house logistics network.

In 2000 we started by selling white goods, big items like fridge freezers, cookers and
washing machines. We now sell all kinds of electronics across the following categories:
major domestic appliances, small domestic appliances, audio visual equipment, computing,
mobile, gaming and smart home technology; we now sell over 8,500 different products on
ao.com to millions of happy customers. We also install and offer financial services on
these products, insure them and even recycle old ones.

02 | AO World Plc
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To be the global destination for electricals

Our
strategy

Our strategy is to focus on being brilliant for our customers
to make us the destination for everything they need, in the simplest
and easiest way, when buying electricals.

e Read more about our strategy on pages 32 - 35

We are bold, smart, driven, fun and caring

° Read more about our values on page 7

We keep it simple, we treat every customer like they’re our gran and make decisions
our mum would be proud of. Our team care passionately about
doing the right thing and so we empower them to make great decisions.

° Read more about the AO Way on page 6

AO World Plc o 3
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Our eco-system of expertise and services

Our eco-system is a range of our expertise and services - from across retail,
recycling and logistics through to financial services, trade and new business
streams. Our customers are at the heart of everything we do and that’s why we
are constantly evolving our eco-system to meet market demand and ensure
we achieve our mission. It’s not about what we do though, it’s how we do it.

° See pages 30-31to see howwe doiit

A
(|

Retail

Our main capability: selling

electricals, and selling them well.

From fridges and freezers, laundry products and dishwashers, to
smart tech, computing and TV and entertainment. We sell over
8,500 products on our multiple e-commence platforms, allat a
competitive price. Following the acquisition of mobilephonesdirect.
co.ukin December 2018 and the launch of AO Mobile during FY20,
our mobile offering now includes network contracts and SIMs.

©

Financial services

Product protection plans and

customer credit products.

We work with Domestic & General (the UK's leading specialist
warranty provider) to offer our customers a product protection
plan to provide them with the peace of mind that their new
product could be repaired or replaced if required. We promote
arange of credit products with a competitive general credit
product offering at 19.9%, but also use 0% interest free offerings
and buy now pay later for promotional purposes; we ensure
adherence to responsible lending practices and provide simple
and clear finance options for our customers.

Rental

A rental proposition where customers

can rent products for just £2 a week.

We believe that everybody should have access to reliable, quality
electricals and we are on a mission to make it affordable. As part
of our rental trial, a monthly payment of £8.67 includes delivery,
installation and the recycling of an old appliance and on top of
this, we'll always repair or replace the product if something goes
wrong. It’s also free and easy to cancel a contract at any given
time.

4

Recycling

Our purpose-built, state-of-the-art WEEE (Waste
Electrical and Electronic Equipment) and plastics
recycling facilities in Telford.

Bertha (our WEEE recycling facility) is capable of processing
fridges and other large domestic appliances responsibly and
correctly. As the biggest WEEE recycling facility in the UK, we can
recycle around 700,000 appliances every year; almost a quarter
of the UK'’s total. Our new plastics facility will allow us to sort the
output from Bertha for reuse or resale.

)

Retail

Financial
services

Recycling

04 ‘ AO World Plc
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International

Multimedia

Our in-house multimedia team produce

our diverse website content and other

Company communications.

Our team are able to add value for both our customers and
manufacturers by telling product stories brilliantly. An example
of some of this content would be our fantastic how-to videos:

a step-by-step guide on how to install and correctly and
effectively use one of our products.

@

International

Our ability to scale our eco-system

and operations.

We can do this because, for example, our products, the methods
of online shopping, digital marketing and delivery processes and
systems are fundamentally the same in all territories. Further, all
customers desire a great digital journey and proposition. When
the time is right, we will leverage our UK resource and expertise
to grow into other European territories at a relatively low cost.

B

Logistics

Our in-house logistics network.

Comprising three distribution centres, with a total of over
800,000 square feet, 17 delivery depots and around 500 trucks
and 200 trailers, we are able to offer nationwide delivery seven
days a week with dynamic timeslots and next day options. Our
delivery service doesn’t stop there: from the basics of unpacking
and inspecting customers’ products, to complex gas cooking
and integrated installations - we go the extra mile.

