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ScSis one of the UK's leading furniture and flooring retailers, operating from

100 stores nationwide.

Our missionis to be the UK's best value-for-money home retailer. Delivering
outstanding value, quality and choice with a seamless customer experience.

Despite ongoing challenges, we continue to live our values and deliver for all
of our stakeholders, including our colleagues and customer by helping create

the homes people love.
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Financial highlights

Gross sales*

£ 324.5m

+£56.4m

Gross margin*

45.35%

FY20:44.6%

Underlying profit before tax*

£18.4m

+£17.6m

Underlying earnings per share*

41.5p

+38.7p

Cash

£87./m

+£5.4m

Dividend**

10.0P

reinstate

*  SeeAlternative performance measures pages 134 to 135.
** Dividendincludes 3.0p interim paid and 7.0p proposed

final dividend.

ScS Group plc

45-49 Villiers Street, Sunderland
SR1 1HA, Tyne and Wear
Tel.0191 731 3000
WWW.SCS.Co.uk

The community you love

It's been afulfilling year of giving back and raising
awareness.

Read more on page 10

The products you love

We have a clear mission to be the UK's best value
home retailer.

Read more on page 12

The company you love

Our colleagues' wellbeing continues to be akey focus
forus.

Read more on page 14

Sjuswiee]S [epueUl{ | @dueulan0D) 8jeiodio) | Jiodaydibarens




ScS Group plc Annual Report 2021

Ataglance

Sofa Carpet
Specialists

Where we are

From Aberdeen to Plymouth,

we trade from 100 showrooms
across the UK, providing an inspiring
experience and showcasing the
latest developments in our range
and brands. Most importantly,

our showrooms provide the key

'sit test' to our customers. We

want to ensure our showrooms

are accessible and reach as many
potential customers as possible;
the right showroom in the right
location works hand-in-hand with
having great people, great product,
excellent service and value.

As customer shopping habits evolve and the demand for
omnichannel shopping experience increases, we are able to
support our physical estate through offering all of our ranges

on our website, enhanced with additional web exclusive ranges
with awider market appeal.

Ourimproved omnichannel offering allows customers not
only to purchase with more confidence online but perform
detailed research before visiting one of our showrooms. The
retail network is then further supported by nine strategically
placed regional distribution centres.
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Our stores and

distribution centres

e Stores

0 Distribution



About us

We are ScS—the Sofa Carpet Specialists. We have over 100
years of furniture and retailing experience and have established
ourselves as one of the leading furniture and flooring retailers
inthe UK. Our specialist colleagues are highly trained, ensuring
we offer our customers the best combination of customer
service, value for money, quality and product choice.

Our purpose

Never have our homes been moreimportant to us. They

have evolved and become offices, schools and much more,
although above all they have continued to be where we can
relax and enjoy quality time with our families and friends.

Our refreshed purpose is simply 'Helping create the home

you love', leaving our customers to focus on creating memories
with those closest to them.

Foundedin the 1890s as a family-owned businessin
Sunderland, we understand our customers and how important
customer experience and value are to them. Working closely
with our suppliers we offer awide range of products across a
broad range of price points, ensuring that our customers have
the best available choice of quality furniture and flooring, and
allataprice that meets their requirements. Alongside offering
our customers great products, our retail colleagues are on hand
to ensure that they also receive an excellent customer service.
Our customers are of utmostimportance to us and drive us to
continuously look for ways toimprove the customer journey.

Read more on Our business model on pages 8 to 9

Gross sales breakdown*

£324.5m

(FY20: £268.1m)

B Furniture sales: £248.9m (2020: £219.0m)
B Flooring sales: £28.7m (2020: £30.0m)
Online sales: £46.9m (2020: £19.1m)

*  See Alternative performance measures onpages 134 to 135.

Showrooms across the UK Distribution centres

1OO (2020:100) 9 (2020:9)

Averageretail space per store

14,374 o

Our values

Our people make us who we are, and creating an outstanding
teamis at the forefront of our existing and refreshed business
strategy; it encourages our people to give their very best and
enjoy what they do. We are committed to creating a great place
toworkand our culture is underpinned by our RIGHT values:

Responsive: To our customers, colleagues, markets
and new ways of working;

Inclusive: Working and communicating with each other
to achieve common goals;

Getitright: Doing things right first time;

Hard working: Passionate, committed and driven with
awinning attitude; and

Trusted: Operating with fairness, respect, honesty
andintegrity.

We encourage an open and honest culture when engaging with
our stakeholders. We inspire success in our teams, ensuring
that all our colleagues feel supported. Every team memberis
treated as an equal and we recognise and reward people for
doing the right thing.

Delivering our values will continue to help our business grow, evolve
and build acommunity that our people are proud to be a part of.

Ourresponsibility

At ScS, we recognise that as aresponsible business we have an
obligation to operateinamannerthatisboth ethicaland sustainable.

Our focusis onthree key areas:

— Environmental, where our emphasis is on recycling waste,
reducing energy consumption and emissions, and working
with our supply base to ensure ethical sourcing;

— Social, to continue to make ScS a great place to work,
with afocus on creating an outstanding team and making
apositive impactin our communities; and

— Governance, promoting the long-term sustainable success
ofthe business and a culture aligned with our right values.

Read more on being aresponsible business on
pages 30to 41

Average employees

1,855

(FY20:1,707)

B Store: 56% (2020: 55%)
B Head office and support: 22% (2020: 22%)
Delivery and warehousing: 22% (2020: 23%)
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Key eventsin the year

Being there for
Our customers and

colleagues throughout
the COVID-19 pandemic

December ¥

'Zero touch' finance
introduced onwebsite.

— ¥ August
New website launched. OCtOber

Wales entered a two week
nationallockdown.

December ®

Stores across
England reopened.

Group continues
tobenefitfrom

reopening bounce
following second
lockdown.

November
England entereda - -
nationallockdown. BOXII‘Ig Day
september Following the UK government
UK governmentincreased announcement, we saw store
COVID-19 relatedrestrictions, closures across Scotland,
including localised lockdowns. Wales, East of England and
South East England, including
London.

=@= Orderintake




As a result of the COVID-19 pandemic our stores have experienced
temporary closures throughout the year and customer shopping habits
have not followed the usual trends. We saw a shift towards a more usual
sales pattern towards the end of the year. The profile of our order intake
can be seen below.

April
Englishand Welsh

stores reopen
producing record week.

May

Bank holiday weekend.

h |
w

% Late December

Our key winter sale saw anincrease
in orders, but was ended early
following further store closures.

— ® May

Repaid £3.0m
Coronavirus Job
Retention Scheme
grant claimedfor FY21.

B
OPEN June
Late January Tradingbegins
MyScSLive launched. to stabilise above

April . pre-pandemic levels.

Scottish stores
able toreopen.

July ®
Interim dividend of 3.0p

per share paid, reflecting
strong performance.
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Chair’s letter

“|would like to thank
rcustomers for their
Ntinued support.’

OuU
CO

After another challenging year ScS is recovering well. It has
continued to be of the utmost importance to us todo the
right thing by our colleagues, customers, communities and
other stakeholders.



Dear Shareholder,

Thisreport covers FY21, whichended on 31 July 2021.1n

last year's Annual Report, I expressed how proud | was of our
colleagues'response to the COVID-19 pandemic as they
continuedto live by our RIGHT values during such challenging
times. Twelve months onand once again | want to take the
opportunity to express my gratitude to all my colleagues for
their support and commitment to the business during the
ongoing pandemic.

Overview

After the challenges brought by COVID-19inFY20, Iremained
cautiously optimistic cominginto this year, although acutely
aware there was a significant amount of continued uncertainty.
No one could have foreseen a year whichincluded a further

17 weeks of closures for our store network. However, lam
delighted that, in the face of the challenges, the Group has
delivered arobust set of results and finds itselfin a strong
position asit enters the new financial year.

Ina significant moment for the Group, and as previously
announced, on 31 July 2021, after 33 years with the business,
David Knight retired from the Group. As Chief Executive
Officer, David was a significant part of the Group's success,
and he has been unwaveringin his commitmentto ScS.

On behalf of the Board, | would like to thank David for his
outstanding contribution to the Group.

As part of our planned succession, in January 2021, Steve
Carsonjoined the Board to succeed David as Chief Executive
Officer. Steve has made animmediate and valued contribution,
leading the Board and senior management team through a
review of the Group's purpose, mission and strategy, whilst
continuing to navigate the business through the ongoing
pandemic. Our new strategic plan can be found on page 27
and a Q&A sectionintroducing Steve, is included on page

20. Alongside the newly refreshed strategy, the Group's
colleagues, customers and shareholders have helped to
refresh the overarching goal of the Group. The Group's
purpose, 'Helping create the home you love', will guide us into
the future. This new purpose has guided our new mission and
strategy and willmake anincreasing difference as we emerge
from the pandemic stronger, more aligned and operatingina
way that makes the most of Group's strengths and resources.

