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How we performed in 2018/19
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© Group revenue up 13.3% -

£05.2)m

Operating Loss reduced by 6.5%

£2/4m

UK Adjusted EBITDA up 20.9%

£O0.4)m

Group Adjusted EBITDA losses
reduced by 87.6%

Operational Highlights

— Successful acquisition of Mobile
Phones Direct Ltd

— Maintained exceptional customer
service whilst growing volumes and
focusing on developing new
competencies

— Building of new plastics plant
underway

Our purpose Is to
have the happiest

customers by

relentlessly striving
for a better way.
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“0 ataglance.
. Who we are

aNnd how we
WOrK.

We sell electricals in the UK,
Germany and the Netherlands
and deliver them via our
in-house logistics business and
carefully selected third parties.
We serve our customers
brilliantly, guided by a simple
philosophy of treating every
customer like they are
our gran. This even applies
to our growing trade

(B2B) business.

We also provide ancillary
services such as the
installation of new and
collection of old products and
offer product protection plans
and customer finance. Via our
state-of-the-art facility we are
also able to carry out the'
recycling of appliances that
have reached the end of
their lives.

We have a unique and vibrant
culture where we make our
decisions based on what would
make our mums proud and a
team of people who genuinely
care more about our business

and its customers.

AO World PIc
Annual Report and Accounts 2019
2



Where we operate

We operate across three countries:
the UK, Germany and the Netherlands,
offering a broad range of electricals
and related services.

See page 49 for further information
on the trends, insights and opportunities
in our markets.

Our scalable business model
Our business model is the result of years
of expertise and investment in delivering
the best service for our customers. This
has resulted in the development of core
competencies which provide us with a
platform for the execution of our purpose:
to have the happiest customers by
relentlessly striving for a better way.

Our business model and proposition is
scalable and provides us with the ability
to enter new countries and verticaily
integrate our supply chain where we can
leverage our core competencies.

See pages 28 to 30 for further information
on how we create and capture value.

Our strategy

Customers

Drive and differentiate a customer-first
proposition through innovation

Competencies

Build and leverage structural
advantage provided by our eco-system
("the AO Way")

Culture
Inspire and develop our people to enable
our success

These strategic pillars will be applied
throughout all countries in which we
operate.

See pages 20 to 25 for information on
progress against our strategic objectives
and how our culture is driving us forward.

Our investment case:
1. A leading position in the
online electricals market

2. Compelling customer
proposition

3. Control of the end-to-end
customer experience

4. Strong culture

5. Multiple growth
opportunities; an eco-system
we can leverage “the AO Way”

AQ World Pic
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- AO World Pic

- Moving Into

 mobile makes

sense: people live
thelr lives
through their
ohones.

We have acquired

Mobile Phones Direct
Mobile Phones Direct (MPD) has grown to
become one of the UK's leading online mobile
phone retailers offering contracts with each of
the four major networks in the UK as well as
providing handsets from all the leading brands
and a range of associated services including
trade-in and mobile phone insurance. The
business currently operates two online
brands, mobilephonesdirect.co.uk and
smartphonecompany.co.uk.

MPD’s mission is to become the UK’s leading
online destination for mobile, by making it easy
for customers to compare and buy the best deals
on all the latest smartphones. The relentless focus
on customer experience has led to numerous
awards within the mobile phone industry,
including most recently the “Best Online Retailer”
at the Mobile News Awards in 2019 and the
USwitch Mobile Retailer of the Year 2019.

Annual Report and Accounts 2019
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An opportunity for AO

We saw opportunities and synergies with our core AO business
that could be leveraged following an acquisition. MPD is a
successful standalone business, but by utilising AO’s market
leading logistics and recycling proposition, innovative finance
proposition and leveraging our e-commerce competencies we
will be able to grow the business further.

Not only that, but the market is one that is shifting

considerably, especially as the 5G rollout comes to the UK - -
which will further drive sales in smart and connected “Internet

of Things” devices, alongside the changing consumer trends

to online purchasing and buying patterns. The combination

of MPD and AO allows us to take advantage of this customer
first, connected landscape for years to come.

The combination of MPD’s mobile network
relationships, connectivity capability and
deep knowledge of the mobile market with
AO’s scale, brand and substantial customer
base creates an immense platform for future .
growth. Importantly, it also means that we
can deliver even greater value to our
customers and partners moving forward.