B2B

Our business-to-business offering.

We support large companies, schools, large landlords,
housebuilders and charities. We have formalised our B2B offer
with a dedicated website and specialist teams, built up of
agents and account managers with a deep understanding of
the markets they serve to support complex orders and offline
queries.

AO World Plc o 5
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Our resources and relationships
that allow us to deliver our eco-system

Culture and
talent

AO World Plc

06 |

Our AO “Let’s go” culture is
how we deliver for customers.

Our excellent 4.7 star Trustpilot rating and NPS
results don't just happen by accident, nor do our
expanding eco-system and competencies. Behind
every happy customer is around 3,000 AQers,
across two countries. Together, we relentlessly
strive for a better way.

Our ambition is to be a business that:

® inspires its people through great leadership,
creating trust and accountability to deliver
exceptional results as One AO;

® enables our people to collaborate and innovate,

supported by the right information and tools to
do their job; and

¢ empowers people to thrive by creating an
inclusive environment where people feel they
belong and can be their true selves.

We share clear line of sight on our ambitions and
priorities. We empower people to make the right
decisions that would make their mums proud.

Annual Report and Accounts 2020

We inspire our people to be bold and give things a
go without being frightened of making a mistake.
We believe we learn best through the experiences
we have - if we don't try something different, we will
never move forward. We believe in coming to work
with an open mind, to create new opportunities.
We provide the right environment for smart ideas,
thinking in unconstrained ways. We motivate our
people to be driven and to never give up. We see
every obstacle as a chance to pursue a better
way. We act with pace; we do today what can be
done tomorrow. Winning as a team is what makes
our business fun. We treat every customer like
they're our gran, to ensure our customers are the
happiest, and we take pride in our work to deliver it.

Itis the combination of all these factors and

the alignment of our people to our purpose, values,
business strategy and priorities that creates

our AO “Let’s go” culture. This makes us stronger
and more resilient as a business, supporting our
continued growth and making us an unstoppable
force.



AO is a trustworthy smile in a world of
uncertainty. Striking a perfect balance
between certainty and creativity,

we don’t just nail the basics (great
products, prices and service, all reliably
delivered), we also challenge stuffy old
convention. We're taking on the bland,
the boring and the faceless, to offer a
better, braver kind of customer service.
We're relentless. Spirited. Full of beans.
We’re always seeking out new

ways to fix broken things and make
them brilliant.

But we’re also here to make a difference.
Helping customers by transforming our
world into something better, one brave
new idea at a time.

"Our values
are the foundation
of our Let's go
culture"”

Just like our purpose, our
values are what makes us such
a special business. They shape
how we live by our purpose,
and guide us to achieving our
goals the right way. Our values
don’t exist in isolation: they are
a collective. They form a very
compelling story.

Bold:

We have always been Bold from day one. We

dare to be different and we thrive in a seriously
competitive sector. Still, we don’t follow trends: we
setthem.

Smart:

To make our bold aims work we're Smart - anyone
can promise the earth but we aim to find a way to
dowhat looks impossible. We admit our mistakes
and learn.

Driven:

To turnimpossible-sounding ideas into reality you
have to be Driven. Things may get tough be we've
never done anything just because it’'s easy.

Fun:

Doing challenging things with like-minded people
iswhat gets us out of bed and give our best. That's
what makes AO a place where you can really

have Fun.

Care:

Underpinning everything is the way we Care.
About people, about our work and about building
something that really makes a difference.

AO World Plc 07
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Our resources and relationships
that allow us to deliver our eco-system continea

For 20 years we’ve been there when customers
have needed us. Once they’ve shopped with AO,
they come back again and again.

HAPPINESS SCORE"
94
92
90
88
86
84
AO.COM ON SOCIAL MEDIA 82
TRUSTPILOT 80

Sep 17 Dec17 Apri8 Jul18 Oct18 Feb19 May 19 Aug19 Dec19 Mar 20

+150k 4.7[5 TOur quality team ask our customers to describe in one word how they rate their experience on the
reviews av. rqting phone with our people. These responses are then categorised into “Exceptional, Happy, Indifferent,
Unhappy” and turned into a score so that we know where we're getting it right for customers and where

EACEBOOK we need to improve.