As aresponsible business, the Group is committed to acting
inthe bestinterests of our stakeholders andin a sustainable
and inclusive manner. Prioritising our colleagues' safety and
wellbeing has continued to be of utmostimportance. Through
regular communication, we have supported our colleagues
through this challenging time and maintained our commitment
to ensure our furloughed colleagues received full pay. We are

grateful for the support of the UK government through

the pandemic and have repaid the £3.0m Coronavirus Job
Retention Scheme (CJRS) grants claimed during the year.
It has been more important than ever to support our local
communities and lam delighted that we have continued

to support them, providing 10,000 free school meals to
underprivileged families in our founding city of Sunderland,
supportingthe ITV Bowel Cancer Awareness campaign,
and continuing our support of the Foundation of Light and
its programmes to tackle loneliness and socialisolation.
We have also strengthened our internal teams responsible
for our people and our environmentalimpact by welcoming
aPeople Director to our Operating Board and a Supply Chain
Sustainability Manager to our senior management team.

Dividend

Our effortsin previous years to build a strong and resilient
business have been key to ensuring our continued success,
particularly in light of the continued turbulence caused by

the ongoing COVID-19 pandemic. Despite more temporary
store closures as aresult of governmentimposed lockdowns,
our flexible cost base has enabled the Group to minimise

cash outflow and to maintain profitability. The strength of

the Group's balance sheet, coupled with the robust trading
experienced since our stores opened in April, gave the Board
the confidence to repay the £3.0m CJRS claimmadein the
year, and recommence dividend payments, startingwitha 3.0p
interim dividend paid in July. Continued progress and growing
confidence has allowed the Board to propose a final dividend
of 7.0p. If approved, this would give a full-year dividend of 10.0p.

Summary

| continue to be very proud of the Group that | am privileged

to beapartof. After aturbulent 18 monthsiitis encouraging
to see a sense of normality returning. | am delighted that
despite unprecedented times for the business, the Group's
resilience has been proven and we emerge an even stronger
business.lam very encouraged to see trading continue above
pre-pandemic levels and look forward to working with Steve
Carson, the wider Board and our colleagues onimplementing
our refreshed strategy and delivering strong results, alongside
embedding our new purpose into the Group's culture.

On behalf of the Board, | would like to thank our shareholders
and customers for their continued support and our colleagues
for their ongoing dedication and professionalism.

Alan Smith
Chair
4 October 2021
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Our business model

Creating value and choice
for our customers

With a wide range of products, a comprehensive choice across all price points
and a seamless customer experience, we are able to help our customers create

ScS Group plc Annual Report 2021

the home they love.

Our key ingredients

Range of
price points
From £299 to £6,399,

creating value and choice
for our customers.

Online

Showcasing product
and a rapidly growing
sales platform.

On key retail
parks

High quality stores

in prime locations.

Easy ways
topay
Long-term interest-free

credit making
buying affordable.

Brands

Long-term relationships
with leading furniture
and flooring brands.

Service

‘Excellent’ Trustpilot
rated service delivered
by our passionate and
caring team.




Our strengths

Product

We choose our suppliers carefully, with our customer in mind,
to ensure that we are able to offer great value products at a
range of price points. We've established relationships with
some of the most recognisable brands in the market, whose
products are an excellent match for our customers'homes.
Working closely with our suppliers, with long-established
relationships, allows us to offer our wide range of designs and
brands at the best possible value. Our furniture products are
made-to-order and tailored to meet our customers' needs.
Our flooring offering ranges from carpets and rugs to laminate
and luxury vinyl tiling. There is something for every home.

In-store expertise

Our 100 stores allow us to showcase our product ranges
and gives our customers the opportunity to purchase their
furniture and flooring under a single roof. Our stores remain
an essential part of our offering, and work alongside our
online channel, providing our customers with the critical

'sit' test, which they continually tell us is soimportant. Our
dedicated retail professionals are on hand to help the customer
choose the right product for them within our large, modern
showrooms. During periods of temporary store closures
due tolockdowns, we adapted our operations to ensure that
our customers still received a great customer experience

by launching MyScSLive. This web-based solution enables
our customers to video call with a colleague basedin one of
our showrooms. For peace of mind, we also provide afree
surveying service so flooring customers can be assured
that they have ordered the correct size and quantity of floor
covering for their home.

As we welcomed back customers into our showrooms, we
introduced a VIP appointments system to give customers
the optionto book a convenient time where they would be
met with their own personal shopper, further enhancing our
customers' safety and shopping experience.

Digital

The online sales experience is more important than ever and
we continue to investin and improve our digital offering. Our
showroom network is supported by our new website, making it
even easier for our customers to browse our products on their
phones andtablets. Withimproved features such as ‘zero touch'’
finance which enables our customers to apply for finance as part
of anintegrated step in their online buying journey, our website
allows customers the chance to browse and purchase our full
range of products, viewing all colours and styles via our huge
image library and 3D models, at their leisure and convenience.
We have also launched website exclusive products, extending
our range beyond that available to our customers in our
showrooms and appealing to a broader customer base.

Delivery

Our delivery teams operate from our nine distribution centres
located across the UK. We offer a two-man home delivery

and installation service for our furniture products, utilising
electronic proof of delivery software which integrates with our
core system to give our teams'real time visibility of operations.
Our delivery teams provide customers with an efficient and
friendly service, taking pride in their work and having respect
and consideration for our customers'homes. For our flooring
ranges we offer a full fitting service. Working with our third-
party fitting partners, our flooringis cut, delivered and fitted
to our customers' specifications.

Customer experience

Our 'Excellent' rated customer experience is key to our
offering. Our showroom professionals, dedicated customer
experience teams, highly skilled service technicians,

flooring surveyors and delivery teams prioritise ensuring

our customers' shoppingjourneys are a positive one. We
encourage feedback at every step of this journey and regularly
monitor our customers'reviews on Trustpilot to see what

we are doing welland also identify areas forimprovement.

Stakeholder outcomes

Customer experience

Offering our customers a great customer experience which
ensures they get the right product for them, eitherin one

of our showrooms or online, is at the heart of our business,
helping our customers to create the home they love.

Trustpilot rating

Excellent’

People and culture

It's vitalto the success of our business that our colleagues
feelengaged and supported. Doing right by our colleagues
gives them an environment in which they can thrive andin
turn give our customers an excellent customer experience.
Through regular communication we update our colleagues
onthe performance of the business, opportunities available,
support programmes and much more.

Employee satisfaction score

/3

Colleague survey score (+2 vs national benchmark data)

Suppliers as our partners

We have built our supplier relationships over anumber of years
and meet regularly with our key suppliers. The vast majority

of products that we sell are exclusive to us. We are delighted
to be able to offer our customers the brands of our partners
alongside our ownin-house brands. As we continue to focus
on our core model and experience success and growth, our
suppliers benefit too.

Supporting our communities

As aresponsible business, it'simportant to us that we give
back to ourlocal communities where we live and work. We do
this through donating funds to various charities and supporting
our colleagues in volunteering their time.

Donated to local and national charities

£60,000

Return for shareholders

The Group has built arobust balance sheet over the years
which has contributed to our sustainable business model.
This, coupled with our lean operating model and excellent cost
control, provides us with the ability to grow and create value
forourinvestors.

Dividend per share

10.0p

Dividendincludes 3.0p interim paid and 7.0p proposed
final dividend.
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Ayearinreview

Helping create

the community

you love

It's been afulfilling year of giving back to our communities
and raising awareness for the ScS team.

With the ScS head office being located in Sunderland, the

city where the business was founded, giving back to the local
community is very important to us. Working with "Together for
Children Sunderland’ we donated 10,000 free schools meals
to some of Sunderland's most underprivileged families during
October 2020 half term.

Throughout April, with the aim of raising awareness for bowel
cancer, 250 of our colleagues donned their walking boots,
mounted their bikes and dusted off their trainers to cover a
total of over 25,000 miles, greater than the distance of the
circumference of the earth! Working with ITV's Lorraine

as part of a nationwide campaign, we filled the pitch at
Sunderland's Stadium of Light with 22 two-seater sofas to
represent the 44 people who lose their lives every day due to
bowel cancer. Our delivery fleet also proudly displayed special
bowel cancer awareness livery to raise further awareness.
The Group thendonated £1 for every mile, and together

with our colleagues own fundraising, we raised £28,448 for
this worthy cause.

The finance department swapped their calculators for bin

bags as they joined a beach clean-up in partnership with the
local council.

