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Market Background& Performance

The UK organic markbas beerback to steady growtkince 2012showing +4% value increase for
2014and4.9%for 2015.Although this falls short of the double digit growth experienced in the mid
2000s, it is an extremefyositive position when compared to the deflationary trend in the overall
food anddrink industry estimated at1%.

Total Organic Grocery Products including Baby - 4 weekly
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The face of food shopping has changed within the Qktomersnow shop around andhe era of
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food shops a month on average: the habit of shopping little and often has stuck. Analysts attribute
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and the ongoing trend for convenience and saving time.

Thecurrent movement tanore healthy eatingpresents many newpportunitiesfor organic food
generally and specifically in sectors sSuCWaE NS @ > T NRBY¥ F22R | YR &adzLJLX SYS§
the appetite for premium food ialsostrong in the mainstream retailers despite the advance of the
discounters and theilow prices.

Fa UK organic sales, many of these trepdsatea bright future. Given that the number one
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food, organic is theperfectsolution.

Organic sales started tornaroundin mid-2012 andwere given durtherb2 2 3G o6& Yat 2 NA S 3|I

that time, mnsumers appeared to revaluate their shopping habitence again trading up to secure
better quality, proveanceand integrity this cause@ marked improvement in orgac salesThis
improvement has been sustained for over 3 years aow is growing again




Since 2012, the rise has been underpinned by a steady growth within the supermarket channel.
Nielsen reported + 3% in sales td"1&ugust 2015as shown below.

£m

+3.0%

y/e 20Augil y/e 18Augl2 y/e 17Augl3 y/e 16Augid y/e 15Augls

Organicshare of Food & Drink
1.4% 1.3% 1.3% 1.3% 1.4%

During the same time period, sales of organic have continued to increasajon markets across
the world. Notably, the US posted a +11.3% gain in 2014 with organic at almost 5%adfttheetotal
food market wheras it is approxnately 1.5% of the UK fabmarket (Source: Organic Trade
Association, US)

The two largest Bopean markets for organic foodsermany and Francancreased by almost 5%
and 10% respectively. (Source: FIBL The World of Organic Agriculture)

The UK does lag behind, however it it stspected as the home of many very successful organic
brands, such as Yeo Valley, Green & Blacks, Kallo, Biona and Waitrose Duchy. As the supermarkets
have a much more dominant position in the UK market than other European countries, the upward
growth of organic is very dependent on the availability of product in their stores as well as coverage

in independent shops.




Market Channels

Overall performance of the Kigrocerynarkethas been in decline dugn2015, at almostl% value
Most ofthe mgor retailers have posted disappointing year on year performances for 2{flb,

minimal growth.

Market shares for eackupermarket grouave not changeda lotduring the year with Tesco still
having the largest overall grocery shatigrough its wider ®re estate.

Breakdown of the overall grocery market

Retailer Grocery Sales | Number of Retailer market
2014/15 grocery stores | share
(Ebn) 2015 (as at 16.11.15)

Tesco 43.6 3,378 27.9

Sainsburys 26.1 1,203 16.6

Asda 23.4 646 16.4

Morrisons 16.8 667 10.8

Marks & 10.3 798 3.1

Spencer

Waitrose 6.5 350 4.6

Aldi 5.3 570 5.6

Lidl 4.0 629 3.4

Iceland 2.7 871 1.9

Sources: Kantar Worldpanel & IGD

Organic food and drink sales represapiproximatelyl.4% of overall sales within the main
supermarket groups in the UK, accountingdpproximately£1.3B sales. The total organic market
including independent retailers is valuedagiproximatelyE2B and growing steadily.




The chart below shows the orgarshare for the main retailers and how it compares to their overall
grocery share.

Market share- Organic v Grocery share

Retailer Total Grocery(not Organic %(estimate)| Importance for
overall retail) % corporate strategy

Tesco 25.3 26 Medium

Asda 14.0 4.5 Low
Sainsburys 14.5 28 High
Morrisons 10.1 4.5 Low

Waitrose 4.9 23 High

Coop 54 3.5 Low

Lidl 3.7 1.0 Low

Aldi 4.9 0.5 Low

Iceland 2.0 0 Low

Ocado 0.5 7.0 High

Marks & Spencer| 3.1 2.0 Medium

Source : Kantar Worldpanel and Marl@stimates

In the UK retail environmen69%of sales of total organiare sold through the major supermarkets.
This is quite a contrast to other European countries where the structure of the market is more
evenly balanced between larger supermarket groups and independent specialist $toFeance,
approximately50% of orgari sales are through the larger retailers whereas smaheains such as
Biocoop, an exclusive organic chain with over 300 st@fésr an alternativeto customes. The UK
does not have any independent chains of this size, however there is a growing nahttigh street
stores selling a percentage of organic food and drink.

Over time, it is forecast that the share of sales through supermarkets will decline further, as the
organic ranges are condensed and offer inadequate choice. This has already hajppidreedhlue
supermarkets such as Asda.




PROPORTION OF TOTAL SALES OF
THE UK ORGANIC MARKET IN 2015

Supermarkets 69%

12%

Catering 3%

Other independent
retailers 16%

Source: Soil Association Market Report 2016

In the UKthe percentage ohon-supermarket business 31%and thischannelis worth a significant
£650m.The market structure is gradually changing, with more business cdimmggh
independent stores and online sales. Thill give organic brands more potgal over the coming
years.

As supermarkets have such a large shtire trend in organic sales is controlled and determined by
their approach to marketing and selling the products in store. Unfortunately since the dip in 2012,
there has been little interesnh the premium food sectqof which organic is a part, as retaide

battle on low prices to gain market share overall. Though all of the major supermarkets still have an
Organic own brand range, this differs in range count dependent on the fit for their customer base
andits importance within their corporate strategies

hT GKS € S8SFRAYI &dzJSNYENYL SGaT {+FAyaodNEA KI @S q

and have been most committed to organic over the longest period of time with a loyal customer
base. Waitrose overade on organic with a share of 23¥hich is almost 5 times the size of their
current grocery share while Tesco still account for more than a quarter of the market, a slight
undertrade for them.

The star performer within retail is Ocado online, which trades 10 times higher on organic than thei
actual share of the market. Although Marks & Spencer would appear to have a typical organic
consumer, they have only a small share of the market with a focus on organic within produce and
meat.

More recern entrants to organic in the Ulsuch as Amazoma Costcoare creating interestig
opportunities for lesser weknown brands to win space. To date, the discounters have not shown
much appetite to provide organic choice within their ranges, however this is slowly changing and
encouraged by their successelsewhere irEurope. It is only a matter of time before they too use
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The independent sector is the most exciting and buoyant segment of the organictmarke

Independent retailers account for approximatelh5% of UK sales totalling alimd&300m As savvy
customers focus on health and wellness and search out appropriate solutions, they benefit from
broader choice and more specialist product knowledge avigilebsmaller high street stores and

health stores. These retailers are seeing the benefits of having organic options in their ranges and
enjoying the sales increase. Consumers perceive organic products to be healthier and expect to find
them more readilyavailablein smaller stores nowadays.