+1 .8m +4.0m NET PROMOTER SCORE"

followers impressions* Fy20

"I think our NPS scores and customer

retail stores have had to close, we

+66k +27k . . have been able to continue providing
followers impressions* UK average including MPD

(FY19: 85, UK average
INSTAGRAM (excluding MPD))

vital products and services to all our
customers. I'm sure we will emerge
from this crisis as a stronger business

+31k +34k 8 9 with a powerful customer-focused

followers impressions* and trusted brand.”

0 e 8 3 feedback speak for themselves. While

*Data during w/c 23 March 2020. Impressions are Germany average

defined as the number of times a social media (FY19: 89)
postis viewed in users’ social media feeds.

AO employee, Covid-19 survey

A NPS is aindustry measure of customer loyalty and satisfaction.

UK CUSTOMER* BASE
UK CUSTOMERS: (000s) UK NEW CUSTOMERS VS REPEAT CUSTOMERS: (%)
8,000 I Y 60%
7000 @ New customers oo
B Repeat customers LT
6,000 - Repeat % o |
2 ° — 40%
5,000 -
30%
4,000
3,000 20%
2,000 10%
1,000
0%
0 Ql @2 Q3 Q4[Q1 Q2 Q3 Q4|Ql Q2 Q3 Q4 [Q1 Q2 Q3 Q4 |Q1 Q2 Q3 Q4 |Ql Q2 Q3 Q4
FY15 FY16 FY17 FY18 FY19 FY20 2015 2016 2017 2018 2019 2020

* A customer is defined as an individual customer who has purchased through us via ao.com

08 ‘ AO World Pic
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Infrastructure
andIT

In the UK, our market leading
logistics-as-a-service solution
delivers millions of products a year,
nationwide, seven days a week, to
customers on behalf of AO’s retail
business and a growing number of
third-party retail clients.

Our scalable delivery network operates from our “hub”in

Crewe, comprising three distribution centres with a total of over
800,000 square feet of space, and via our network of 17 delivery
depots across the UK.

The services we offer to the end customer are broad; from the
basics of unpacking and inspecting customers’ products, to
complex gas cookers, American side-by-side fridges, integrated
appliance installations, hanging TV's on walls and the removal
and recycling of old appliances.

A number of third-party retail clients are now choosing to use
our market-leading two-man delivery service to offer a speedy
and reliable service to their customers. We are able to provide
them with control over when, how and where their products

are delivered via our fully integrated end-to-end platform. Our
modular service offering allows third-party clients to choose
from arange of other services we provide, such as returns
processing, storage and back haul services, to suit their needs.

We operate a similar modelin Germany: we currently have a
distribution centre in Bergheim and a number of outbases and
customer service centres across Germany.

Our core technology systems are a mixture of best-of-
breed commercial off-the-shelf and modern custom-built
components. This affords us aloosely coupled, highly
configurable enterprise technology estate that is resilient
to changes in demand and easily adapted as business
requirements change.

Systems are well integrated with our key suppliers, with a
shared ownership model for integrations. We regularly work with
suppliers to improve integrations at both sides, offering advice
and support on best practice.

We utilise Cloud services in various forms, for speed of delivery,
lean cost profile, enhanced security and outsourcing of
specialist infrastructure maintenance and support.

Through our product team model we can quickly and safely
evolve our front end platforms to be bestin class.

Supplier
relationships

As we continue to diversify and leverage our expertise in the
UK, our supplier relationships have broadened and we have key
relationships with:

e the manufacturers and distributors that supply products
tous;

e our delivery providers ranging from national organisations,
(e.g. DPD and Collect+) to whom we outsource deliveries of
smaller products, to individual contracted drivers and small/
local businesses who provide the two-man home delivery
service for our MDA products);

e third-party providers of significant plant and infrastructure
(particularly in our recycling business and IT systems);

e Mobile Network Operators; and

e Domestic & General, for whom we provide product
protection plans as agent, and our credit provider finance
partner, NewDay, for whom we also act as agent.