Lorraine presents the 'No Butts' campaign

As part of our ongoing relationship with Sunderland AFC's
charity, Foundation of Light, ScS has been supporting their
‘Wear Together' programmes which aim to tackle loneliness
and socialisolation for the over 50's. Attending various
sessions on arange of topics our colleagues have provided
some much needed conversation and interaction for those
inthe local community who feelisolated and lonely.




“We donated
10,000 free
school meals.”
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Ayearinreview continued

“We haveaclear
mission tobe the"
UK's best value
homeretailer.”

ScS Group plc Annual Report 2021



Helping create

the products

you love

This year we introduced online exclusive products to
our website. Introducing these products allows us to offer
an enhanced range to our customers and helps broaden

our customer base.

InMay 2021 we launched our new and improved warranty
product, Premium Sofa Guard. Itis a complete five-year
package designed to not only protect our customer's furniture
but to keepitlooking great for longer. As an enhancement to
the cover already provided, the updated productincludes a
new protective layer that is added to our customer's furniture
to provide protection from stains and spills, giving our
customers peace of mind.

Following extensive testing and successful trial, the Group

is looking forward to launching aninnovative SpringBond
flooring underlay product range in Autumn 2021. 85% of the
underlay is made fromrecycled PET plastic bottles and other
single use plastics. Furthermore, SpringBond contains no
harmful VOC's and at the end of its life the product is 100%
recyclable. SpringBond s trying to combat the eight million
tonnes of plastic that fill our oceans every year while improving
household air pollution at the same time, offering a cleaner
living environment for everyone.

During the year we reviewed the wool offering within our
flooring range. Wool has unique qualities and appeals to

a specific differentiated customer base. Our colleagues
undertook specific product training to give them a deeper
understanding of the product and how best to present the
woolflooring collectionin-store. To help our customers make
aninformed decision we also created a series of educational
videos which were showcased within our stores to highlight the
benefits of wool.
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Ayearinreview continued

Helping create

the company

you love

The COVID-19 pandemic has had a profoundimpact on

our business and our colleagues.

After over ayear of successful remote working, we have
committed to creating a flexible, hybrid way of working for our
office-based teams, whilst ensuring that our colleagues stay
well connected and supported.

As atrusted and responsible employer, we continued our
commitment to our people, ensuring whilst the stores were
closed that we continued to top up all of our furloughed
colleagues’ pay to 100% so that they were not financially
impacted. Our colleagues' wellbeing will always be a key focus
and we will continue to make sure that each and every one of
our colleagues feel appreciated and proud to be anintegral part
ofthe business.

In our annual colleague survey, we were very encouraged to
see that our satisfaction score was above the national average
when benchmarked against similar companies.

Our survey showed that our colleagues felt particularly
strongly that they ‘understand how their work contributes
to ScS'success', 'understand how ScS plans to achieve its
goals'and that ScS 'does a good job of communicating
with employees..

With our continued focus on how we reduce our carbon
footprint and protect the environment, we have expanded
our car scheme during the year to include all-electric vehicles.
We continue to assess further changes to our delivery and
upholstery network to improve our environmentalimpact.




& % "Our colleagues’
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always be
akeyfocus.”
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Ayearinreview continued

looking for waysH

5
A

improve how we can
help and supp |
our customers.
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Helping create

the experience

you love

At the start of the year we launched our new website,
making it even easier for our customers to browse
our products on their phones and tablets.

With video calls becoming increasingly popular and lockdowns
preventing customers trying our products for themselves,

we wanted to bring our customers into our showrooms from
the comfort of their own homes. In January, we launched
MyScSLive, aweb-based solution that enables our customers

tovideo call with a colleague basedin one of our showrooms,
to give product demonstrations, review product options and
explain product features.

Knowing our online customers value convenience, a key
priority was the introduction of 'zero touch’finance. Where
previously customers were required to complete a finance
application over the phone, ‘zero touch' finance enables our
customers to apply for finance as part of an integrated stepin
their online buying journey, receiving animmediate decision
from the lender, and completing their purchase independently
from the comfort of their own home.

Duringthe year, an external review was conducted of our
customer journey to help us identify areas forimprovement.
We are continuously looking for ways to improve how we

can help and support our customers, especially after they
have placed an order with us. Changes we've already made
include online live chat into our customer support and
aftercare teams, increasing customer communication options
and strengthening our customer support teams to be able

to provide timely assistance.

Sjuswiee]S [epueUl{ | @dueulan0D) 8jeiodio) | Jiodaydibarens
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Our markets

Gainingma
IN arecover

Current UK market

We operate in both the furniture and
flooring markets.

Market commentary

Following a 15.4% reduction in the size of the upholstery
marketin 2020, GlobalData's latest analysis suggests the
market will recover with 20.8% growth through 2021, restoring
the marketto 2.2%, or £69mabove 2019 levels. This growth

is largely driven by homeowners continuing to investin their
home early in the year and utilising savings which had been
earmarked initially for foreign holidays instead on big ticket
products such as new furniture.

Similarly, following a 14.8% decrease to the size of the flooring
market through 2020, GlobalData forecast 17.6% growth
during 2021, resultingin a market marginally above the level

in 2019. Again, they note they have seen a strongreboundin
sales as a sector which did not transition online as easily as
others benefitted from strong pent-up demand as surveyors
andfitters could re-enter customers'homes, and customers
had cash available for big-ticket purchases.

Inaperiod in which online growth has been significant across
retail, the latest market commentary highlights that although
lockdowns have made customers more confident purchasing
online, analysts believe the upholstery customer journey will
continue to remain distinctly multichannel, with customers still
wanting to test productsin-store.

GlobalData's latest quarterly home survey data highlighted
that buyinginto a new look became amore important purchase
motivator with customers when buying a new sofain the early
part of 2021, continuing from 2020, indicating that shoppers
are looking to trade up to more design-led pieces.

Following significant growthinthe first half of 2021 as retail
reopened, itis forecasted growth for both upholstery and
floorcoverings in the second half of 2021 willmoderate against
tough comparatives. Shoppers are also starting to take last
minute foreign holidays, diverting big ticket spend elsewhere.
Further supply chain disruption, with manufacturers struggling
to keep up with demand amid port disruption and localised
COVID-19 outbreaks, could also prevent some pre-Christmas
orders from being delivered before the end of the year.

+20.8% T

Forecast 2021 market size: Furniture™

£3,265mM

ket share
Ng Market

Keydrivers
Both of our core markets are heavily influenced by similar key
factors:

Consumer confidence

Big ticket sales are usually heavily affected by consumer
confidence, which reached new lows as COVID-19 impacted
worldwide. GfK* reported that, following the significant hit

to confidence experienced during the pandemic, current
expectations for consumers' personal financial situations for
the coming 12 months are holding up and this positivity bodes
wellfor the economy going forward. Consumer confidence as
reportedinthe GfK Consumer Confidence Index recovered
to -8in August 2021, significantly above the low of -36in

June 2020, and only slightly behind the level seenin February
2020, pre-pandemic. Positively, within the survey, the '"Major
Purchase Index’ was 22 points higherin August 2021 than it
was in at the same pointin the prior year.

Housing market

Ahouse move triggers the purchase of new flooring and
furniture for many of our customers. Since a peakin 2016

(the highest number since 2007), housing transactions have
continuedto fall each year, with the lockdown-impacted
2020 hitting the lowest level since 2012, 15.7% down on

the 2016 peak. Despite the lockdownin early 2021, pent-up
demand for house moves supported by the extended stamp
duty reduction, as well as wider behavioural shifts as people
re-assess their housing needs, have encouraged a significant
recovery in the market, with housing transactions to August
2021 74.4% above the same point in the prior year. With

the temporary stamp duty reduction being phased outin
September 2021, and a high volume of Q4 2020 transactions,
itis likely housing transactions will slow from these levels.

Consumer credit

Although we have noted a slight decline inthe use of finance post-
pandemic, with nearly half of our customers choosing to utilise
ourfinance options to pay for their products, the availability of
consumer credit helps facilitate sales, and provide opportunities
forupselling. Theimpact of the pandemic has seena significant
impact onthe net consumer credit lending to individuals, with a
fallof 1.9%in 2020, the first fall since 2012. 2021 has continued,
and accelerated, this trend, witha 5.9%fallinlending to date. The
decrease noted appears to be consumerled, potentially linked to
increased savings or a desire to avoid additional debt. The approval
percentage of those requesting finance to purchase with us
remains inline with prior years.

+17.6% T

Forecast 2021 market size: Flooring™

£1,992m

*  GfKConsumer
Confidence Index,
August 2021.