The independent secots the best starting point for many organic brands, establishing the product
among he customers who are less prisensitive and using this success as a springboard for further
growth through mianstream supermarkets. Many organic brands in the UK choose to be available
through independents and have built up significant sales in this way, particularly specialist products
such as superfoods and supplements.

The general wholesalers who focus onanig are benefiting from this trend and adding more
options to their catalogue® FG Sy i OdzaG2YSNRQ NBIljdzSadagd ! 002 N|
2016, wholesalers of organiccreased theisales by slightlynore than 10% during 2015.

TheSoil Assciationreport shows the overall breakdown for organic sales acrossiduket

channels for 203, with respective growth rateas follows:

2000

1500 1303.7m 1346m
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BOX SCHEMES OTHER INDEPENDENT

SUPERMARKETS AND ONLINE CATERING RETAILERS

Source: Soil Association Organic Market Report 2016

Catering asidethe biggest growtltomes from onlineand box schemes, a market worth £216m,
confirming the importance of convenience adloicefor organic shoppes. Box scheme operators
have awell -established niche within the city shopper segmemtviding choice o mix oforganic
fruit and veg or meatwith clear farm provenance

Home deliveryfor organic is exceptionally stronggain it guarantees availability of product in a
sector where often the supermarket shopper can be disappointed by incomplete organic ranges or

8




simple lack of choicéNielsen ecently reported that 43% of shoppers are now shopping online

regularly and 17% of internet shoppers have actively used Amazon for a grocenAshapghlighted
SINI¥ASNE hOIFIR2 IINB fSIRAY3 (GKS 2yftAyS 2MNBIyAO
AK2LJQ F2N 2NHI YyAO®
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schedule, appeals to the emerging younger consumer of organic.
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The Organic Consumer
1. Demographics

The UK organic consumieas changed over the last decaaled a higher percentage of sales is
coming from the younger market, thdillennials( aged up to 40)0lder, more affluent shoppers

are still estimated to account for jusnder50% of the market.This presents an interéag

opportunity for organicMillennialsare much mordikely to use technology, thegre much more

Fgl NBE 2F KSIHfOGK>E dKSe glyid W¥F22R 2y GKS 32Q
They also like brands and supporting products with a cadisegether, there is a niche for

YR
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motivators.

Overall, ésspesticides andbetter taste are the key reasons why consumers are buying organic.

THE KEY REASONS FOR BUYING ORGANIC

(@B No Pesticides
A 4

\
(@R Taste is Better
N

i

(=W Better for Environment

Better for Animal Welfare

(%)

~ N
I I_I

i {" 3 Perceived Better Quality
.
§ o0 T

/\ {" 3 Perceived Health Benefits
L W
w

Although many cot dzZY SNBE OK22aS 2NHFIYAO 06SOldzaS 2F AdGa
there is still a lack of understanding about the key benefits, not helped by a lack of marketing
messages within the supermarket environment. The perceived benefits afyguasteand health

are often subjective yet the mosbmpellingreasors for purchasing.

Organic is purchased widely across all socio demographic groupings,clétrskew towards more
affluent consumers in London and the south east of Englands &aily development period,

organic food was seen as pioneering new farming techniques with a very niche following, this has
changed substantially and a typical customer now sees organic as a mark of quality, provenance,
healthy eating and social respobsity.

10
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Organic sales
by social
grouping
2012

Organic consumers have a strong interest and loyalty to brands. Much of the current growth in the
UK market is being fuelled by successful organic brands who are communicating clearly with
consumers and also innovating at pace. There are mariiealger brands that have established

their name and gained loyalty because of their organic status. Younger consumers want to buy into
ONl yRa GKFd WINB R2Ay3 GKS NRIKGI GKAYyIQ 6KAES
example, Pukka, thieerbal tea business, has enjoyed double digit growth over the last few years

and has reached sales of £17M since it began in 2001.

2. Consumer Studies

The UK Organifrade Board carried outa consumeisage andhttitude study in 2015 which
confrmedthat2 NHI yA O O2y adzySNE | N3B% &gtekbdSteongh rlslighBly td tile2 dzi

adlraSySyd wL 3asa 1 €20 2F LX S| &dzNB (6@adagreedl T T2 2 R

AGNRBy3fe 2N atA3akaGte G2 0K Sandihdy Gagedsoyt athicd and NI |- {
environmental issues. Also, the research reinforced that many consumers have started buying
organic since the recession endeilving confidence that there is a new emerging group of loyal
shoppers

Longer Between Between Between
Can't . . - - . - This
han 10 6-10vyears 3-5 years 1-2 years
remember ' vEar
Years ago ago ago 880 !

\ \ \ \ \ \
o B o B =~ I I~ I 3%»

ResearctOrganic Trad®oardJan 2015

In July 2015the IGD (Institute of Grocery Distribution) carried out a survey of why UK consumers
would be willing to trade up when shopping. Nearly the same number of shoppers admitted that
they would pay more for quality as they wodlatus on savingnoney during theollowing 12
months. Nearly half of British grocery shoppers said that they were willing to pay extra for high

11




quality ingredients in food and grocery products with an increase in the number of shoppers saying
that they woud pay more for organic products.

% who say the following measures are extremely important in store choice

2012 ] 2013 ; ==High quality
| ingredients
-Ww\/-
I ==Quality assurance
| standards
J ==Qrganic

T

Source: 1GD ShopperVista, Jul'l5, main grocery shoppers

In summary, the organic consumer in the k6 become mar obsessed with health and wdling,
020K GKS I FFf dzSy (imiefnRIQNI 2 EAESYR YOYRSKRKSEAWK (K
solutions opens up mamypportunities for the right organic products with unique added value

benefits
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Category Insights

The UK organic marketfismly anchored within the fesh produceand Dairy sectors. Between both
categories, they @count for gproximately53% of the overall market. Typically these are the entry

points for new organic shoppers both sectors, wver the yearsthe media have covered favourable
d02NASE o2dzi GKS o0SyS¥aida 2F WwWLISaliAOARSs FNBS(
information seemgto havelodgedwithin consumer mindsmotivatingthem to buy

Smaller, innovative brandsn Groceryare helping tagrowthis diverse sector. With the popularity of
brands among organic consumers, there are many sub seeithi dry gadswhich are

benefiting. In particular, the move back to basics and cooking a-paiir- own food, has given rise
to bigger opportunities withirorganichome baking, ingredients, condiments, oils and vinegars and
tinned tomatos and pulses.

Categories whih have aigh penetration of own brand organic ie fruit, veg, meat, milk account for a
large percentage of salg®t they are fairly static in performancé&his is where the most emphasis is
placedon rangewithin the supermarket environment whereas magemphasis is plackon the dry
goods choice within the independent retailer channel.