Our belief is that both we and our suppliers benefit the most
where we have long-term mutually supportive relationshipsin
place; we recognise that driving a fair bargain rather than a
hard bargain will build long-lasting and fruitful relationships.

We are careful to listen to the concerns of all suppliers and act
accordingly. We have regular meetings at both operational
and strategic levels with key suppliers and put in place clear
service level agreements to ensure suppliers have a good
understanding of, and are able to meet, our expectations.

This may manifest itself differently across our business

units; for example, manufacturer suppliers supporting the
formalisation of our B2B offering or the collaborative approach
undertaken with the supplier for the design and build of our
recycling and plastics plants. Our relationships with them are
extremely important as we seek to develop new opportunities,
driving value as part of a two-way relationship.

AO World Plc o 9
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Customer testimonial

"The best ever!!
I had my brand new
washing machine
perfectly delivered
and installed only
18 hours after
orderingit-Ican't
fault a thing!"

Barry
An AO customer






Chairman’'s statement

FY20 has been a year of change and transition
for AO. A fundamental review of the business,

its objectives, business model and culture was
conducted at the start of the year following John
Roberts’ reappointment as CEO. Although this
confirmed no material change in AO's overall
strategy, its execution has been pursued with
greater clarity and renewed vigour. As a result, AO
has had a successful year and has made strong
progress against its four immediate strategic
priorities as John sets out in his letter.

Group revenue increased by 15.9% to £1.05bn with
UK revenue up 20.3% to £901.6m. UK performance
was driven by areturn to growth in the engine of
our business, MDA, where we achieved our target of
double-digit growth in the final quarter of reporting
period at 19.9% year-on-year. We made significant
progress inimproving the breadth and usability

of our retail experience, attracting and retaining
more and more customers as they experience a
better experience of shopping through the AO
Way. Our performance is particularly pleasing as,
prior to the impact of coronavirus towards the

end of the reporting period, the MDA market was
broadly flat year-on-year.

Following the appraisal of our European operation
at the beginning of the reporting period, we began
to reposition our German business and have made
significant progress in our journey to profitability.
However, to allow management to prioritise

and focus onimprovements to performance in
Germany we took the tough decision in November
2019 to close our operations in the Netherlands.
This was no reflection on our teamin the
Netherlands who remain a credit to AO and there
is nothing to preclude us from returning to this
territory if appropriate.

From this repositioning, Europe revenue reduced
slightly by 4.6% year-on-year to €165.4m. However,
we made substantial improvements in our gross
margin in Germany which, in the second half of the
reporting period, was 4.0% compared to a gross
loss in the first half of 07%.

Cost ratios in Germany also improved following
implementation of our One AO model whichis
focused on ensuring that allemployees, across all
parts of AO, behave as one and operate efficiently.
This centralised approach only devolves functions
to local operations where necessary, ensuring

no duplication of costs. It also creates a scalable
model for growth, providing consistencyin
operations and standards. Its benefits are already
being exploited throughout the Group.

Group Adjusted EBITDA for the period improved by
53.6% to £19.6m (2019: £12.8m). In the UK, Adjusted

EBITDA increased 7.0% to £40.8m, and our Europe
business reduced losses by 13.2% to €24.2m.

The final few weeks of this financial year were
extraordinary. The impact of the coronavirus
pandemic posed significant operational
challenges to the business. We experienced

high levels of demand, akin to Black Friday, as
the market for electrical items migrated almost
completely online overnight. Our UK and German
teams navigated these challenges well, ensuring
at alltimes that the safety of our people and

our customers remained our top priority. We
adapted our services and invested to ensure social
distancing, and enhanced safety measures to
protect our people in front line operational roles,
while prioritising services to the most vulnerable
members of society. Despite the challenges we
faced, we take confidence from our consistently
high Net Promoter Scores, which illustrate the
attractiveness of AO’s proposition to customers,
and will continue to drive our growth.