** Source: GlobalData
(as of 1 Sept 2021).



Consumer confidence

-14.4

YTD-
Aug 2021

2019
2018

2017

2016

GfK Consumer Confidence Index—Average of individual
scores for each year. Research carried out by GfKon
behalf of the European Commission.

Our place
inthe market

Increasing market share

Following a strong year of recovery and continued
positive trading, together with the loss of
competitors during the lockdown period, we
continue to grow market share in both upholstery
and flooring. GlobalData estimate that our
upholstery market share hasincreased from 7.9%
in 2013 to 10.2%, and our flooring market share
increasedfrom 1.6%to 2.2%, over the same

time frame.

Valueretailer

We have a differentiated value-focused
positioning in our markets and a continued
reputation for providing our customers with
products at aleading range of entry to middle
price points. We have a clear view of our core
customer demographic, which consists of a
broad population of aspiringhomemakers,
families and retired couples.

Opportunities for further growth

We continue to grow our online business
significantly, and our new growth planincludes
increased digitalinvestment toimprove our
omnichannel offering. Our core modelhas had
continued success and we will continue to expand
and modernise our ranges and brands. As the
economic recovery continues, we will alsoinvest
inimproving our brand perception, awareness and
considerationto broaden our customer base.

Housing market

+/4.4%

Aug 2021

2019 -1.1%
2018 -2.8%
2017 -0.8%
2016 +0.5%

HMRC UK Property Transaction statistics— Total

of number of residential property transactions
completions with a value over £40,000 within the UK,
seasonally adjusted.

2021 upholstery market share*

B scs

Net consumer credit lending

-59%

Jul2021
-1.9% [l

2020
2019
2018
2017

2016

Bank of England —Average 12 month growth rate for
the calendar year of total (excluding the Student Loans
Company) sterling net consumer credit lending to
individuals (in percent), seasonally adjusted.

2021 floor coverings market share*

B scs

B Other B Other

2020 market share: 9.8% 2020 market share: 2.1%

Retailer 2020 (%) 2021e (%) Retailer 2020 (%) 2021e (%)
DFS 25.4 28.1 Carpetright 16.6 16.6
ScS 9.8 10.2 Tapi 6.3 6.6
Sofology 6.9 8.4 B&Q 6.9 6.3
Furniture Village 6.6 6.5 Wickes 4.1 4.4
Next 5.4 5.1 Dunelm 3.9 3.8
IKEA 4.7 4.6 John Lewis 3.7 3.7
John Lewis 2.2 2.6 United Carpets 3.3 3.3
Made.com 2.2 2.3 IKEA 2.8 2.7
Argos 2.0 2.1 Amazon 2.6 2.6
HSL 1.9 1.9 ScS(12%) 2.1 2.2

*  Market share data provided by GlobalData.
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¢ InJanuary 2021 we welcomed Steve Carson as Chief Executive
3 Officer. With a strong retail background he brings with him
a wealth of knowledge and experience.
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Q

Tell us about your background and why you chose ScS?

I have spent my whole careerinretail. | spent my first 16 years
invarious senior leadership roles at Sainsbury's before joining
Home Retail Group (HRG) where | spent time at both Argos and
Homebase. My last six years at HRG was as Director of Retail
and Customer Operations, helping lead the transformation

of Argosinto a digital business. Most recently, lwas Managing
Director of Holland & Barrett for three years.

Iwas attracted to ScSfor lots of reasons: it has a great business
model; the Groupisin a strong financial position; and it has
excellent potential for further growth. Ultimately, though, it was
down to the fantastic people | met across the whole business,
from showroom colleagues to Board members. There was
afantastic passion for delighting customers and seeing the
business succeed.

Q

What have been your initialimpressions of the business?

Having spent some time getting to know the business properly,
I'm even more excited about the business and its future
potential. Its value focus gives it a strongly differentiated
customer offerinthe furniture and flooring market. It has a
well-managed, lean operatingmodel to support this value offer.
Italso has a fantastic team, highlighted by the wonderful job
they have done responding to the challenges that COVID-19
has created. I'd like to thank our colleagues and suppliers for
their ongoing support; inmany ways it feels like alarge business,
but with a family culture.

| see agreat opportunity to build onthese core strengths and
continue to grow the business going forward, through growing
digitally, expanding our ranges and continuing to investin

our showrooms.

Q

Sincejoining the business, what has been your main areas
of focus?

I have had three key priorities since joining the business:

— Asyoumight expect given the current pandemic, my first
priority has been to ensure the business continues to
trade well and successfully navigates the ever-changing
challenges that COVID-19 has created, from closed
showrooms, to servicing record levels of demand following
reopening, to ongoing supply chain and raw material cost
pressures. | have been endlessly grateful for the amazing
job allthe teams have done across the business in dealing
withthese challenges.

—  Secondly, | have been getting to know the business and
working with the leadership team to build our plans for
the future. I've spentlots of time out in our showrooms
and distribution centres speaking to both colleagues and
customers as well as meeting our major suppliers. | worked
with all of our senior managers to build our plans for the next
phase of growth, including conducting a comprehensive
diagnostic of the existing business, identifying alonglist of
potential opportunities to accelerate growth and refining
these into our growth planfor the next three years.

— Thirdly, | have been focused on strengthening the senior
leadership team, recruiting a new People Director, Lucy
Clough and promoting Gavin Vose, an existingmember of
the senior management team on to the Operating Board
as our new Logistics Director. We have also recruited a
number of senior hires into the digital and commercial
teams to help drive our growth plan.

Q

How will the new purpose statement guide and
strengthen ScS?

Our updated purpose s 'Helping create the home youlove'.
We feelthis perfectly encapsulates what ScSis all about.

Itis focused on the outcome for our customers, is human and
relatable, and has a strong emotive connection that resonates
for all our stakeholders: customers, colleagues, suppliers

and shareholders.

We believe this will be along-standing 'North Star' that
guides the business as our strategy continues to evolve and
as ScS keeps growing, keeping us focused on delighting our
customers. It also helps create a sense of belongingand a
source of pride for our colleagues, reminding them of what
their roles ultimately mean for our customer.

Q

What is the greatest opportunity that you think ScS can
benefit from?

The biggest single opportunity for us is to continue to develop
and grow our digital channels, bothincreasing online sales

but also sending even more customers into our showrooms
to complete their omnichannel shoppingjourneys. We have
already made some great strides in this space. Last year, we
replatformed our website to create a faster, more responsive,
better featured site, and in lockdown we launched an online
virtual consultation service, MyScSLive. We have also invested
instrengthening the leadership and size of the digital team.
However, there s stilllots more to come in this space.

Q

How do you see the business evolving over the next few
years under your leadership?

Alot of what | willbe concentrating onis ensuring the business
stays focused onits existing, well-proven operating model,

so thisis about evolution, not revolution. Over the next few
years, | plan for the business to stillbe highly penetrated at the
value end of the market, but with a broader appeal across other
segments. expect the ScS brand to still shout value, but with
abroader meaning around choice, quality and service as well.

| want our digital channels to offer a seamless omnichannel
experience for customers who browse online and purchase

in one of our showrooms, or vice versa. | expect us to have
enhanced the breadth of ourrange, and lwant us to have a
strong employer brand which celebrates diversity, inclusion
and equality. All of this resultingin a strong, growing business
that continues to deliver attractive returns for its shareholders.

Steve Carson
Chief Executive Officer
4 October 2021
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Chief Executive Officer’'s review

Overview

Since joining the businessin January 2021, during the third
nationallockdown, | have beenimpressed by the team's
resilience and commitment as we have navigated the
ongoing COVID-19 pandemic. | would, therefore, like to take
this opportunity to express my personal thanks to all of our
colleagues—Iamvery proud to work alongside each and every
one of you. The dedication and commitment of the teamsis a
testament to David Knight, my predecessor, who welcomed
me into the business and was a great support during the
transition period before his retirement. | wish him all the best
for the future and llook forward to continuing to grow the
successful business that he has helped to build over the last
three decades.

Throughout the year our priorities have been to support

our colleagues, deliver for our customers and to protect the
long-term success of our business. | would like to recognise
the continued support we have received from our landlords,
suppliers and the government to help achieve this. Although
there remains continued uncertainty in the wider UK economy
regarding the furtherimpact of COVID-19, the Group s well
positioned. Our new purpose, mission and strategy will guide
the Groupin achieving further growth and inspire our teams
to provide an excellent experience for our customers.