Organic Market Category Share

m Dairy(incl eggs)

® Produce

m Grocery

m Babyfood

m Meat, Fish & Poultry
m Deli & chilled foods
m Alcohol

m Bakery

(Note that all market size estimates by category on the following pages are calculated using previous
market data and industry input.)
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Dairy ¢ Estimated market size£450m

Key Brands in UK market

Yeo Valley

Rachels Organic

Lye Cross Cheese

Belton Cheese

Calon Wenr; Welsh orgaiic

Grahams Dairy- Scottish Organic

Arla ¢ own brand organiamilk and butter
Dairy Crest; own brand organianilk
Muller Wisemang own brand organiamilk

Milk is the single largest commodity phiased with an approximate market size of £150m, making
up over 11% of total organic sales. Organic milk sales had been extremelnbuniibthe shelf

price of nororganic milk was reduced to extremely low leviel®\pril 2015this has significantly
reduced the potential for organic milk and has resulted in reduced facings in supermarkets
decline in volumes

Yogurts,led by two strong brands Yeo Valley and RdgH@fganic also account for a markedlue
of approximatelyE150m This isa key brandd sectorand bothorganicbrands are competing with
much larger non organic companies such as Danone and Mtllisthas challengedetention of
organiclistings during the last year.

Other segments of Dairy such as Cheese, Butteam and creme fraiche offemore potential for
organicq these areaprovidemuch more varietyBrands withstrongprovenance and interesting
2NABI yA O Wrdyk@ hbledoldavbldalSsirtthe future, particularly within independent shops.
Howeverthere is still a lot ohon-organic speciality choicat lower prices.

It is rare to see any major discounts on organic dairy products apart frgoimg multibuys on
milk. Both yoghurts and butter pricingusry similar to equivalent neorganic brands.

14




The egg category has performed much better in the last 2 years, there has been a distinct
turnaround on awilability both direct from farm and ceahelf. The turning point appears to have

come when Sainsburys-taunched their free range eggsan orangepackaging, this has given a
welcome boost to the sales of organic. Coupled with a general improvement in choice on shelf, sales
have grown during 2015 by approximat&i%o.

¢ KSNB ’cdituréd mik8rink@¥ a SOG 2 NJ RSP St 2 LIA yidretsildrs, &hey (G K S
trend takes hold amongealthy eaters. Brands such as-Bidul Dairy and Nourish have launched

kefir and other fermented drinkand are increasing their listings as popularity and knowledge of the
benefits grows
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Producec¢ Estimatedmarket size £400m

hégy oONIYR LINRPRdzOS GAGKAY &dzLISNX I NJ Sda KIFra G2 0O2Y
d0KSYSaQr 4KSNB O2yadzYSNE Oly OK22aS (GKSANI 248y
These boxeare inspiringhew trends among shoppers, suggesting different recipes for usiog
exoticfruit and veg. By contrast, the supermarket shelves are rather bland and often it is difficult to
find the organicption on shelf

However @ganic produce is holding its position reasbly well despite the lack of communication

in store: the biggest increases are from the fruit sector which has enjoyed double digit growth during
the last 2 years. Bananas account for almost 35% ofgdinic fruit sold. Carrots are also a key

organic ommodity where almost 15% of the category sales are organic

2015 has been a challenging year for pricing within the overall produce skoteever,with
unprecedented d#ation tracking aiapproximately-1%. \égetables are performing even worse -
3% detine.

For retailers,tiis extremelyadvantageus toincludeorganic within theoverallrange, as iappeals to
the premium shoppers who spend more money on total basket shop. Organic produce also has a
higher price tag, ultimatelitelping sles performane.

Organic producéas little marketing support eshelf and the growth is clearly coming from the non
supermarket sector through online deliveapd box schemes. The two largest box schemes in the
UK account for over £100m

Produceg key businesses

Produceworldc root veg

Organic Farm Foodstop fruit and exotics
Fyffesc organic bananas

Wight salads; tomatoes

Vitacress; salad

Worldwide Fruitg top fruit

Fresca Group

Gs Freslt salads

Riverford¢ box scheme

Abel & Colec box scheme

16




Groceryc Estmated market size £350m

Thissector has achieved the highest growt2@i15,at approxmately +7%,outperformingother

categories. The trend towardg & ©H\¢boliing, homeé | {1 Ay 3 X | Y R hd¢éheighterie®® S| i
interest and revitalised this traditional part of the stohrtually all organic sub categories within

Grocery have seen excellent growth2015 There are many emerging new brands withie t

highest growing segments whare showcasing their products through online retailers such as Ocado
and Amazon. Key brands are listed below:

Pasta & Rice(Kallo, Suma, Seeds of Change, Tarantella)

Pulses, Tomatoes and Sauces(Seeds of Change, Bioma, Mr Organic),
Chocolate(Green & Blacks, Montezumos, Booja Booja,),

Teas & Coffee(Clipper, Pukka, Cafedirect, Equal Exchdrgedon Tea Shop, Twinings
Herbs & Spices(BartSanch,

Jams & Honey(Rowse, Duchy, Duerrs),

Biscuits & Crackers(Duchy, Doves Farrairhs, Kallglsland Bakery

/ SNBIFfa 9 t2NNAR3ISO! £ NI T brilaisiDeBet €drefils, Bl [ AT A ¢
Health)

Olive Oils(OrganicoOwn brand3

Soft Drinks(Rocks,Luscombe, Rpganic Berrywhite)

Coconut oils/butters(Meridian, Biona)

Dried Fruit/Nuts (Crazy Jacks)

alyg 2F GKS&S 0N} YyRa | NE 248y T AQRY aid2Yy SINK S yeRe diy
marketing and social media is well placedétain loyal followings.

In sectors such as Biscuits and Cereals, thexedallyd (i N2 y 3 Y 2 GRNKISQ Y2AL0(dx(25//a
many of theorganic brands already provide this benefihekey attributeswork well together and

both convey complimentariK S+ f § K YSaal 3Sa® DAGSYy GKS 3INRFGK
expands theopportunity for organic products and innovationdgareto speed up in this sectdo

fulfil the rising demand

Raw food is the latest trend which has reached both the grocery and chilled convenience maskets.
an examplePlanet Organic have a credible ramg@pproximately400 products from raw cereals to
nuts, seeds, chocolate and superfopdsany within their own brand rangd&he typical young,

health conscious consumernsw choosing raw food within their overall shop

Chocolate is still the largest sectwithin Grocery, withapproximatelyE50m market, followed by
Home baking+8.5% growthand Te&+12.8% growth)All of these product categories have had
exceptional growth in 2015 as too have ceréalS.6%)jams and sprea@s28.1%,)and oils and
vinega(+17.5%). ese categories still offer more opportunity for organic innovation and expansion

17
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Meat, Fish & Poultry¢ Esimated market size £ 180m

This category is very high profile for organic fogoen the focus on animal welfare and how it
affects consumer choice. ik relatively simple for consumers to understand how better animal
welfare is guaranteed on organic prodadHoweverthe sectorhas had mixed fortuneduring 2013
15with volatile demandand supplylt would appear that organiperformed better, post Horsegate
during 2014 however by end of the yeathe larger meat producers cautiously held back on supply
of organictrying not to flood the market, thereby preventing potent@tersupply viich wouldhave
led to some downgradintp non-organic pricing. In turn, thisonstraint, would appear to have

stiffed consumer uptake, creating major declines in sales within all the red meat sectors.