15.9%

increasein
Group
Revenue

UK revenue up

20.3%

As covered in John's report on page 15, cash
conservation was a key focus for us in the year
under review and I'm pleased that we have
reduced cash outflow and by year end were

cash generative! Shortly after the year end we
refinanced our £60m Revolving Credit Facility and

£20m Term Loan, which were due to run until June European
2021, into a new £80m Revolving Credit Facility. Ad]usted
With our current headroom on this new facility and EBITDA losses (€)
Croup cash resources, we are well-funded.

reduced by

In this year of transition, the Board focused its
attention onimmediate business priorities. With
the retirements from the Board of Brian McBride (in
July 2020) and Jacqueline de Rojas (in September
2020), we expect in time to make further Non-
Executive Director appointments.

13.2%

We closed the year in a good position, as actions
taken to strengthen the business flowed into our
financial results. We thank our teams across the
business for the culture they live and breathe every
day; its value has shone through, particularly over
the last few months as our people have shown their
dedication to AO and worked tirelessly to overcome
the challenges presented by coronavirus and to
continue to deliver for all our customers. Although
we now face uncertain macroeconomic conditions,
AO’s business model means that we are prepared
and well placed to continue to serve our customers
asthe trend to digital accelerates.

You will see in our Directors’ remuneration report
that, subject to shareholder approval, we are
seeking toimplement a Value Creation Plan
inwhich allemployees of the Company will be
rewarded for creating exceptional value. As

Luisa D. Delgado (Chair of the Remuneration
Committee) states, we believe that such an
innovative all-employee model reflects the unique
and collaborative culture at AO, and its core role at
the heart of our business; it will help galvanise the
team and drive the business further forward.

Ilook forward to the Croup’s progress over the
coming year and believe we have some very
exciting times ahead.

'Cash generative on a Group
Adjusted EBITDA less debt
repayment, interest, taxes

hly sh f
Geoff Cooper and monthly share o
R annualised capexonarun
Chairman rate basis by the end of the
13 July 2020 March 2020 financial year
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"A year of
change and
transition.”

Geoff Cooper
Chairman




“"The One AO model and
eco-system is a structural
advantage when we
leverage it effectively.

I'm delighted that the
whole business is now
more focused than ever
on customers, innovation
and growth."

John Roberts
Founder and Chief Executive Officer




Chief Executive Officer’s strategic review

The AO of today is very different from the AO of my last report.
FY20 was about getting fit for purpose and focused. I'm
pleased to say that we have made substantial progress during
the year against our four key objectives and continue to do so
into FY21. In the last few weeks of FY20 the world changed.

When the Covid-19 pandemic hit, our mission was
to protect our people, continue to deliver safely
to customers and, in turn, protect the business.
I'm grateful to everyone at AO for the incredible
efforts they made to do that.

We played an active part in keeping families
plugged in and powering on through lockdown.
Online retail became allifeline to get essential
products to customers during a national crisis,
which I believe has accelerated customer
adoption of online over this relatively short period
of time. It's a road we've been building for two
decades as a business, and circumstances mean
more customers have experienced our AO service.

We closed the financial year in good shape.

On many levels, we went back to basics,

bringing clarity and leadership to our business
fundamentals across the Group. The One AO
model (explained in more detail on pages 22 and
23) and eco-system is a structural advantage
when we leverage it effectively. I'm delighted that
the whole business is now more focused than ever
on customers, innovation and growth.

We reorganised all of our core competencies, with
the first principle being to build expertise at the
centre and only devolve locally where necessary.
We had to say goodbye to some AOers in the
process including our team in the Netherlands.
This was not easy and I thank them for their
contribution.

The One AO approach will, at the right time, mean
that we can enter new markets quickly and with
amuch lower barrier to profitability and success
rather than rebuilding in each new market.

We have increased our tech investment by £2.4m
during the year, restructuring it around product
teams to create deep expertise on key elements of
the customer journey. This reorganisation required
leaps of faith and trust from our teams. I want to
thank them for the way that they have responded.

There have also been leaps of faith required

from our brand partners to fix some of the
fundamentals as we centralised, particularlyin
our German operations. Iwould like to thank them
all for their faith in us, which I'm confident will be
repaidin spades.