2021 operational highlights

— Launched our new website at the start of the year

— Introduced 'zero touch'finance to enable customers
to apply for finance online

— Maintained our 'Excellent’ Trustpilot score

— Repaidthe £3.0m Coronavirus Job Retention Scheme
(CJRS) grantsinrelationto the current financial year

— Recommenced our dividend payments

— Supportedlocal charities and made a difference in our
communities, including donating 10,000 free school meals

— Launched our new and improved sofa protection package,
Premium Sofa Guard

Results
Like-for-like order intake summary for the year:
Like-forlike  Like-for-like

orderintake*  orderintake*
vsyearended vsyearended

Period Weeks July 2020 July 2019

26 July to

19 December 2020 1to21 12.4% 6.6%

20 December 2020

to 3 April 2021 2210 36 (73.6%) (76.6%)
4 Aprilto 31 July 2021 37to53 54.8% 59.9%

26 July 2020 to

31 July 2021 1to53 (1.5%) (6.5%)

The Group experienced strong order intake growth over

the first 21 weeks of the financial year despite the impact

of further temporary regional and national store closures
across the UK as aresult of COVID-19. The temporary store
closures during our key winter sale period, through to early
April, caused a decrease in like-for-like order intake*, although
we were delighted with the encouraging trading following the
reopening of our stores.

Despite our stores being closed for 17 weeks in FY21, like-for-
like order intake* was downjust 6.5% on FY19 (being the last
full financial year notimpacted by the pandemic).

Unlike during the first national lockdown, our distribution
centres remained operational throughout the year. This has

* Thisreportincludes Alternative performance measures (APMs) which are defined and reconciled to IFRS information, where applicable, on pages 134 to 135.

enabled the Group to achieve gross sales* of £324.5m,
a21.0%increase from £268.1min the prior year.

Gross profitincreasedto £147.0m (2020: £119.6m), with the
gross margin percentage* increasing to 45.3% (2020: 44.6%).
Underlying operating profit* increased to £22.5m (2020:
£4.7m) and underlying profit before tax* increased to £18.4m
(2020: £0.9m).

The year finished strongly with the Group's closing order book
of £103.5m (including VAT), £1.2m lower than at the same
pointinthe prior year and £60.6m higher than at the same
pointin 2019.

COVID-19 response and moving forward

The Group's response to the first national lockdownin FY20
was excellent and we were well prepared for the further periods
of lockdown seeninthe current year. Progress in our digital
offering meant we continued to trade strongly online whilst
our stores were closed. Unlike the first national lockdown in
FY20, government guidance allowed our distribution teams
to continue to deliver goods to our customers' homes, which
meant we once again supported our suppliers across the year.
The business also reacted quickly to our colleagues' needs
including providing financial and well-being supportin these
difficult times. We firmly believe that the responsible nature in
which the Group has acted in this challenging periodis one of
the key reasons why we have been able to deliver the excellent
resultsin FY21 and why we have seen strong performance
following our stores reopening.

Safety first

The safety of our colleagues and customers has remained
paramount throughout. All of our colleagues were provided
with personal protective equipment (PPE), mandatory
COVID-19 training and access to lateral flow tests, and

our one way systems, hand sanitiser stations and revised
delivery processes ensured our customers were protected.

During the periods our stores were open, we continued to
operate our VIP appointments system to give customers
the option to book a convenient time with one of our team
before arriving at one of our stores, further enhancing our
customers' safety and shopping experience.

We continue to stay up to date with the latest government
guidelines and after the successfulintroduction of our VIP
appointment system we will be continuing to offer this as
an option for our customers.

Colleaguefocus

The mental health and well-being of our colleagues continues
to be akey priority. Since the onset of the pandemic, we have
ensured that all our furloughed colleagues receive their full
salary including topping up average commission payments
where relevant. Our dedicated team of trained mental health
first aiders are always on hand, and our weekly Company-wide
internal communications ensures all our colleagues are up to
date with the latest changes across the business.

In November, we carried out our employee survey, utilising the
improved technology of anew partner. The survey was shorter,
simpler and smarter than previous years, allowing us to obtain
andinterpret the views and opinions of all 1,572 respondents
(83% of our team). Itis of utmostimportance to us that our
colleagues are engaged and have a clear understanding

ofthe Group's strategy and their role init. We were very
encouraged to see that our employee satisfaction score was
above the national average when benchmarked against similar




companies. Our employees felt particularly strongly that
they 'understand how their work contributes to ScS'success’,
‘understand how ScS plans to achieve its goals'and that ScS
'does agoodjob of communicating with employees'. Most
importantly, we recognise their key feedback areas, and we
are currently developing appropriate action plans to further
improve employee satisfaction.

After over a year of successful remote working for our office-
based teams, we have committed to creating a flexible, hybrid
way of working, whilst ensuring that our colleagues stay well
connected and supported.

Digital refresh
During the year, we have seen online sales grow 146.0% to
£46.9m when compared to the prior year.

As consumer trends continue to evolve, the online sales
experienceis more important than ever and we continue to
investinandimprove our digital offering. Whilst this has driven
increased online sales, the majority of our customers also
enter our stores having already researched their choices on
our website, making our online presence key toimproving the
quality of our store footfall and subsequently conversion.

The launch of our new website at the start of the year enabled
us toimprove our offering to customers moving online following
the store closures. This period of online-only sales provided
valuable insight that supported the business' plans to push
onwith further web enhancements. The first of these was

the launch of website exclusive products, which have proven
very successful since their introduction. After welcoming
customers backinto our showrooms we have seen areduction
inonline sales, whichis to be expected as consumer shopping
habits readjust.

Withvideo calls becomingincreasingly popular and store
closures preventing customers trying our product for
themselves, we wanted to bring our customers into our stores
fromthe comfort of their ownhomes. In January, we launched
MyScSLive, aweb-based solution that enables our customers
tovideo callwith a colleague basedin-store, at a time convenient
to them. Although we acknowledge that not all customers will
want to utilise this technology instead of visiting a store, our
experienced and knowledgeable retail professionals are able
to give product demonstrations, review product options and
explain product features to those customers who value this
safe and convenient option.

Further enhancing our virtual offerings, we moved quickly to
establish our flooring surveyor teams online. Appointments to
measure rooms in customers'homes were prevented under
the governmentlockdown measures, but our surveyors carried
outvirtual appointments to guide and advise our customers
through the measurement of their own homes. Following
changes to government guidance the business has retained
this additional service to our customers.

During the year we have redefined the Group's purpose,
mission statement and strategy. The process engaged many
colleagues across the business, and will help to guide us into
the future.

Our purpose

The Group's new purpose, 'Helping create the home youlove',
is focused on the outcome for our customers, is human and
relatable, and has a strong emotive connection that resonates
for all our stakeholders: customers, colleagues, suppliers

and shareholders.

Our missionstatement

Our refreshed mission statement is "To be the UK's best value
home retailer. Delivering outstanding value, quality and choice
with a seamless customer experience’. This encapsulates our
focus on offering our customers a wide choice of products at
outstanding value. Our customers are able to bring their vision
to life with exciting brands, new designs andincreased ranges.

Our colleagues and our customers remain at the very heart of
our mission, culture and values.

Ourgrowthplan

During the year we have conducted a comprehensive diagnostic
exercise toidentify the Group's key strengths and areas of
opportunity. Whilst maintaining the Group's core goals and
objectives, the evolved strategy gives the Group clear direction
andis more reflective of the post-pandemic world we find
ourselvesinwith a strong focus on our omnichannel offering.

Under this plan we aim to grow our market share, strengthen

the expertise of our teams, improve our digital presence while

leveraging our strong store network and improve the customer

journey. The six key areas of focus identified are as follows:

— Outstanding team —we will develop our leadership and
investin capabilities critical for future growth.

— Customer driven—we will broaden our customer base
and build deeper relationships with them.

— Inspiring ranges —we will continue to update and expand
ourranges.

— Digitally optimised —we will grow our business digitally,
bothin channeland by encouraging customersinto
our stores.

— Engaging showrooms —we willinvest more in our
showrooms to create more engaging experiences for
our customers.

— Strengthen the core —we will remain focused on trading
the existing successful business model.

Furtherinformation onthe new strategy can be found on
pages 26to 27.

Current tradingand outlook

Trading since the start of the new financial year has remained
strong, with two-year like-for-like order intake* growth of
11.9% for the nine weeks to 2 October 2021. One-year like-
for-like orders* have fallen 21.0% as a result of the significant
bounce following the lockdown in the prior year. We are
delighted with the strong orders performance since the start
ofthe new financial year. However, we are cognisant of the
ongoing challenges we, and many other businesses, are facing
with regards to the supply chain, including driver shortages,
raw materialincreases and shipping costs and delays.

We have demonstrated throughout the pandemic that we
have aflexible and resilient business model whichis able

to adapt to changes in the macro-environment whilst still
delivering for our customers. We look forward to embedding
the new purpose and mission statement into our operations
and delivering on our refreshed strategy for future growth
which we are setting out today.