Richard Baxendale
Managing Director, AO Mobilg.

o

Next steps for Mobile

We have some hugely exciting plans for MPD over the coming
years. We will launch AQ Mobile, as an additional brand to
“MobilePhonesDirect” and the sharing of information and
knowledge allows the business to capitalise on the strength of
our customer network, ensuring that customers continue to
receive the best service in the market. Furthermore, plans are

in place to roll out additional insurance, protection and finance
options for AO Mobile.

Innovation and technology will be a key focus over the coming
years and building upon the already quality offering ensures that
we position ourselves as a leading retailer for years to come.

Mobile is a key category for AO to get involved
in; we believe the changing dynamics and
current structural challenges in the mobile
market provide us with significant opportunities.
The touch points with customers the contract
mobile market presents are important for AO.
We’ve learned our lessons from our Germany
launch that starting from the ground up is hard.
MPD presented us with an opportunity to build
on existing strong relationship with the
networks, an impressive platform and a strong
team; it gives us another business stream to
which we can apply our competencies
(particularly in e-commerce). -

John Roberts
Founder and CEO, AO

o
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t's never been
done like this
- before: but we
see rentals as an
important part
of our future.

We are trialling a rental
proposition
At AQ, we believe that everybody should
have access to reliable, quality electricals
and we are on a mission to make it
aoffordable.

Some customers prefer to rent rather
than buy while others have no other
olternative. For the latter group of
customer they may be subject to high
interest rates, late payment penalties and
mandatory insurance. We think we've got
a solution that’s good for all customers
and good for AO.

Our business model means that we are
able to offer a basic appliance from just
£2 a week, because rented appliances
can leverage many aspects of our
competencies.

We are also trialling a retail rental
proposition which we can scale and offer
to all ao.com customers, expanding the
range and models we can offer.

Annual Report and Accounts 2019



Our Housing Association commitment:

A brand new appliance

You'll get a washing machine fresh from our warehouse.
We'll even upgrade you to a new one after five years.

No hidden costs .
We're offering a simple monthly payment of £8.67. This includes
delivery, installation and recycling of your old appliance.

Hassle-free
Leave it up to us to keep your appliance in full working order.
We'll always repair or replace if something goes wrong.

Cancel at any time
If you no longer need your appliance, it's free and easy to
cancel your contract. We'll even pick it up for you.

The AO rental model is an amazing example
of not only the potential of our eco-system but
also the AO Culture; we are making decisions
which would make our mums proud.

John Roberts
Founder and Chief Executive Officer

o
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Trade
customers
deserve the
same great
service we give
to Individuals.

We created AO Business
Over the years, AO has transformed the
-white goods industry by creating o
compelling, customer-centric online retail
proposition that shook up the industry
and created a new benchmark for
selling electricals.

Trade customers have always been part
of our customer mix, whether AO was
B supplying retailers with white-labelled
online solutions, fulfilling their logistics
requirements, or working with insurance
providers to replace electricals.

It’s given us a clear understanding that,
just like individual consumers, great
service is fundamental to
a business’s success.

AO Worid Plc
Annual Report and Accounts 2019
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How we will use this to push on

In 2018, we applied thot knowledge to leverage our model

into the trade market by creating AO Business. Whilst there is
_competition in the B2B market, none of our competitors have

our business model, our end-to-end solutions and the focus

we have on customer service.

We've created dedicated sales and accounts teams with
specialist knowledge of the markets they serve who invest time
‘understanding the needs of their clients'to ensure they get the
best possible solutions. Consequently, over the last 12 months,
we've worked hard to attract many new business clients, across
a variety of industries. These include Homebuilders, Social
Landlords and Charities, whilst we have also continued to grow
our relationships with Insurance Providers.

Leverage

AO Brand, -
Relationships,
Buying Power
and Values

Industry
Experience

AO World Plc
Annual Report and Accounts 2019
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A better way
to care for our
customers
oroducts, for

as

ong as Is

needed.

AQO,
let’s go.

We launched AO Care
For many years AO has been proud to
work as an agent of D&G to offer our
co.com and third-party website
customers a product protection plan to
provide them with peace of mind that
their new product could be repaired or
replaced if required. Whilst many of the
electrical appliances sold by AO typically
come with 12 month manufacturer
warranties, they do not necessarily
protect against damage caused by
accidents or wear and tear. Unlike many
other warranties, the pay-monthly
protection plan we offer can last
indefinitely, well beyond the
manufacturer’s warranty period and
beyond the average life of the products.