At same time, the main retailers have also been ctidating ranges within the primary protein
sectors and organic products have been delisted or distribution cut back, remaining with a core
range of basic choice on mince, steak, chdp®re seems to have been a knamkimpact on
organic listings for saage/bacon as there is also less choice available in supermarkets.

Independent producers such as EversfigVell Hung Meat, Rhug Estatad Daylesford@rganic are
driving growth through the independent retail and online channel where shoppers are less focused
on price and more interested in the quality and provenance of the meat.

A similar position was taken on organic poulm201214 thoughthe maket has been really strong
for the last 2 yearsven with a reducedange. Growthin double digit figures has taken theganic
chicken sector to approximateB60m, bigger than the beef sector. This is a remarkable success
given that the price premium oshelf for organic chicken can be oftimice the price of nororganic
equivalens. Also it is a category that is difficult to shop, given the many tiers of animal welfare
products which exist. As a case study, it proves that there is a loyal followingtofreers who value
both the better quality of organic poultry and the additional animal welfare bigndflopefully a
similar improvement will occur within Meat once the new reduced ranges settle down

18




Vegetarian and Chilled Organic FoqdEsimated market size #5m

Traditionally this habeenless ofa priority for the organic industry as the challenges ofntaning
short life chilled product in a premium sector can be difficult to manage. Howbeearategoryhas

been steadily growing, leloy vegetarian chilled brands such as Quorn and Cauldron and supported
through sub sectors such as organic soup, dips and sauces.

Many vegetarian consumers are also looking for orgalyicertifiedproducts, it is a perfect

O2YOoAYyl A2y (MF (ARBEANI RAKGIA NOKRALISHE Qd +S38GFNAF YA

a2dzNOAY3IT 1 6SttAy3a YR O02YLRYySy.ia YR 2NBIYAC

As this market has grown by over £1@oringthe 201315 period,it offers great potential for new
produds which are bringing true innovation and good qualitpwever the challenge of managing
glraisS 02 dzZ-RIDISLISNIWAKZ2MI & dzLIS NY I NJ S G €hilbguite smalli KS 2 ¢
and more accustomed to shopping for specialist products in indeé@etstores

Beers, Wines & SpiritgEstmated market size £32m

¢CKS FlradSald aINRgAY3I LINILH 2F GKAAa OFGS3aA2NE Aa

over the last few years. Most wellnown brands have either an organic option or orgaaiges
which now account foapproximately£12m market, similar in size to the organic wine market.

Organic is usually a secondary reason for consumers choosing product in this area, however it often
reinforces the brand credibility and reputation

Retailers appear to be open to new brands of beer although it is a highly competitive market with
many larger brands investing lots of money on promotions and shelf impact

19

1S N

N



Bakeryc Esimated market size £ 26m

Theorganicbakery sector has decka seveely since the initial recessionary dip in 20@8.many

artisan bakers are using organic ingredients without necessarily getting certified organic, consumers
are buying into quality and hand craftsmanship of the productseathan beingcommittedto the
sourcing of the ingredients.

Within the supermarket sectahe ranges areninimal, with a basic white and wholemeal sliced loaf
and little else on offer. The Duchy from Waitrose brand offers some alternatives within morning
goods, however as the organic consumer is not shoppindixhee regularly, there is little chance
of thisexpanding

One future ara of interest may be in organgtutenfree bakery productsasthe trend towards
specialist products fgparticulardietstakes hold.

Frozenc Esimated market size £ 14m

With several wetknown organic ice&ream brands such as Yeo Valley, Green & Blacks and Duchy,
this segment has had better resuttaring 201415.1t is a small market, at approrately£14m but

with indulgencestill a rising trend in th&JK, there is a place for quirkier brands and flavours. The key
organic brandslreadyappear to be innovatingith flavours andmnaintaininginterestthrough the

loyal customer base.

Cther thanice-cream, there are agfw organic frozeweg lines available within owlorand ranges at
key supermarkets

20




Babyfood¢ Esimated market size A70m

The fast growth that was achieved for this sector from 2@0@3 has not been maintained at such

high levels. In particular, E®aKitchen branthad been launched during thaeriod with new

packaging formats, and new recipes. The market has been somewhat static since 2013 with growth
driven through an increasing birth rate and ongoing promotions

It is a £140m categotyoweverandhas great loyalty among young parents accounting for almost
60% of the wet babjood sold in the UK

There are a number of successful weibwn brands which are keeping interest in the sector, such
as Organix, Plum Baby, Hipp and&lla

Several smalleorands of frozen organic baligod have grown during the last few years and are
finding listings within the independent stes where it is easier to deal with the operational
challenge of having baligod in freezers

21




Pricing& Promotions

Organic products sit clearly within the premium food and drink secmmnmandnga higher retail
price. There is no fixed rule as to what thitce premium is across the sectors and surveys show
that that the pricepremiumcan be anywherérom 1-2%right up to over 100%

The price differential is low in those categories whatrggher volumeof organic is solduch adaby

food and yoghurts. On fresh food areas such as chicken, eggs and red meat, the premium is much
higher. Clearly the cost of production in the algaised product areas is inflating the price

significantly due to the cost of lower stocking densities, highedfprices and lower yields. Loyal
customers do understand the need for higher prices on organically farmed pradumtser the
additional costsPrevious studies have shown that customers are prepared t@ppgoximately

20% extra as a premium for onmgja (Source: Soil Association consumer studies)

There is no established rule for pricing orgamitit is frequentlythe top-tier pricing for a category.
Currently while the UK market is undergoing a prolonged period of deflation, the oppityttm

ranldS 2NBI yA@LIR a2 LI WEWI RS 221 Ay3 T @2dz2NI 6f So
in their categoriesso it is a positive time to discuss premium products whiehguaranteed tell.

Ly | NBOSyd hNAIYAtude SWERS . LINANES thedblggdsthbstaEs R
purchasing organic products. However this was only a barrier for 52% of resporidackof
availability of product on shelf an@nge/ choice was a barrier for 18% of respondents.

Pricedifferentials for orgnic v nororganic product are increasing and this is a real threat to
maintaining loyalty. The price wars are ramping up across all retailers, testing consumer
commitment to organic. For example the price of 1kg of carrots is 60p versus £1 for 750@ organi
carrots ie 120% premiumthe price differential waspproximately25% a year ago.

The discounters, although with small ranges of organic, are selling at a 25% distoent is a long
term possibility that this will bring overall organic market psicewn

Sample Price Differential (Sainsburys Feb 2016)

Product Organic Price Non Organic Price | % difference
Bananager kg 1.20 0.85 41%

Milk 4 pints semi 1.85 1.00 85%

Eggs Med x 6 1.90 1.15 65%
Tomatoes Plum 225¢g 1.80 0.90 (2500) 122%

Tea own brand@0s 1.75 1.50 16%

Mince own brand 4.00 3.70 8%

500g
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Promotions

The pressure of price wars has begun to impact organic pricing as well. Although promotional
participation is at a low level for the organic category, some of the key commodity areasvare
having to offer discounts to compete.