The past few months have deepened these
relationships and the trust that our brand
partners, our customers - existing and new, and
our people have in our business. They all know the

AO smile is so much more than alogo. It’sin the
tough times, not the good, that trust is tested and
strengthened.

While Covid-19 has undoubtedly accelerated sales
through a forced migration to online, we came into
March having already made significant progress
on the fourimmediate strategic objectives for the
year: double-digit UK MDA growth, accelerating
the journey to profitability in Germany, being cash
generative,' and leveraging our eco-system further
through our One AO approach.

j10day 016230435

Iam pleased to report that our goal of double-
digit MDA growth was achieved during the final
quarter of our financial year, a momentum
which continues. Profitability in Germany is now
a question of when not if, and by the year end we
were a cash generative business' on arunrate
basis. We delivered a strong peak trading period
in Q3 in both the UK and Germany with that sales
momentum continuing into Q4.

This was against a backdrop of the issue of Brexit,
which up until the outbreak of Covid-19 had been
the major source of uncertainty for business and
the economy more widely.

AO Finance launched in August offering a market-
leading rolling credit facility giving more customers
access to essential products through affordable
finance. Meanwhile, AO Business has been building
and developing its pipeline and I am particularly
pleased with its progress. AO Business is now
asupplier to 19 Housing Associations, roughly
10% of the UK’s social housing stock, and we

are making significant inroads to the student
accommodation and hospitality sector where we
have been successfulin winning a number of new
tenders. Similarly, we have made real progress in
the housebuilders sector, which despite Covid-
related shutdowns, remains a key growth area
over the medium to long term where there is

pent up demand from time-pressed developers
for a 21st century proposition. Strong deals in
MobilePhonesDirect mean we're delivering on the
promise of better value, choice and service to
customers inthe UK market.

' Cash generative defined
as on a Group Adjusted
EBITDA less debt
repayment, interest, taxes
and monthly share of
annualised capexonarun
rate basis.

As an industry, retail has had a significant impact
on people’s lives. When we're ambitious for our
customers, we also make a positive contribution
to our communities. We have to show initiative and
do the right thing, and never more so than when it
comes to the environment.

AO World Plc
Annual Report and Accounts 2020

15



Chief Executive Officer’s strategic review continued

AO’s new plastics recycling plant is operational,
albeitinits final commissioning phase, while our
existing facility processed its millionth fridge
during the year. Anindependent report by
Anthesis showed that our fridge recycling plant
was the only one meeting UK standards for
collecting harmful gases. We'll continue to invest
inwhat's common sense as well as business
sense. And we're looking forward to the day that
we're selling a new appliance made from the
raw material of old ones we've collected from
AO customers.

Theresults of the rental trial have been promising.
We started from the premise that if we make it
fair and affordable then people would support
our offering. That has broadly proven to be true.
Over half of households who have joined the trial
reduced their arrears to the housing association -
and over half had happier households.

We remain ambitious about the rental opportunity
albeit its current scale is small while we learn. We
are working to expand our arrangements with
housing associations to be able to deliver this at
scale. Itis frustratingly slowin truth but I'm hugely
proud of the progress we have made when most
would have given up. Another example of the AO
Way in action.

Looking forward to the next financial year,
predictions are dangerous but I believe the values
and principles that guide our thinking will position
us well for the opportunities and challenges that

arise. It will be a year of uncertainty with seismic
changes in customer behaviour, arecord fall
expected in GDP and a potential hard Brexit

in December.

We have faced significant costs to reorganise

our operations to make sure our people and
customers remain safe. That said, constraints
also drive creativity and innovation; we have

been quick to adapt and reinvent to enable us to
simultaneously incorporate less efficient methods
and scale to meet increased customer demand.

I'm so proud of the teams’ ability to do this

without missing a single day of deliveries. They are
certainly people that live the AO Way and make
things happen. The business has a winning mindset
focused on growth, and not standing still. We'll
carrythe momentum through too: treating every
customer like our gran and, in turn, making our
mums proud.