Over the last 18 months, the form of the product has changed to
o regulated, insurance backed plan which has been branded “AO
Care”. In an increasingly regulated world, it is important that our
customers have this level of protection. it is also important that
we, even when acting as agent, promote and sell a product that
demonstrates our values and excels in service delivery and care.
This also provides us with an ongoing point of contact with our
customers to build our relationships and generate repeat business.

How it works .

We have seamlessly transferred all customers to AO Care with
an ongoing development programme being rolled-out to cover AO Care
the following features and benefits listed below:

©

a fully digitdlised product with online account functionality and
connections, FAQs/tech support, newsletters and.offers, repairer
appointment booking, and replacement or repair options;

e -

simple, concise and clear customer terms;

o

a service aligned to our values, that befits the initial order and
delivery experience; and

e

a care hub for all their home products and needs.

Furthermore, our award-winning outbound sales and service
specialists are one of our unique proposition points as an online
retailer, emulating a personal service ethos typically only seen

in the best high-street retailers. This provides us with the

opportunity to leverage this capability with other third parties ,
in the future.

\
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Chairman’s statement

Further growth and
a renewed mindset.

Geoff Cooper
Chairman

o

All consumer-facing companies are having to navigate
uncertain times and AO is no different. Against the ongoing
backdrop of low consumer confidence and a continuingly
competitive market, particularly in the UK, we have continued
to grow our businesses and leverage our competencies.

We take confidence from our research, which continues to
broadly show that our. proposition in each business is preferred
to those of our competitors.

Group revenue increased by 13.3% to £902.5m. Year-on-year
UK revenue was up 10.1% to £749.3m (up 5.7% on a like-for-like
basis* when excluding revenues from our newly acquired mobile
phones business (“MPD")). Revenue for our Europe business
was £153.2m/€173.3m, up 32.2% year-on-year on a constant
currency basis.

Group Adjusted EBITDA losses for the period improved to
£0.4m (2018: £3.4m), with the UK growing by 20.9% and by
14.3% (excluding MPD). Our Europe business increased
Adjusted EBITDA losses by 6.5% year-on-year on a sterling
basis reflecting cost pressures and from reconfiguring driver
scheduling arrangements and loss of momentum in improving
product margin. Group operating loss for the year was £15.2m
(2018: £16.2m).

Key to our growth is our culture and the passion we have for
customers and for amazing service. Our teams across the
business streams in retail, trade, financial services, logistics,
and recycling are dedicated to providing exceptional service
and this has enabled us to significantly strengthen the Group,
with numerous examples described in the Strategic Report. Our
outgoing CEQ, Steve Caunce, led the effort to build the essential
infrastructure to support a bigger and broader Group and we
now have the “eco-system” of opportunities to leverage. -

" We acquired Mobile Phones Direct Limited towards the end of
the 2018 calendar year and have been busy integrating this into
the Group. It is a great and profitable business which can be
made even better by leveraging our e-commerce expertise as a
Group and we look forward to launching an AQ Mobile branded
e-commerce platform.

Whilst our UK businesses are in good shape, the Europe business
is not where we want it to be and we are working on a review of
how we leverage the proven UK model into other markets, and

a specific action plan for Germany. Since his reappointment,
John has completed a review of the Europe business and made
changes to the senior leadership overseas to drive improved
product margin, focus on relevant and cost-effective acquisition
channels, and reduce costs to deliver, whilst plugging in UK
expertise gained over a number of years.

As previously reported, Steve Caunce stepped down as CEO

at the end of January and a reinvigorated John Roberts was
appointed and reassumed the reins. His priorities are described
in his CEO Report and | am pleased with the progress we are
already making. Steve has been instrumentaol in taking the
business to where it is today and both John and I thank him for
his vast contribution over the years.

We have made two additional appointments to the Board this
year and welcome Shaun McCabe and Luisa Delgado. Both .
have significant consumer-facing, online experience; Shoun’s
financial background is strengthening the skill set of the Audit
Committee and Luisa's international experience will be invaluable
as we look to accelerate on our journey to profitability in Europe.

Brian McBride has indicated he will not offer himself for
re-election at this year's AGM. We thank him for his contribution
over the past five years.