In the branded areas of grocery and dairy, organic products are running pocepons as often as
their non-organic equivalents

The key time of year for a focus on organic price and promoiiotise UKis Septenber when the

Soil Association lead a campaign to raise awareness of organic through all retail outlets. Traditionally
all of the main supermarkets have a large number of promotional offessadtore; this may be a
crosscategory discountffer or promotions through loyalty discounts
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Marketing

During the last few years, there has been very little specific advertising of organic brands and no
YI 22NJ 0NI yheSRY YN0 OBELI ATy a o stsichasdeéd Vall&Narekn/@2 6y 0 NI
Blacks and Clipper continue to market througjbssy foodnagazines includinggtailer magazines.

The Organic Trade Board is coming to the end of an EWypatéd campaign which runs from 2013
16. Approximately 80 companies selling organic products énUK have come together with funding
for this campaign and gained matéimding through an EU fun@his was the second set foinding
from the EU following the firstampaign from 201 o @ ¢ KS bWHNBEF ¥A & S5AFFSNBY i
focused consumers ome¢ differencedbetween orgaic and nororganicin a lighthearted way. A
large percentage of the budget was spent on billboard advertising in London tube and suburban
train stations, targeted at the younger urban customer.

oMG!

The place was packed.

Everyone who was
anyone was there.

Where were you?

Yes, organic can cost more.
One reason for this is the high animal welfare standards. Organic chickens .
live in smaller flocks, have more space and greater outdoor access. []I’ga“lc-

You get what you pay for, so buy something organic today.

¥
¢

CKAA FTROSNIA&AAY3T 41 &4 AdzLILIR2NISR GKNRBAZAK (F NBSGS
websites. Within specific categories, the adverts were positioned to disrupt the shopper and
influence their choice to buy an organic option. The resulthisfvery focused approach were
reported to have increased sales significantly.

It is anticipated that there will be another EU paftinded campaign commencing in 20d&/fich
again will be funded bgirca80 UK companies selling orgaaitd partfunded bythe EU

Details of the campaign are available on the webisttp://www.organicukfood.com/
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Press/PR

The UK media have been very saptjve of positive organic storiesnce the market has

returned to growth. From time to time, the press do reference organic as being the choice

2T GKS Y2NB I FFfdzSyd FyR WdzLJLISNI Of  3aQ aK?
much more focus on the benefits of organic in recenterage.

Soil Association lead may the stories about organic in the UK and raise the profile of the
broad choice of brands and products which are certified by them.

Most recently, there has been a constant stream of gonedsstories initiated by the
publication of new scientific research on the nutritional benefits of organic meat and dairy
in the British Journal of Nutrition in February 2016. Studies by Carlo Liefert and his team at
Newcastle University proved that organic production metbalaffectthe quality of the

food producedboth organic meat and mil{dairy) wereshown to have more desirable

omega 3 fatty acidground 50%mnore when compared to conventional productshis was
shown to be due to the fact that organic animals eat a more natural grass based diet
including clover.

lff 2F GKS YIAY RIFEAf@ LI-0RBE|IAYIOKRBAS! RPK

Why eating organic is healthier as well
as kinder to animals

@ Amy Willis for Metro.co.uk

The output of the research is available at
http://www.ncl.ac.uk/press/news/2016/02/organicandnearganicmilkandmeat/
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Events

There are a number of events in the UK where organic is showcased among both multipknigetail
independent retail buyers

Natural & Organic Products Europm Excel, Londotakes place in April and the largest

and most specifically targeted to orgasi This is an annual show, bringing together the key
organic, natural and specialist diet Imds selling in the UK. Visitors are mainly independent
retailers, buyers, industry experts aoderseas buyers

TheSpeciality Fine Food Faakes place in Septembat Olympia, Londoandis a more
general premium food exhibitiofwhere Bord Bidnave an Irish pavilion

Farmshop & Deli Showakes place iprilandis a trade event attended by independent
retailers across all categories such as butchers, bakers, cheesemongershégsn
greengrocers and local stores. It is more suited to agitical based products or brands with
a speciality/fine food biagThe event coincides with Food and Drink Expo in Birmingham
NEQG.

Awards

Soil Association BOOMsin annually. There is a link on their website for more information
http://www.soilassociation.org/awards/boomawards

These awards provide an excellent platform for gaining profile within the UK market

Great Taste Awardare well recognised within the UK and cat as a good influence with
buyers. There is no specific organic categbtip://greattasteawards.co.uk/

Publications

There are @riousmagazines which highlight the latesew products and trends within the
organic, natural and fine food arenia.could be useful to sign up for circulation.

Natural Products online www.naturalproductsonline.co.uk

Fine Food Digest https://gff.co.uk/publications/finefood-digest/
Speciality Food Magazine www.specialityfoodmagazine.com

The Grocer www.thegrocer.co.uk
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Organic Retailers and Wholesaler®rofiles

This section summarises the main data and strategies fomthiéple retailers independent

retailersand wholesalers for organic in the UK. It gives contact details, key points on overall strategy
for the larger retailers and a short summary on the approach to retailing organic within each
business.

Retailers- Large

1. Sainsburys 8. Aldi

2. Tesco 9. Lidl

3. Waitrose 10. Amazon Onlim

4. Ocado Online 11. Costco

5. Marks and Spencers 12. Holland & Barrett
6. Asda 13. Nutricentre

7. Morrisons

Retailers¢ Smaller Chainsk Box Schemes

Riverford box scheme
Abel &Cole boxscheme
Planet Organic

As Nature Intended
Daylesford
Wholefoods

o gk whpE

Wholesalers

Essential Trading

Queenswood

Infinity

Community foods

Marigold

Tree of Life

The Health Store

CLF

Catering wholesalers
a. Bidvest c. NCB
b. Brakes d. Blakemore

© o N gk wDdRE
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Sainsbury’s

1 Sainsbury plec,

33 Holborn,
London, ECIN 2HT
Tel: 0044 (0) 207 695 6000
www.sainsburys.co.uk

ORGANISATIONAL OVERVIEW

Domestic Market: United Kingdom UK Revenue 2014: £26.1bn
No. of Formats: 3 Operating Countries: 1
No. of Stores: 1,203 Sales area: 2,160,000 sq. m

Sainsbury’s Mission
‘We will make customers’ lives easier, offering great quality and service at fair prices, serving our
customers whenever and wherever they want’

Key Messages for pliers Strategy
Sainsbury's has indicated that it is particularly keen to work with suppliers that:

(0]
(0]

(0]

Deliver quality leading product standards at highly competitive prices

Share its commitment to high ethical standards with industry leading standards in animal
welfare, marine conservation, and environmental responsibility

Respect their strong heritage in food and develop products that help to further differentiate it
from competitors

Private Label

o Private label development is a major focus and the company is keen to engage with suppliers
who share its desire to provide superior quality products at prices 20% lower than equivalent
brands

0 Opportunities exist across its pate label ranges to support Sainsbury's 'Great Food' agenda

0 As its presence builds across new channels, and in particular in convenience, new private label
subbrands could create opportunities