AO is a business built to deliver change and a
better shopping experience. We've spent the
past 20 years disrupting the retail sector in

the passionate belief that what we do makes

a difference to people’s lives. More and more
customers are putting their faith in us. And it
has never been more important that we deliver,
brilliantly, for them.

John Roberts
Founder and Chief Executive Officer
13 July 2020

‘ AO World Plc
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Customer testimonial

Just wanted to reach out and
compliment a member of your
team. Had occasion this morning
to speak with Youseff a member
of the Customer Service Team in
connection with anissue relating to
an appliance recently delivered (the
details are irrelevant and it's being
dealt with). Youseff was empathetic
to my problem, gave advice and was
a credit to the AO business.

Today people seem keen to criticise
and more than a little reluctant to
give credit when that is due. Often
when things aren't quite what we
expect the reaction is more important
than ever and given my recent
experience I wouldn't hesitate to
recommend AO to others and will
certainly be a returning customer.

Thanks to Youseff and the team as
this would appear to have a very
positive culture that is a credit to AO."

Alex
An AO customer




Q How has the return to double-digit
®sales growth in MDA, the engine of
your business, been achieved?

A Essentially, it's due to our refound growth

® mindset and a reignited obsession on
our customers. Throughout AO’s history we have
focused on doing the right thing for our customers:
to make their journey brilliant and to be relentless
in our obsession to constantly improve our services
by driving innovation, change and disruption. We
believe we can always be better.

Itis this mindset that will attract the best talent
and ensure our brand partners continue to
support us. The output of it should encourage
more customers to trust AO with their hard-earned
cash. There's no single project or one silver bullet,
rather a constant way of thinking and ideas that
are “customers first” and a culmination of effort
across the business.

We are starting to get real traction on the
initiatives that we launched during the reporting
period. We invested to remove friction in the
customer journey and have driven the levels of
repeat and recommendation sales using, for
example, social media and allowing influencers to
tell our story for us in an authentic manner. There
will be more to come in FY21 as we continue to
invest in our proposition.

What actions have been taken to
® address theissuesin your German
operations and how much more is
tocome?
A During the year we completed most of
® the heavylifting needed to resolve the
keyissuesin our German operations. During the
first part of the year we amended our pricing
policy so that we were no longer driving sales at
the expense of margin. Critical to this was ensuring
that we had the long-term support of our product
manufacturers in the territory. We needed to inspire
them to believe in our ability to replicate what we
have achieved in the UK for our customers and to
continue to support us. I'm pleased to say that our
meetings with them were extremely positive and
that we were able to restructure our buying terms
with the majority of our manufacturer partners.
Clearly this will be an iterative process, but the

with John Roberts, Founder and Chief Executive Officer

benefits started to impact in January this year and
represent a step change in the contribution to our
overheadsin Germany.

We also centralised reporting lines and
responsibilities as we rolled out our One AO
approach, leveraging the skills, knowledge

and expertise of our UK teams into Germany,
particularly in our e-commerce, marketing and
logistics disciplines. Under this approach we
can mirror and build our business using our UK
platform creating a scalable model for growth.

The impact of these actions means that we are
confident that it is now a case of when Germany
will be profitable, not if. As we continue our road
to profitability, we are working to ensure that our
German customers receive the same excellent
proposition and journey as in the UK. This doesn’t
need to be reinvented, it can be repeated easily
through leveraging the knowledge and system
capabilities we have built in the UK over 20 years
through our One AO approach.

Similarly, we do not need to rebuild the intelligence
of our logistics infrastructure and disciplines. We
need to ensure that we have the correct level of
overhead in place to execute our strategy. We've
made great progress already and as sales volumes
increase and we hone our delivery proposition we
willimprove efficiencies in our German logistics
network.

With these constituent parts in place we will

then leverage our core e-commerce and digital
marketing expertise to drive the right volume of
customers to experience the AO Way in Germany.
These customers will then repeat purchase and
recommend our service just as they continue to do
inthe UK.

What have you done to achieve
e underlying cash generation?
We have improved the growth of the UK
® business allowing us to leverage our cost
base and so increase profits. In Germany we have
reduced our run rate of losses through the actions
described above and we would expect these to
help stabilise working capital outflow as our trade
creditors move towards industry norms.