In summary, the Group has continued to make good progress
over the year. We have a unique culture ot AO and, with a
renewed energy and mindset, | look forward to a bright future
for AO. .

Geoff Cooper
Chairman
3 June 2019

* UK like-for-like revenue equates to £719.3m, which excludes revenue from MPD (2018: £680.8m)

AO World Plc
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Chief Executive Officer’s statement

7 AO Is the success It
IS because of our
willingness to iInnovate
and move forward;

to always cho

the norm.

ooooooooooo
Founder and Chief Executive Officer
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Chief Executive Officer’s statement
continued

Living the AO Way.

John Roberts
Founder and Chief Executive Officer

o

This, my first annual statement as Chief Executive for two years,
is a welcome opportunity to review the past 12 months and set
out a reinvigorated vision for AQ's future.

First, the financial progress. We've delivered double digit
revenue growth in the UK and achieved over 30% in Europe.
Adjusted EBITDA in the UK has improved by over 20%. The UK
result was achieved against an ongoing tough trading
environment and includes three months’ contribution from
Mobile Phones Direct which we acquired in December 2018 and
its integration continues to go to plan. Adjusted EBITDA losses
in Europe have increased slightly against the prior year with
progress hampered somewhat by driver challenges in Germany
and a lack of real improvement in product margin and customer
acquisition costs. We are working to address these issues as
detailed further below.

The AO team deserve praise for their efforts in a tough market
environment - not least with the continuing uncertainty of Brexit.

AOQ is the success it is because of our willingness to innovate and
move forward, to always challenge the norm and to always be
honest with ourselves. The AO Way means relentlessly striving
for a better way. And the truth is we can do better. Much better.

Since returning to the role of CEO in January, I've undertaken
a swift but comprehensive review of the business. This was
focused on our people as well as our operations. While there
was much to celebrate, we needed to reset our approach.
That refocusing was undertaken immediately and is already
delivering results.

The fundamentals of AO are not at issue; the oddressable
markets in the UK and Europe continue to present substantial
opportunities and we have a brilliant business that is set up for
success. We consistently drive value from our core capabilities
and the verticol integration of the business, while benefiting
from the resilience the model creates. Leveraging our eco-
system continues to present huge potential and | will say more
about thot below. -

The issue over the past year was that the AO mindset was not
~optimised for growth. Put simply, the business had become too
focused on process. While necessary to provide the essential
controls and disciplines to support our bigger business, the focus
had shifted too far.

This isn’t an unusual challenge for a company at our stage of
development, but it meant the pace and passion - fuelled by the
energy and intelligence of our people - had slowed. That's not
right for a business built on pace and a willingness to constantly
innovate and | think that mindset has impacted our financial
performance.

AO World Pic
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In my view as CEQ, our mindset is the primary input thot effects
our output, specifically, our financial performance. It’s amazing
how much a mindset can change what's possible in a team.

So, we are getting back to the pure AO Way with clarity ond
leadership and have made a number of changes over the last
three months. We've loosened the process grip and moved to an
environment that will allow our talented AO’ers to thrive and
rediscover their pace and passion - a change which has been
embraced fully by all.

We have reset our North Star to what it once was: a total
obsession with our customers. Everyone at AO will listen to them,
treasure them, invent for them to try and make everything we do
for them as amazing as it can be. And we believe through this
obsession they will trust us with their hard-earned cash.

Two mantras have been reinstated to their proper place at the
front of all our minds. Firstly, to ask whether we are treating our
customers the same way we would treat our gran, and secondly,
whether our mum would be proud of the decisions we’re making.

More than anything else, in the current market, we have to trust
ourselves and our values. The culture at AO is strong and
continues to be one of our greatest assets. The commitment of
AQ’ers is built on our values of bold, smart, driven, fun and
caring - which I'm proud to see they live out every day across
the business.

Striving for better runs deep in the business and we're
increasingly alert to the fact that we do not operate in a
vacuum. We have competitors who, while coming from a lower
base, are trying to innovate as well. It would be arrogant to
assume striving for anything less than amazing for customers
will protect us. Scale is no protection in today’s world of
disruption. We must take risks and back ourselves as we aclways
have while accepting that we might get some things wrong. | will
always take 80% right and fast, over 100% right but too late.

‘'Whether through thousands of incremental changes, or building

something new, the best way to predict the future is to invent it.