Pricing

0 Maintain and develop its price competitivenesadavork with suppliers to drive volumes

0 Sainsbury's wide ranging promotional strategy provides opportunities for suppliers to drive
sales, particularly through meal deals, till coupons and ebastd campaigns

o Brand Match presents opportunities to supgsk for stronger irstore promotion of their brands

0 Nectar offers scope for many suppliers to drive sales, and can also provide a route to engage
with Sainsbury's on more innovative promotions

0 Sainsbury's is keen to work with suppliers on high impaatotions

Promotions

o0 While multibuy deals remain a key part of Sainsbury's promotional mix, there is now increasing

focus on a range of alternative mechanics including coupons, fuel discounts, and Nectar point
promotions to communicate continuing value and stimulate storésvis
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Store Formats

0 Sainsbury's is committed to expanding the scale of its physical presence through a combination
of supermarket openings and extensions, new convenience stores, and further investment in its
multichannel operations

Online

0 Sainsbung views online development as central to its objective of reaching more customers
through additional channels. The key priority is to maintain the growth in the business by
encouraging more regular online shopping and broadening the shopper base furthieh, w
Sainsbury's will support through further capital investment

Organic at Sainsburys

Sainsburys is the clear leader of market share for organic at 29%. In part, this is due to the decade of
success for their SO Organic brand, which offers own bchoite in most categories and

compliments a good selection of organic brands. So Organic was launched over 10 years ago as the
first own brand organic range and it still maintains a high level of loyalty among its customer base
the design has nathanged during this time period.

The So Organic rangeaipproximately300 products covering Meat & Poultry, Produce and a select
range of Grocery lines which are complimented by a further 400 branded organic products, mainly in
the Dairy and Groceryestors. Sales are over £200m and all stores provide at least a core range of
100 products.
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With the changing landscape of retail in the UK, and the advance of the discounters, Sainsburys has
been rationalising its overall range count and although thisnmsignificantly affected organic
except within the meat fixture, it is likely to do so in the future

The opportunity for organic line listings in store are minimal. Online does give an additional
opportunity but at this stage, Sainsburys is unable tized its own line catalogue beyond those
products available in stores.

There is significant potential for Sainsburys to range organic to more of their convenience stores
given that organic is appealing to a new group of customers ie millennials, who@asa ko shop
F2NJ WF22R (2 32Q YR 2NHIYAO LINRRdAzOG &

Although Sainsburys have not staged any major campaigns for organic, they do have an ongoing
offer programme, both on shelf discounts and nectar point coupons to maintain loyalty to organic

Sainsbury&K | & | WaLISOAlIfAald RASGKTFNBS FNRYQ TAEGINS
organic brands

Total Organic Range Count(2014 Soil Association organic report) 709 lines
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TESCO

Tesco Head Office (UK & International),
New Tesco House,
Delamare Road,
Cheshunt,
Waltham Cross,
Hertfordshire.
EN8 9SL
Tel: 0044 (0) 1992 632 222
www.tesco.com

ORGANISATIONAL OVERVIEW

Domestic Market: United Kingdom UK Revenue 2014/15: £43.6bn
No. of Formats: 5 Operating Countries: 12
No. of Stores: 3,378 Sales area: 3,885,484 sq. m

Tesco’s Mission:
'We make what matters better, together’

Key Messages for Suppliers Strategy

(0]

(0]

UK's largest and the wiad's third largest grocery retailer, with operations in 12 countries
spanning Asia and Europe

Core purpose is 'We make what matters better, togethdrdsed on the ethos of "rone tries
harder for customers" and guided by a philosophy to "treat eveeybow we like to be treated"
and to "use our scale for good".

Private Label

(0]

(0]

Strong private label strategy stretching from Everyday Value, through Discount brands and the
core Tesco brand through to Finest and Venture brands

Tesco operates a range of niche brands targeting specific customer groups or demands. Key lines
include Organics, Healthy Living, Kids, Free From and Healthier Choices in food

Pricing & Promotion

(0]

Tesco uses its scale advantages to pursue a velathsrategy in which profit from sales is

rolled back into the business in order to reduce operating costs, improve the offer to customers
and cut prices

Tesco's EDLP platform remains central to the retailer's value proposition and Tesco is
increasingly embrang a variety of innovative promotional mechanics to deliver value for its
shoppers

Clubcard remains a key driver of Tesco's promotional strategy, with Clubcard Rewards used to
drive customer loyalty.

Price Promise, its coupon at till system which refutite difference on shopping baskets that
would be cheaper at Asda, Sainsbury's and Morrisons, demonstrates its continuing focus on
delivering value for its shoppers

Store Formats

(0]

Operates a multformat strategy in the markets which it operates.
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o0 Hypemarket, supermarket and convenience formats maximise market share by delivering
solutions for a variety of customers and shopping missions.

o0 Suppliers that can adapt their offer to maximise the opportunities presented by specific formats
are best placedd grow their business with Tesco.

Online

o0 Online operations will become much more important as Tesco aim to broadens its product and
service offer, invest in new capacity, expand online internationally and makes its service more
convenient to customers

0 Suppliers need to ensure they have the right structures in place, with the right mix of skills,
knowledge and experience, to process the increasing proportion of their business with Tesco
that will be via Tesco.com

o As more orders are fulfilled through dotcom only stores, Tesco will be able to offer a broader
product offer customised around the preferences of online shoppers. This shift could present
opportunities for suppliers to sell a more extensive range of prtgjymarticularly organic
suppliers.

Organic at Tesco

{AYyOS (G4KS 2NHIYAO 0622Y Ay SIFNI & Hnnnaisgrowts a o2
in organics. They are now achieving a 26% share which is slightly less than SadedpitgsTesco
having more stores.

¢5402 R2yQ( K2daBQ 210K o NIWAR FyNEF YA O NI y3IsS | yR
attention on ensuring that the organic fruit and vegetable section is as comprehensive as possible.
Unfortunately the wide organichoice in produce is not complimented by such broad organic choice
across the store and customers notice this.

However as with other multiple retailers, Tesco are very aware of the premium value of their organic
shoppers who spend much more than the aage shopper, up to 3 times tHeasket size. This

clearly is a big incentive to retain these shoppers and to encourage them to buy more of their overall
basket at Tesco.
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Tesco are supportive of organic brands and like Sainsburys, they have adequatamddagjies and

some sectors of Grocery such as pulses, pasta, tinned tomatoes. However there is no holistic
approach to ranging organic, the decision is left up to individual buyers. This does mean that organic
products have to be pitched alongside non origaand this can be a challenge given that organic is

still a niche market at 1.4% of the total. The organic product needs to have other USPs alongside
organic status and be truly innovative.