Steve Carson
Chief Executive Officer
4 October 2021
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Our strategy

Progressintheyear

With our previous strategy being launchedin March 2018, the appointment of Steve Carson as the new CEO was an opportune moment to review the

direction and focus of the Group. This has led to a refreshed strategy which was launched at the start of our new financial year. The new strategy is discussed

inmore detail on pages 26 and 27.

Whilst progressin the yearinrelation to the previous strategy was impacted by the pandemic, it was pleasing to see the following actions were completed:

Priority area

Progressintheyear

Buildingandinspiringan
outstanding team

How: by having the best team
inour sector

Allfurloughed employees received full pay including topping up average commissions

Trained a number of colleagues to become mental health first aiders to support colleagues across
thebusiness

Continued investment in the development of managers and teams across the business, utilising remote
learning during periods of lockdown

Increased communication and engagement activities across the business

Launched anew easier to use employee engagement survey with 83% completion

Continued provision of PPE and increased health and safety training across the business

Introduction of hybrid ways of working for support teams

Strengthened the team, including the recruitment of a People Director

Delivering an exceptional
customer experience

How: by relentless focus on
customer experience

Introduction of in-store VIP appointments

Implementation of MyScSLive, allowing customers to shop from home via video technology

Increased customer communication during periods of disruption in the supply chain

Developedinbound productinspection process to increase product quality and customer satisfaction
Increased options for customers to contact our customer experience team with the addition of online
contact cards and webchat

Whilst our stores were closed our customer experience team continued to be fully operational to support
our customers

Added technology to give store and distribution centre managers visibility of their own Trustpilot feedback

Optimising our product strategy

How: by sourcing best value products

New ‘website exclusive' products added to ourrange

Work commenced onincreasing sustainability of products across the range including the recruitment
of a Supply Chain Sustainability Manager who willlead this area

Refresh of range and price points in light of changing market trends

Full supplier review of production capacity

Margins maintained despite raw material and transport cost pressures

Driving sales densitiesin our
ScS network

How: by having modern stores
ingreat locations

Recruitment of temporary 'meet and greet'roles into our stores to ensure customer and colleague safety
whilst COVID-19 restrictions werein place

Additional retail space added by removing store office space following centralisation of store administration
Introduction of our new performance management framework 'Inspiring Great Performance’
Enhancedin-store visualisation including new point of sale materials

Creating a market-leading website
and increasing digital awareness

How: by providing an excellent
omnichannel offering

New 'mobile first' website launched at the start of the financial year

Range visualisationimproved by adding 360-degree image technology

Introduction of ‘zero touch' finance, where customers can complete the finance process online
Web to core system integrationimprovements

Delivered online salesincreased 146.0%

Accelerating our flooring growth

How: by having a market-leading
flooring offer

Change to business processes toimprove how we arrange flooring fitting appointments with our customers
Supplier rationalisation based on service and quality
Introduced virtual surveying appointments

Improving our profitability

How: by running alean and efficient
business model

Launch of new 'Premium Sofa Guard' enhancing our previous warranty offer

Furtherroll-out of PowerBl across the business including distribution and further enhancements in product
and store performance metrics

Demonstrated flexible cost base in periods of lockdown
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Our strategy continued

Refreshed strategy

Areview of the Group's strategy was carried out in the year
as akey area of focus for our new CEO, Steve Carson.

Our strategic review included a comprehensive diagnostic phase, which enabled a detailed assessment into what the Group's
key strengths are and where opportunities forimprovement lie. The process engaged many colleagues across the business and
led to are-defined purpose and mission statement, and identified six key areas of focus. Our 'growth plan’ leverages our existing
strengths but also invests to ensure our continued success in anincreasingly digital future.

Overview

— Strengthenthe team — Increase digital investment to improve omnichannel offering

— Understand andimprove our brand perception, awareness and — Refreshthelook and feel of stores to make them more inspirational
consideration for our broad customer base — Continue to do the basics brilliantly well

— Expandand modernise our ranges and brands to increase market share

Purpose Mission

Helping create the home you love To be the UK's best value home retailer.
Delivering outstanding value, quality and
choice with a seamless customer experience

Growthplan

\nspiring

Helping create the
home you love




Strategy

Focus for FY22

Outstanding
Team

We will develop our leadership
andinvest in capabilities critical

Improve our employee -
propositionto ensure we
attractandretain great talent
Increase engagement, -
enhance our culture and

empower our people -

Proactively support our
colleagues to make a difference
in their local communities

Build capability and capacity
across key functions

Continue to champion diversity

for future growth andinclusion across the
organisation
— Improve the use of customer customer satisfaction as
Customer prove the useof cy . .
i data to continuously improve evidenced by our market-leading
Drlven our proposition and service Trustpilot scores

We willbroaden our customer
base and build deeper relationships
withthem

for our customers -
Enhance the customer

experience across all our -
touchpoints: stores, digital,

delivery teams and support

centre to maintain great

Continue to focus on quality
across our ranges

Refresh the ScSbrand for
customers, to broadenits
appeal, and to further reinforce
the proposition and channel
improvements we willmake

Inspiring
Ranges

We will continue to update
and expand our ranges

Continue to provide broad -
choice and outstanding value

for money to our customers

Refine flooringrange and -
optimise service proposition

Expand our dining range to -
gain share

Innovate in our sofarange and
introduce new design aesthetics
and exciting new brands
Maximise the opportunity with
our broad customer base
Explore new supply options
including faster delivery

Digitally
Optimised
We will grow our business digitally,

bothinchanneland by encouraging
customersinto our stores

Strengthen digitalleadership
andinvestin growing the team
Enhancedbreadth of range with -
adeeper, more personalised
relationship with our customers -
Offer aseamless omnichannel
experience for customers who
browse online and purchase in

store or vice versa, underpinned
by enhanced digital technology
Optimse relaunched website
toimprove conversionlevels
Balanced marketinginvestment,
which will be underpinned by
improved analytical tools,
ROImodelling and targeting

Engaging
Showrooms

As the backbone of our business we
willinvest more in our showrooms to
create more engaging experiences
for our customers

Inan omnichannelworld, -
stores remain the backbone

ofthe business

Review of white space

opportunities across the

country -

Refresh of showroom
environments to create asimpler,
more inspiring experience to
showcase latest developments
inrange and brands

Continue to actively manage
rent costs andrelocate fromless
profitable locations

Strengthen
the core

We will remain focused on
trading the existing successful
business model

Drive sales by continuingto offer ~ —
customers outstanding value

for money and great service -
Optimise processesincore
operational disciplines
Ongoinginvestmentin

technology

Use dataand analytics to drive
store and product performance
Maintain focus on cost
efficiencies
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Key performance indicators

Delivery of the
refreshec
be key to-

strategy will
"uture success

Key performance indicators (KPIs) are fundamental to understanding the
progress we are making with our strategy, and to monitor the ongoing
performance of the business over time.

The KPlIs set out in this summary are the most relevant measures monitored on an ongoing basis by the Board. The definition of these KPIs and our
performance over the last three years is detailed below, as well as how each KPI links to our strategic priorities. Commentary onthese KPIsis contained
within the Financial review. Prior year KPIs have been restated to include continuing operations only.

Non-financial KPls

Trustpilot customer satisfaction

2019

Why it'simportant

Customers want confidence that their retailer of
choice candeliver ontheir promises. We focus on our
TrustScore to ensure we maintain our 'Excellent' rating.

What we measure

Our TrustScore, marked out of 5,is a measure provided
by Trustpilot, anindependent review platform used

by our customers which asks themto rate our
customer service.

Link to strategic priorities
Outstandingteam
Customerdriven

Inspiring ranges

Colleague survey score

/3

Why it'simportant

Our colleagues play a pivotal role in the success of our
business, and we aim to ensure they benefitas we do. It

is of utmostimportance to us tolistento our colleagues
andto get theirthoughts and opinions to ensure that our
colleagues are engaged and have a clear understanding of
theirrole. We take pride in being a place where colleagues
canthrive and progress whilst feeling supported.

What we measure

Our 'Colleague survey score' KPlis new this year and
measures the overall eSAT score of the annual survey
sentto all colleagues for their feedback. The eSAT
scoreis anaggregate of scores on statements related
todiscretionary effort, pride, recommend, inspire and
career goals.

Link to strategic priorities
Outstandingteam
Strengthenthe core

CO, emissions (tonnes)
6,527

2019

Why it'simportant

As aretailer we recognise that our operations willimpact
the environment, and we have a duty to ensure thatboth
nowandinthe future we seek to minimise thisimpact.

What we measure
Scope 1,2 and 3 emissions, see further detailon
page 34.

Link to strategic priorities
Inspiringranges
Digitally optimised



Financial KPIs

Revenue

£310.6m

2020

2019

Why it'simportant

Sustainable growthin delivered sales is key to our long-
term success, increasing market share and creating
opportunities.