AO World Plc
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Q Following the decision to close the
o Netherlands operation, how can

you be confident that AO will be

able to scale internationally?
A Our decision to close the Netherlands

@ operation was taken not because we didn’t

think the proposition could work, but because we
simply did not have the management bandwidth
tofix the issues at the same time as focusing our
efforts in our German operations. So, we took the
decision not to continue to incur additional losses
in this territory at the price of fixing our German
operations and embedding our One AO approach.
During the closure of our Netherlands operations
our team continued to live our values and represent
the AO Way; there is nothing which precludes us

from returning to this territory when the time is right.

One of AO’s key advantages is its ability

to scale because the products we sell are
fundamentally the same in all territories, the global
manufacturers are the same in all territories and
the methods of shopping online are the same as
are the digital marketing methods for reaching
customers. Equally, warehousing and delivery
processes and systems are the same. I have yet
to meet a customer who doesn't love a brilliant
friction free customer journey, who wants to pay
more than they have to or wait longer than they
need to for a brilliant delivery experience.

We chose Germany as our first step into Europe
becauseitslocationis a springboard into future
territories, and we are now starting to model what
this may look like. For example, we won't need to
create vast additional marketing, e-commerce or
IT teams locally; we will use our central UK resource
and alarge part of our logistics operations can
leverage UK capabilities and systems with only
physical infrastructure and a limited number of
people required locally.

What is One AO and how does this
@ impact your operations?
A A vertically integrated business is only
@ of anyvalueif allits parts are stitched
together beautifully with a culture of working
together. This means that it is able to adapt and
scale at pace very efficiently.

Thisis One AQ. It is about all employees, across all
parts of AO behaving as one business. It's about
all AOers making decisions which will serve our
customers brilliantly and benefit the whole Group
while at the same time thinking about the long
term and finding the most efficient way.

One AO provides a centralised model that only
devolves locally where necessary, therefore
ensuring that we do not duplicate costs
unnecessarily. We invest centrally in technology
to create platforms that local markets and
categories can leverage at very low incremental
cost and the customer journey should be broadly
consistent in all markets as are the products.

Q Are you pleased with the
e integration of MobilePhonesDirect
and how large is the Mobile
opportunity for AO?
A We remain hugely excited by the
® opportunity that Mobile presents,
especially given the recent and significant
changes in the market. We believe that the closure
of alarge bricks and mortar retailer illustrates
that customers need less and less support as
they become more and more tech savvy and this,
coupled with the increasingly homogenised nature
of the product, means that the value that a store
could add to some customers should, we believe,
continue to diminish. Indeed, during Covid-19,
we have seen rapid adoption of online mobile
purchases in older demographics which have
previously been fulfilled via store-based retailers.

Culturally, we are very pleased with the integration
of MobilePhonesDirect into the AO business.
However, other aspects have been frustratingly
slow. Although mobilephonesdirect.co.uk will
remain as a price-fighting brand with the Group, we
plan to interlink/interconnect it with ao.com and
leverage AO’s online finance package across the
brands. However, this has been a bigger task than
envisaged and so we anticipate that the benefits
of this will only begin to materialise during the 2021
calendar year.

It’s still relatively early days for the
mobilephonesdirect.co.uk business within the AO
family but we are very pleased with its performance
and the opportunity it presents. During the year

we have cemented strategic partnerships with the
networks, choosing to work with fewer so that we
can offer our customers the right propositionin a
sustainable way. Going forward we will look to drive
value for our customers through speed of delivery
and handset affordability.

Q Following the measures
@ introduced to contain the
Covid-19 pandemic, the market
for electrical products migrated
to online almost overnight. How
much of this migration do you
think is a permanent shift?
A When bricks and mortar retailers were
@ forcedto close their doors, the only
option for customers to buy electrical products
was online. We experienced a material increase
in demand across our major MDA, SDA, AV,
Computing and Mobile categories, attracting
new customer demographics who experienced
AO’s service for the first time - for example, new
customers over the age of 65 have increased by
over 100%.

As lockdown measures start to ease, the
permanency of the shift to online is uncerta