On a positive note, Tesco appointed an Organic Brand manageddienof 2015, so the importance
of organic may welhcrease within their business once they haveaealuated their current
position

Total organic range count(®4 Soil Association Organic Report) 742 lines
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Waitrose

Waitrose Limited,
Doncastle Road,
Southern Industrial Estate, Bracknell,
Berkshire, RG12 8YA
Tel: 0044 (0) 1344 424 680
www.waitrose.co.uk

ORGANISATIONAL OVERVIEW

Domestic Market: United Kingdom UK Revenue 2015: £6.5m
No. of Formats: 3 Operating Countries: 3
No. of Stores: 350 Sales area: 563,893 sq. m

Waitrose Mission
Waitrose is part of the John Lewis Partnership and ‘aims to deal honestly with its customers and
secure their loyalty and trust by providing outstanding choice, value and service’

Key Messages for Suppliers Strategy

6 Combines convenience of supermarket with the expertise of a specialist shop providing premium
food products and broad choice

0 Partnership structure results in a very high level of staff commitment

0 Demonstrates vaie through Price Commitment, Brand Price Match and promotions

0 Make shoppig easier through online ordering, a carry to car service, checkout packing and
facilities for disabled people

Private Label

0 High quality private label offer, differentiates from competitors and enhances customer loyalty

0 Does not operate a conventional good, better, best architecture, preferring instead to offer an
array of own brand ranges targeted at distinct needs and sioca

0 Premium own brand ranges provide the retailer with a unique point of difference

0 Generates over £100m of sales from the sale of own brand products through sourcing agreements
with third party retailers in 25 countries

Pricing

0 Sharpened itpricing and introduced more compelling and frequent promotions

0 Waitrose's Brand Price Match acts as a beacon of value to shoppers across a range of everyday
products

0 The expansion of Waitrose's store network into mixed affluence areas necessitetssoio price

Promotions

0 A commitment to excellence in food quality and customer service underpins the Waitrose
customer proposition

0 The use of Heston Blumenthal as a brand ambassador supports food quality credentials

0 MyWaitrose card is an increangly important driver of loyalty and a source of shopper data

0 Digital engagement is a key area of focus for Waitrose as it seeks to be a market leader in this field
following the launch of waitrose.com and Waitrose TV

34




Store Formats

0 Extend itgeach with both large and small format stores

0 Ambition to double sales to £10bn by 2020, requires a step change in the scale of its estate

0 Convenience represents an opportunity to establish a presence in catchments that could not
support a full sizesupermarket.

0 Atarget of 300 convenience stores by 2024,if realised, would make Waitrose a key player in the
convenience sector

0 Keen to build its online scale now that the constraints of its no compete agreement with Ocado
have been lifted and its vixsite has been réaunched

OHaving become more flexible about forma¥daitrose will be able to accelerate its store

Organic at Waitrose

Waitrose Duchy Organic

Good Food, Good Farming, Good Causes

Waitrose are the 8 largest supermarket for organic food, wigpproximately23% share of the UK
organic market. They selpproximately 1500 lines, the highest within any supermarket and the
basis for achieving the high organic share when compared to their share of the overall grocery
market which sits aapproximately5%.

Theirmost notable brand is the Waitrose sabNJ Yy R W5 dzOK& FNRBY 2 AGNRAaSQ
ranging from shortbread, to beer and cheese to vegetables. This flagship brand is built on the
principles of good food, good farming and good causes: a percentageoler is donated to the

Princes Trust charities. Waitroselezinched the Duchy range over the course of 2015 to give it a
Y2NBE WSGPSNERLIWlyithaddSupét NS YLANGBYD AA2Y | 3S g KA OK LIR2GSY
mainstream customers whereas tihnew design has a more mgtier customer appeal. Early results

seem to be working well for the brand. The Duchy range stipulates Soil Association certification for

all products.

Alongside Duchy choice, Waitrose sell the most branded organic linesopatinarkets accounting
for almost 65% of the organic range. The Waitrose customer tends to beaffarent, older and

have a strong appreciation of food seeking out both innovative products and quality food products
which may not be available in othermermarkets.
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They focus strongly on Fresh foods and take pride in having the most comprehensive ranges of
organic choice in organic meat, fish and poultry. Their organic Produce range sits in its own
dedicated bay within the fruit and vegetable sectiorstare, making it more accessible for
customers. Shelf edge labels identify organic products clearly.

Waitrose are traditionally a more Southern UK based retailer which is heartland for organic
consumers, giving them a good basis to maximise sales of ttleyDange. They appear to be more
open to listing new brands and are not focused on rationalising ranges like other supermarkets.
Although they are not formally linketo Ocado, it is often easi¢én gain a branded listing if the
product is selling welltaDcado in the first instance. Cost prices are shared between the two
businesses.

Within the produce fixture, Waitrose display all organic products together. However in the rest of
the store, they sit alongside non organic by category.

Waitrose run a cocentrated campaign on organic during Organic September, a month long
campaign lead by Soil Associatippromoting the benefits of organic food and drink

Total Organic Range Count (Soil Association Report 2014) 778lines
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ocado

Ocado,
Titan Court,

3 Bishop Square,
Hatfield Business Park,
Hatfield,

AL10 9NE, UK
Tel: 00(44) 01707 227800
www.ocado.com

ORGANISATIONAL OVERVIEW

Domestic Market: UK UK Sales 2014: £948.9m
UK Profit 2014: £7m

Formats: Exclusively online Operating Countries: 1

No. Fulfilment centers: 4 customer fulfilment
centers, 15 spoke regional fulfilment centers

h Ol RuisSién
We2 NBG2tdziA2yAl S (GKS glhe LIS2LXS aK2L) T2NBISNE ¢
FftGSNYFGAGS G2 GNIRAGAZ2YEFE AINBOSNE &AK2LILAY3IQ

Corporate Strategy
hOFR2 gl & F2dzyRSR AY Hnnuw YR Aa OdzNaddbthed f & (K
largest such operator in the world.

It delivers an average 18,000 orders per day and its geographical reach extends to 70% of British
K2dzaSK2f Ra®d hOlFIR2Qa NIy3dS y2¢6 AyOf dzRSE 23SNJI n
expanding thisfurtheb LYy HnamnX hOFR2Qad OdzAG2YSNIDRa | @SNI 3
£113.53).

The Irish Shop

Ocado has an Irish shop and the sales for the 24 week period from 1st December 2014 to 17th May
2015 are £1.3m, which is +24.7% up on the same period lastlydat. R2 Qa 2 @SNJI £ LISN
during the same period was +16%. This is being driven by an additional 8,000 new shoppers using
hOFR2 LISNJ 6SS{1Z YIAyfte agAlGOKAYy3I FNRBY { I AYyaodz
increased 20.5%, frequency of pureeas +1.2% and spend per visit in the Irish shop is +7.5% to
£3.06.

Key Messages for Suppliers Strategy

o0 Ocado is the largest online only grocery operator in the UK and number 2 in size behind Tesco.

o Itis a purely online operation and delivers an average of 18,00 orders per day and its
geographical reach extends to 70% of British households

0 The Ocado offer consists mainly of grocery lines, which includes a branded offer as well as its key
big brandslt also sells a number of Waitrose products including all of the Duchy range.
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o It has number of specialized store branches on its website, including geographical stores for
example: The Irish shop which only sells Irish produce as well as a dedicagtdr®€¢EFetch).

Private Label

o0 Ocado continues to grow its private label range as it is expected to sever ties with Waitrose by
2020.