What we measure

Revenueis ameasure taken directly from our primary
statement of accounts, andis the combined total of all
furniture and flooring delivered sales made, excluding
VAT and the costs of interest-free credit, both online
and across all of our showrooms.

Link to strategic priorities
Outstandingteam

Customer driven
Inspiringranges

Digitally optimised

Engaging showrooms
Strengthen the core

Gross margin % of gross sales

2021 45.3%

2020 44.6%

2019

Why it'simportant

To grow profitably, the Group must ensure that sales
growthis supported by maintaining or growing the
gross margin.

What we measure

Gross margin % of gross salesis a measure taken
directly from our primary statement of accounts andis
the total margin made from sale of product, excluding
VAT, as a proportion of total gross sales.

Link to strategic priorities
Inspiringranges
Strengthen the core

Like-for-like order intake growth

2021 -15% [

2019

Why it'simportant

Whilst overall delivered sales growthisimportant,
understanding how the same showrooms perform
year-on-year provides a guide to underlying showroom
performance. Due to lead times, order growth also gives
aview as to future delivered sales performance.

What we measure

Like-for-like orderintake growth compares year-on-year
trading performance from comparable showrooms.

It, therefore, excludes new and closed showrooms.
Ordervalueis acombined total of all furniture and
flooring orders booked, including VAT, both online

and across all of our showrooms.

Link to strategic priorities
Outstandingteam
Customerdriven
Inspiringranges

Digitally optimised

Engaging showrooms
Strengthen the core

Profit/(loss) before tax (PBT/LBT)

t22./m

2020 [} -e3.1m

2019

Why it'simportant
Delivering profitable growthis essential as we aim to
create value for all stakeholders over the long term.

What we measure

Profit before tax reflects the performance of the
Group before taxationimpacts. Following the adoption
of IFRS 16 the Group has started using PBT as a KPI
rather thanunderlying EBITDA as PBT includes the

full cost of the Group's property leases.

Link to strategic priorities
Inspiringranges

Digitally optimised

Engaging showrooms
Strengthen the core

Online sales

£469m

2019

Why it'simportant
The Group needs to maximise its share of customers
wanting to transact online.

What we measure

Online sales growthis the portion of the gross sales
figure as defined above, attributable to our online
website and telesales.

Link to strategic priorities
Digitally optimised
Strengthen the core

Earnings per share (EPS)

50.4p

2020 [ -s.8p

2019

Why it'simportant
EPSiskeytothe business to understand the return
being generated from profits to our shareholders.

What we measure

EPSis calculated by dividing profit attributable
to shareholders by the average number of
outstanding shares.

Link to strategic priorities
Inspiringranges

Digitally optimised

Engaging showrooms
Strengthenthe core
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Responsible business

reating a business
atwe canbe
proud of

At ScS, we want to create a business that we can be proud of,
with a reputable brand and products that our customers love,
a company that our colleagues love to work for and a business
that our partners love to work with.

Achieving the above means offering our customers a wide During the year the Group has accelerated its thinking on
range of quality products at great value that are sourced developing a formal Environmental, Social and Corporate
ethically whilst minimising ourimpact on the environment. Governance (ESG) strategy that builds on our RIGHT values
Our colleagues value a culture of openness and honesty andintegrates sustainability throughout all aspects of the
and aworkplace that supports themin offering an excellent business. Our recent recruitment of a specialist Supply Chain
customer experience. Our suppliers want to build long lasting Sustainability Manager is a key part of that strategy. We have
relationships built on trust and shared ethics. made positive steps in this area but acknowledge that thereis

still progress to be made over the coming months and years.
Inthe coming year we aim to set out a sustainability roadmap,
inline with the Task Force on Climate-related Financial
Disclosures (TCFD) requirements, setting objectives and
Our Supply Chain Sustainability Manager and targets against which we can measure progress.

Commerecial Director receive our Furniture Industry
Sustainability Programnme membership

v
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“The Group

hasaccelerated
itsthinkingon
aformalESG

strategy.”
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Responsible business continued

Our environment

TS

Furniture industry

)

Placing a greater emphasis on
external independent assurance,
to further demonstrate our
commitment to the sustainability
of our products

.F‘r.n;,;gramme

Chain of Custody Certification-timber

The Group uses timber in many of its products. During the
year we have reviewed our timber sourcing policy, and have
started to engage with suppliers to ensure that all our own
branded products are able to be sourced from independently
certified sources no later than July 2026.

Chain of Custody certification provides credible confirmation
that our products are from environmentally and socially
responsible sources. Chain of Custody Certification

verifies that certified material is used throughout the

supply chain, fromthe forest to the factory. Collaborating
withindustry experts further strengthens our commitment
to sustainable sourcing.

Leather Working Group membership

During the financial year the Group became a member of
the Leather Working Group. The Leather Working Groupis a
not-for-profit organisation responsible for the world's leading
environmental certification for the leather manufacturing
industry. As aresponsible retailer of leather furniture,

the Group wishes to demonstrate that allleather sourced

by the Group does not contribute towards deforestation.

Furniture Industry Sustainability Programme
The Group has successfully completed its first external
sustainability audit and has met the requirements set out by
the Furniture Industry Sustainability Programme (FISP). We are
the first national upholstery and carpet retailer to achieve this
certification. Thisis anindependent certified sustainability
programme specifically designed for the furniture industry
supply chain. FISP helps the Group identify best practice to
drive continualimprovement of our social and environment
impact, ensuring the sustainability of our operations.

Putting sustainability at the core
of our product strategy

SpringBond flooring underlay

Following extensive testing and a successful trial, the Group
is looking forward to launching aninnovative SpringBond
flooring underlay product range in Autumn 2021. 85% of the
underlay is made fromrecycled PET plastic bottles and other
single use plastics. Furthermore, SpringBond contains no
harmful VOC's and at the end of its life the product is 100%
recyclable. SpringBond s trying to combat the eight million
tonnes of plastic that fill our oceans every year while improving
household air pollution at the same time, offering a cleaner
living environment for everyone.

Eco-friendly carpetrange

Our Delphin and Oceanus carpet ranges are made from
regenerated nylon, ayarn made from recycled waste material
such as old carpets and abandoned fishing nets collected
from the bottom of the sea.

Endurance laminate flooring

During the year, the Group reviewed its laminate flooring
range and we are proud to say that 100% of the range is
certified by the Programme for the Endorsement of Forest
Certification (PEFC) who are dedicated to promoting
sustainable forest management.

Electricity now supplied as renewable

100%




Managing our fleet and estates to
minimise our environmental impact

Toensure that our fleet vehicles are efficient, safe and meet
the required emissions standards, all our trucks are on a five-
year replacement cycle. To help minimise our CO, emissions,
we utilise route optimisation software to reduce the miles
that our trucks and vans travel. Using our fleet management
system we are able to monitor our driver's behaviour on the
road to ensure that our high standards of safe and responsible
driving are met. Each driveris assessed against a number of
targets and both drivers and management are incentivised
toimprove.

During the year we have added our first fully electric vehicles
to the company car fleet, and we continue to encourage their
utilisation throughout the fleet.

Improving our energy efficiency

During the year, we have continued to improve our energy
efficiency with an ongoing programme of LED lighting
installations and the replacement of outdated equipment
with new energy efficient replacements.

From April 2021 we have been supplied with 100% renewable
electricity at all ScS sites. With electricity being one of the
main contributors to the Group's CO, emissions, we are
committed to further reducing our energy consumption,
and thereby achieve a reductionin carbon emissions.

Throughout the year we obtained a clearer understanding of
our energy usage across the Group. We use automatic meter
readings to monitor and investigate usage of electricity, and
smartloggers to monitor the usage of gas. We have embarked
onaprogramme of replacing all gas fired appliances with
aview to achieving this by the end of 2023. We will continue

to work with the Carbon Trust and other advisors to reduce
the amount of energy we use.

We have worked with our facilities management partners
to understand ourimpact on the environment, specifically
water and waste management. We have continued to
maintain a high percentage of diversion from landfilland
continue to re-evaluate and look for ways to improve our
waste management.