With this in mind, we launched the AO Innovation Lab. This
global search for digital innovators will help us disrupt ourselves
and the online shopping marketplace before someone else does.
We are seeking new solutions in customer experience and
personalisation as well as the integration of augmented reality,
scalability and logistics, exploiting tech innovation to deliver
more for our customers. The goal is to help solve issues we're
already facing, as well as inspiring us to open our minds to what

we’ve not thought of yet; to dream with our eyes wide-open.



Our values

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 set them.

Smart
To make our bold aims work we’re Smart
- anyone can promise the earth, but we
aim to find a way to do what looks
impossible.

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

Fun
Doing chalienging things with like-minded
people is what 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.

The AO model is an eco-system of complementary competencies
from across retail, mobile, recycling and logistics through to
financial services and B2B, trade. We have huge structural
advantages when these capabilities operate in harmony. So, we
have enhanced structure with informality and are now releasing
the immense unrealised value we've created. We've started to
see this in the last few months and it will be an important driver
for the year ahead.

The trial of AO rental we announced recently in conjunction
with Housing Associations is a new and brilliant example of
leveraging the AO eco-system. We have used our vertical
integration efficiencies to protect the downside if customers
default. Then we moved at pace, using our customer base tg
trial a retail proposition. We believe this model can significg
cut the cost for customers. It’s truly a project that makes o
mums proud.

We can use our eco-system to drive this positive feedback loop
to deliver more and more value for customers. I've always said
that we believe the network effect of this is huge and we're
making a commitment to better evidence this as we go forward.

These principles apply to all our business competencies and
territories, including our international operations. Our model

is to extend our UK capabilities, built over nearly 20 years, into
our businesses in Germany and the Netherlands; not to try and
reinvent each time. We've made changes to the management
of our international operations and are undertaking a catch-up
review to make sure we capitalise on every ounce of influence,
intelligence and capability.

The initial focus of that plan is to accelerate our journey to
profitability by driving growth intelligently and sustainably.

This means living the journey we went on many years ago in the
UK and simplifying our model. We need the right people in the
right areas with the right support from the UK to drive the right
volume of traffic at the right cost. By doing that we will capture
the profit opportunities en route to o more cost-effective delivery.

Reaction from the international team and those from the UK
who have been asked to do even more has been humbling.
They are truly people who make things happen, consistently
demonstrating the AO Way. As a result, the plan has been
reconstructed quickly and collaboratively without fuss and is
now being implemented at pace.

Leveroging our competencies is now being actioned at real pace
and we're already making progress. Looking ahead to FY20,
immediate output has been positive. We are back to growth in
MDA in Q1 with the newer categories compounding such growth.
The key theme is to positively exploit the cost base that we have
invested in to be brilliant for customers so that we can recreate
that brilliance at a fraction of the cost. Our years of real-world
learning and experimentation means we create value beyond
AO to help others solve their own business challenges. Our model
is for overheads to reduce as a percentage of sales, not rise.

We recently took the bold step to stop shouting at our customers
through TV advertising and to invest in things that amaze them.
We want our customers to share their own experiences with
others, confident in the fact they will have a positive story to tell,
via our digital platforms such as Facebook, Instagram, Mumsnet
and others.

With the freedom to innovaote at pace reinstated, AO is now
firing on all cylinders. It’s truly great to be back leading a team
that I'm proud to tell my mum about and who are focused on
treating our customers like their gran, every day and not just
on Black Friday.

itted to AO in the long term and hugely
e valuable release of energy from the team

'm fully com
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Our strategy

Our three key pillars are Customers,
Competencies and Culture (the 3Cs), as
illustrated below. Each of these has its
own value driver which provides clear
direction across our business to guide us
in achieving our Purpose.

Our strategic framework

/

Our Purpose

To have the happiest customers by relentlessly striving for a better way

Our Strategy
Customers Competencies
i yd
A4
Our Priorities
Drive and differentiate Build and leverage
a customer-first proposition Structurai advantsge provided by
through innovation ecosystem (The AO Way)

Inspire and develop our people to enable our success

Culture

Bold Smart Driven Fun Care

(s
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— Our Logistics business has been focusing on securing new
third-party clients and has seen its first venture into the
delivery of non-electrical two-man delivery items on behalf of
a UK furniture retailer enabling us to leverage our green fleet.