0 Ranges and products can vary significantly by market to take into account local demand

0 Ocadohas ambitions in its future for organic private label

Pricing and Promotion

o hOIFIR2 dzaSa | W[2¢6 tNROS tNRPYA&ASQ LINAOAY3I LINER
branded products or an own label equivalent can be bought cheaper on Tesco.com.

Organic at Ocado

o :
A ’e
~— M

Ocado offer the most extensive range of organic products online in the UK with almost 3,500 lines.
They are now well established as the leading choice for home delivery of organic food, drink and
non-food and they are also thé®Jargest aline food retailer in the UK with an estimated turnover

on organic of £90m.

Despite their overall grocery market shareagproximatelyl%, they havapproximately7% share

of the organic market and are a destination shop for organic. Informed customtersre loyal to

key organic brands know that they will be available through Ocado, particularly if not available
elsewhere. They also know that Ocado will stock many new and innovative organic products with a
continually expanding range.

Whereas the origial Ocado customer base tended to be more affluent, southern UK based, Ocado
have achieved good success in building their network to attract middle market customers on a
national scale. London and South East now account for only 52% of their customenba&&% of
customers have a salary under £40K. This bodes well for expanding the credibility of their organic
offer
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Ocado have been developing their own brand of Organic, called Wholegood and now have
approximately50 lines in this range: they continte sell the complete range of Waitrose Duchy
Organic products under contract complimented with a wide variety of branded products. Recently
GKSe KIS SELIYRSR GKSANI WaK2L) gAGKAY &K2LIQ

{ K2LIQ ¢ KARGK 2MNHOWEA™ YSF G FyR | WwigRoid specilityfobd/ 3 &

andnonf22R® ¢KS&S FTRRAGAZ2Yya O2YLX AYSyid GKS | f NBI

is now a significant part of their organic range.

As an online operator, Ocadmve a simple modejthey order from suppliers what customers order
from them. This maintains a level approximately0.6% waste versus an average of 4% across
WoNROl& YR Y2NIFNR NBOGFAf SNAO®

They currently have Rilfilment centres, one in Hatfieldirca 20 miles north of London and one in
Dordon, in Warwickshire, Midlands. Supplier deliveries are made to these two centres and then
AKALIISR 2dzi (G2 mc NBIA2YyFE WaLkR1SaQo ! F dzNJ K

Ocado is a very good starting point foahds wanting to enter the UK. There is already an Irish

WAK2L) AY aK2LXQ 4G hOFR2 gAGK +y SadlrofAakKSR
securing organic product listingghere is a cost to entry.

Selling brands from an online shojindow is challenging, however there are opportunities to
promote and to ensure that customers are made aware of new products through promotional
mechanics, promotional monies needs to be set aside to support brand listings.

Total organic range count (Sdlssociation market report 2015) 3344lines
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MES

Marks & Spencer Group plc,
Waterside House,
35 North Wharf Road,
London,
W2 1INW
Tel: 0044 (0) 207 935 4422
www.marksandspencer.com

ORGANISATIONAL OVERVIEW

Domestic Market: United Kingdom UK Food Revenue 2015: £5.2bn
UK Total Revenue 2015: £10.3bn

No. of Formats: 4 Operating Countries: 54
No. of Stores: 852 Sales area: 2,286,515sqm

Marks and Spencer’s Mission
‘To make aspirational quality available to all’

Key Messages for SupplieBrategy

(0]

(0]
(0]

The majority of future growth will be achieved by extending UK models of operation to new
markets overseas

All activity must match with and complement the goals set out in the sustainability plan
Supplier activity will be held to the same standards and subject to the same scrutiny as that of
M&S

Private Label

(0]

(0]

(0]

Private label is central to the M&S identity tlwboth grocery and GM playing a role and M&S
played a role in making private label groceries equal to brands in terms of quality

M&S has not chosen to offer a full "gobeétter-best" price architecture, although this need not

be a weakness, given thatdbes not aim to offer a full grocery shop

The decision to implement the Plan A sustainability policy makes M&S private label range one of
the first to combine both quality and rigorously sustainable attributes

Pricing and Promotion

(0]

(0]

In grocery and GMVI&S sets out to be competitive and "appropriate"”, rather than cheap, the
emphasis is on appropriate and realistic pricing on unique lines

Promotional activity forms part of a "case" for shoppers to visit M&S but it is not part of the
M&S brand

Store Fomats

(0]

To meet changing customer needs, M&S is developing a modern, coherentchasitiel
approach to retailing in the UK, with the eventual aim of rolling this out internationally

0 Stores are seen as a key means of delivering and showcasing the company's sustainability

programme
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Online

o Online is a major growth channel for general merchandise and food with food sold through the
channel on special occasions

0 MA&S is aiming to creata seamless realorld online transactional environment and therefore
any marketing activity should ideally also work across multiple channels

Organic at Marks & Spencer

MARKS &
SPENCER

Organic

ORGANIC
CERTIFICATION UKS5

Many UK organic industry onlookers, comment that organic should be a muehimportant part

of Marks and Spencers strategy. Up until 2010, M & S did use organic as a differentiator and it was
available in many of their everyday sectors, such as chocolate, pulses, as well as on the main fresh
food categories

However, as they ara predominantly convenience foetlased retailer, they range edited many
2NBIYAO ftAYS&a AY Hwnmn YR y2g NBAIGNROG (GKSANJ
ie meat, poultry, vegetables, milk, cheese. They provide a simple range, andttadke significantly

as a consequence.

Overall range count is estimated at 50 lines
There is little opportunityor organic brands unless wédhown consumer favourites.

Estimated range count January 2016 50 lines

41

v

2

2 NE




Key Messages for Suppliers Strategy

o 'Different and Better than Ever', Morrisons aims to achieve this by leveraging its key strengths
such as craft skills, customer service, vertical integration aistbire production

o Staying focused on food, buildingetin-store customer experience, prioritising value,
strengthening customer service, developing a general merchandise offer online and becoming a
multi-format, multi-channel retailer

o Two areas of strategic focus, driving topline sales and range developnietrteasing efficiency
and capturing growth, not least through developments online and in convenience

0 C20dza 2y WO2NB o0dzaAySaaQ>x Ada adzZSNXYIFN] SO F2

Private Label

o Own brand is a major pillar of Morrisons brand pledge of "Friendly people makiagfgosl
affordable for everyone"

0 Relaunched private label offer during 2012

0 The new own brand ranges do not adhere to established good, better, best architecture but are
grouped around customer needs

o Key ranges include M Kitchen (convenience) M safialue) NuMe (healthy eating) M Signature
(premium), M Organic

Pricing
o0 Combines key elements of both EDLP (everyday low prices) and 'Hi/Lo' (a strong promotional
offer)

0 Uses a broad range of promotional mechanics to engage shoppers that stretchoinooh
pound deals, fuel promotions and BOGOFs to innovative promotions such as win free shopping

Promotions

0 Value is key to a large proportion of Morrisons shoppers and there are opportunities to drive
promotions strongly through engagement with the ader
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