— We have switched our service backed warranties to
insurance, branded as AO Care, and we can now, still as
agent for D&G, offer a truly digital experience. This provides
an ongoing, in-life point of contact with customers that
continues to build on our relationships and helps generate
repeat business. We have also undertaken a strategic review
of our consumer finance offering and we have partnered with
NewDay to provide customers with a fully digital revolving
credit facility, offering customers additional purchasing
flexibility with a launch date later this year.

— We are also now fully operational in processing ammonia
fridges. Working with Dometic to build a new machine at our
main recycling plant in Telford, we are proud that it has
already been awarded the European WEEELABEX standard.

— During the year we commenced building a plastics refining
facility due to be operational during FY20. This will give us
the capability to sort waste plastics from our fridge plants,
allowing us to reuse or resell this plastic and creating an
additional sustainable revenue stream which continues our
theme of vertical integration.

— We believe there is a big opportunity to leverage AO’s
infrastructure and provide an AO-quality experience for
businesses by providing dedicated account management and
expertise to help businesses buy better. During the reporting
period our B2B division has been working to grow its
customer and client base across multiple industries. Supplier
support has been secured and we have introduced a new
commercial range of products. Trials with housebuilders and
charities have commenced.

— We have leveraged the AO Way into complementary
business streams by launching a trial rental service for white
goods. We have partnered with two Housing Associations in
Engiand and Scotland and are also running a small scale B2C
trial via ao.com. In our usual way we will learn first and apply
our knowledge in this area before realising it fully.

— In July, we launched our new brand campaign “Delivering
Tomorrow” which was created following a significant amount
of research into the factors that are important to customers
when shopping the electricals category. Our aim was to find
a compelling way to tell AO’s unique story, to build awareness
and consideration of the AO brand as well as our verticals.
The creative was well received, and we experienced increases
in brand awareness metrics although this didn’t convert into
sales in the shorter term as we had hoped.

— As well as these specific initiatives throughout the business,
we have also worked to improve the capture of data across
our business. tn our core retail business, wc have migrated to
a new web analytics platform to improve marketing
effectiveness and measurement whilst providing an
underlying data source for our future personalisation plans.
In logistics, dashboards have been introduced in our
outbases and geo-fencing has been used to improved routing
efficiencies. A new database has been installed in our
recycling business to better manage end-to-end processes
including delivering operational efficiencies and integrating
this into our invoicing platform. The development of fridge
plant software has enabled root cause analysis and the
deployment of planned preventative maintenance.

Our KPlIs - h

Our Net Promoter Score (an industry measure of customer
loyalty and satisfaction) has again been maintained ot its
consistently high level of over 80 in the UK and Germany and
over 75 in the Netherlands. With over 121,000 reviews in the UK
our Trustpilot score of 9.2 is market leading and 89% of
customers rated us as “excellent” at the period end. In the UK,
nearly 6.5m individual retail customers have now shopped with
us via ao.com, and we are approaching 800,000 in Europe,
providing us with a fantastic asset to leverage for future growth.
Our repeat business remains strong and we continue to attract
new customers.

UK customers (000s)*

7000

6,000

5,000

4,000

3,000

2,000

1,000

o]

FY14 . FYI5 FY16 FY17 FY18 FY19

* A customer is defined as on individual customer who has purchased
through us via go.com .
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Our strategy
continued

What we plan to do next year

— We will continue to improve our proposition for our retail
and business customers as we strive to make the shopping
experience effortless. We will build on our supplier
relationships to further broaden our ranges and categories,
explore new channels and develop our marketplaces offering.
Our consumer finance offering with NewDay will be-launched
later this year, providing customers with a fully digital
revolving credit facility and offering additional purchasing
flexibility. We will broaden our premium installations offering
with' new products and services and investigate opportunities
to broaden our client base.

— We will develop our AO Mobile branded proposition to
provide a market leading online-only mobile offering through
utilising MPD'’s knowledge and capitalising on AO’s
infrastructure and supply chain strength. We will broaden
our product offering in this area.

— We will continue to leverage our competencies for example:
— continuing to build our third-party logistics client base;
— learning from the trial of AO Rental, and exploring a B2C
offering; and
— exploring opportunities for our AO Multimedia business
with third parties.

— In our recycling business our key volume capacity expansion
project will continue with our plans for a second fridge
recycling site underway. Once built, the capacity of both
plants will mean that AO has the ability to process around
40% of all the fridges collected in the UK.

— We will lounch AO Innovation Labs, an initiative to provide
start-up businesses with the expert mentorship and resources
needed to turn ideas into reality, whilst helping us to deliver
a unique shopping experience.

— We will move to a Group, rather than territory management
approach to help make improvements in our Europe business,
supporting new management with UK experience and
resource. We will work with suppliers to improve product
margins, continue with our logistics plans to reduce costs to
deliver and focus on driving overhead efficiencies and cash
management. We will leverage Group capabilities into our
Europe business as appropriate to each market.

— We will continue to refine our brand strategy os we seek to
make ao.com famous. We now plan to move to more tactical
marketing with an emphasis towards a bespoke form of
digital marketing with more use of social media, in-house
content creation and first-time use of influencers.

Culture
Priority: Inspire and develop our people to enable our success

QOur AO Let’s go culture is how we deliver for customers.

Our exceptional 5-star Trustpilot rating and NPS results don't
just.happen by accident, nor does our expanding eco-system
and competencies. Behind every happy customer is around
3,000 AQ'ers, across three countries. Together, we relentlessly
strive for a better way.

Our ambition is to be a business that:

— empowers people to thrive by creating an environment where
people feel truly understood and valued;

— enables our people with the encouragement and tools to
succeed; and

— inspires its people by creating role models to engage and
support diversity and inclusion.

We empower our people to make the right decisions, those that
their mums would be proud of. Our people are free to take the
opportunity to learn in a fail-safe environment. We inspire our
people to be bold and give things a go. 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 are at our best when our backs are .
against the wall. 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 o 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.

it is the combination of all these factors and the alignment of
our people to our purpose, values and business strategy that
creates our AO Let’s go culture. This will grow our business and
make us an unstoppable force.

The risks affecting the priorities in our culture pillar are set out
on pages 40 to 44 of our Risk Review.

Our values

To have the happiest customers by
relentlessly striving for a better way

AO World Plc”
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How we’ve progressed this year — To ensure that we have the skills and leadership in place
— To nurture our culture we have continued with our strategy to support the growth of the business we have used our

of developing within by focusing our recruitment on entry
level roles to ensure we have a team of people who live and
breathe our values who are provided with a range of career
progression opportunities across our business. This approach
is complemented by the targeted recruitment of people who
have the appropriate skills and experience to broaden our
copabilities and drive growth whilst at the same time
exhibiting our values.

In conjunction with our diversity work we have improved
our recruitment processes to ensure we attroct o diverse
workforce, broadening our talent pools and the employee
demographic within our organisation. We carefully select
the environment in which people are interviewed and have
reduced any unintended bias in the early stages of our
recruitment process. We now have the necessary software
and inductions to allow AO’ers with visual impairments to join
our call centre. We have also introduced ‘AQInspire’ talks
which are delivered by external speakers with an inspiring
and thought-provoking story to tell.

We launched a women’s mentoring programme aimed at
developing the women of our future. The programme sees
women in a range of job roles and levels work with a mentor
to support their personal development and career
progression. To aid success, we are skilling a wide range of

mentors across the business to meet the specific needs of this.

group and the long-term aim is to mobilise the women on this
programme as mentors in the future.

To gather insight on how we can preserve, protect and
improve our people experience we have revised our annual
people engagement process and have moved to a happiness
measurement to more directly align us to the achievement

of our Purpose. This insight has allowed us to develop our
people proposition which forms the backbone of all people
initiatives. We will measure happiness on a more regular
basis to keep our finger on the pulse of the AO’er employee
experience.

To support us in the achievement of our Purpose we have
introduced a number of forums to facilitate the exchange
of ideas and feedback and to evaluate new initiatives.

As part of our continued focus to support young people in
their early careers, we continue to offer o wide range of
apprenticeship qualifications. In the last year, 16 apprentices
have completed an apprenticeship qualification in a range
of subjects such as digital marketing, social media and
accounting. We have also continued to support our
apprentices to build wider skills that will help them in their
work and their lives. Through the Duke of Edinburgh Gold
Award (DofE), our apprentices build self-awareness,
resilience, team working and leadership skills through a range
of experiential challenges over an 18-month period. We are
proud of the 13 apprentices who completed the DofE award
in the last year.

We have received a number of awards during the year

including:

— Recruitment Team of the Year 2018 award at the UK
Contact Centre Forum (UKCCF) Awards 2018 for our
innovation and a g