“We are thefirst national upholstery
and carpet retailer to achieve the
Furniture Industry Sustainability
Programme (FISP) certification.”
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kWh CO,etonnes (Location based)
Currentyear Previous year Current year Previous year
Emissiontype (2020/2021) (2019/2020) Variance % (2020/2021) (2019/2020) Variance %
Scope 1: combustion 14,787,217 12,796,459 15.6 3,230 2,838 13.8
Scope 2: purchased energy 13,079,252 13,297,222 (1.6) 3,049 3,399 (10.3)
Scope 3:indirect energy 1,032,622 933,123 10.7 248 224 10.7
Total 28,899,091 27,026,804 6.9 6,527 6,461 1.0

Greenhouse gas emissions intensity ratio

Total footprint (Scope 1, Scope 2 and Scope 3) - CO,e tonnes

Current year Previous year

(2020/2021) (2019/2020) Variance %
Turnover (£'000) 324,519 268,119 21.0
Intensity ratio (tCO,e/£100,000) 2.012 2.410 16.5

The COVID-19 pandemic has had animpact on our turnover and carbon emissions. The relative impact on turnover is directly linked to reduced operations
but we still have to produce some carbon emissions to maintain essential systems in our estate. This means that on arelative basis our performanceis not
directly comparable but is presented here for transparency and compliance with the Streamlined Energy and Carbon Reporting requirements.

Greenhouse Gas Protocol dualreporting

CO,e tonnes (dual reporting methodology)

Market based
Emissiontype Locationbased  (supplier specific) Variance %
Scope 1:combustion 3,230 3,230 0
Scope 2: purchased energy 3,049 2,222 (27.1)
Scope 3:indirect energy 248 248 0
Total 6,527 5,700 (12.7)

— Ourmethodology has been based on the principles
of the Greenhouse Gas Protocol, taking account of
the 2015 amendment which sets out a 'dualreporting’
methodology for the reporting of Scope 2 emissions.
Inthe "Total Footprint’ summary above, purchased
electricity is reported on alocation-based method.

— We have reported on allthe measured emissions sources
required under The Companies (Directors' Report) and
Limited Liability Partnerships (Energy and Carbon Report)
Regulations 2018, except where stated.

— The period of our reportis 01/08/2020—-31/07/2021.

— Thisincludes limited emissions under Scope 1and 2 (gas
&fuelusedin transport; purchased electricity), except
where stated, andlimited emissions under Scope 3 (fuel
used in personal/hire cars/vehicles for business purposes).

— Energy use and emissions figures relate to our UK
operation (including offshore energy and emissions)
only, except where stated.

— Conversion factors for UK electricity (location-based
methodology), gas and other emissions are those
published by the Department for Environment,

Food and Rural Affairs for 2020.

— Conversion factors for UK electricity (market-based
methodology) are published on the fuel mix disclosures
on each supplier's website or based on specific tariffsin
the case of the Bryt Energy electricity group contract.

Gas data has not been estimated where non-billed months
of data were received. This is due to a combination of
knownissues, such as supplier overbilling followed by
periods of zero (catch-up) billing, sites moving to electricity
only and expected variation in consumption (due to both
seasonality and the COVID-19 outbreak). This approach

is consistent with previous reporting submissions.

During the compilation of the 2020-21 SECR report,

two data discrepancies were found within the grey fleet
(scope 3) data provided for the 2019-20report, the first
report the company has compiled on this information.
Thediscrepancies related to incorrect hire vehicle
mileages provided in the prior year, and the absence of
data related to emissions from employee mileage claims.
The 2019-20 period data has been restated to utilise the
more robust fuellitres data, which have been converted to
carbonregardless of vehicle type, resultingin a reduction
of 351.4tCO,e, and toinclude employee mileage claims,
resultinginanincrease of 88.6 tCO_e. Thisresultsin

the finalupdated 2019-20 carbon footprint total of
6,461.42tCO e with an updated intensity ratio of 2.410
(from the originally reported 19-20 ratio of 2.508).
Processes regarding the collection and reporting of grey
fleet data have beenimproved as aresult of the above
findings and we do not expect this issue to occur again

in future reporting disclosures.




Statement of exclusions
— Therearethreelandlord supplied sites within the portfolio

where electricity is recharged as part of the service charge,

which have been excluded on the grounds of unavailable
data.

Energy efficiency action

During this reporting year, we have undertaken several energy

efficiency actions across our estate. Theseinclude:

— Retrofit of air heaters with improved efficiency and
performance at multiple sites;

— Replacement of gas fired air conditioning systems with
all electric air conditioning systems at multiple sites;

— Continuedrollout of LED lighting; and

— Energy generation from waste which has 100% diversion
from landfill.

Inadditionto the above, from 1 April 2021 we have been using

100% renewable energy across all ScS site.

“We utiliseroute
optimisation
softwareto
reduce the miles
that ourtrucks
and vans travel.”
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Responsible business continued

Our colleagues

Our people are what makes our business successful and
developing an outstanding teamis at the forefront of our
refreshed business strategy. We are focused on creating a
great place to work, recognising the contribution individuals
make and creating opportunities for progression and
development. Creating along-term sustainable business
relies on attracting and retaining colleagues with the required
skills and behaviours which are aligned with our RIGHT values.

Trainingand development

During the year we launched our 'Inspiring Great Performance'
conversational tool. This was rolled out initially to our retail
teams and has since been extended across the business.

The initiative enables our colleagues to engage in a structured
monthly meeting with their line managers to discuss short-
term and long-term objectives, any challenges they are facing
and any opportunities for development and progression.

This meeting also allows for managers to praise and recognise
behaviours that are aligned with our RIGHT values.

Following the success in the prior year of the ‘Olympic
Experience'training programme, delivered by business
coaches and former Olympians Steve Backley and Roger Black
to our retail regional and branch manager roles, we rolled
outarefreshed programme around goal setting, planning

and preparation and encouraging a growth mindset. This has
given our retail managers the tools to inspire the team around
them andhelp to ensure that the business achieves its aims
andtargets.

Offering our colleagues opportunities to progress and
developis key to building the team of the future. Members of
our distribution team have participated in our 'Warehouse to
Wheels' programme which supports colleagues in obtaining
their Category CHGV licence. Applications also opened

in the year to our retail teams to participate in a year-long
development programme ‘Moving On Up' which aims to train
future branch managers.

A number of our learning and development specialists
qualified as 'Insights Discovery' practitioners during the year
which gives them the tools to build effective communication
and leadership skills across the business. The teamlaunched
over 20 courses throughout the year including project
management qualifications, health and safety courses and

leadership coaching. Alongside this, they have also supported
12 apprentices across the business with studying towards
professional qualifications.

Our colleagues receive mandatory online training throughout
the year on awide array of topics including Equality & Diversity,
Data Protection and Anti-Bribery.

Engaging with our colleagues

Our people are our greatest asset and key to our success
andincorporating their views into Board decision makingis
essential to achieving our business objectives and creating a
workplace which treats everyone equally. We are proud to say
that we have retained our Investors in People standard which
we have now held for 20 years.

Throughout the year we have engaged with our colleagues in

anumber of ways:

— Our Non-Executive Workforce Engagement Director,
George Adams, held regular discussion forums with
members of the wider workforce to provide them with
adirectroute toraise issues or concerns with the Board;

—  Wecarried out our annual employee survey utilising the
improved technology of anew partner. The survey was
shorter, simpler and smarter than previous years, allowing
us to obtain andinterpret the views and opinions of all
1,572 respondents;

—  We continued to utilise our online employee interactive
forum. This gave our colleagues a convenient way to
communicate with one another and share their opinions
onimportant matters that affect them such as our re-
openingplans;

— Oursenior managementkept the teams under their
leadership informed on strategy and how their role
contributes to ScS' success; and

—  The company-wide weekly newsletter informed our
colleagues of the Group's performance and significant
events taking place across the business.

As part of his induction and following the reopening of our
stores, our new CEO has visited a large number of stores
and distribution centres.

“Anumber of our learning
and development specialists
qualified as ‘Insights Discovery’
practitioners during the year.”




Health, safety and wellbeing

As we continued to navigate the challenges of COVID-19,

we made sure the health and safety of all our colleagues

and customers was prioritised. We created and rolled out
mandatory e-learning modules, ‘Covid-19 Safety First’

and 'PPE —Personal Protective Equipment’, to ensure all
colleagues remained up to date with the latest guidance.

The one-way systems and deep cleaning procedures were
keptin placein alllocations throughout the year. We continued
our checks performed prior to entering a customer's home
for our distribution crews, flooring surveyors and technicians.
To further protect the health and safety of our colleagues
and customers, we were able to offer free access to lateral
flow testing to all our colleagues through participationinthe
government's scheme.

The established health and safety team, which forms part of
our wider Audit, Risk and Compliance team, have continued
to monitor the impact of COVID-19 and requirements under
the government guidance (for all three nations). They have
worked closely with operational teams to ensure we are
following guidance and best practice. The health and safety
team also reviewed and maintained relevant risk assessments
and ensured correctlevels of PPE are available for all our
colleagues throughout the business.

During the year we have invested in formal ‘'Institution of
Occupational Safety and Health' (IOSH) training for members
of the distribution and internal audit teams. This has provided
an additionallevel of assurance to complement the detailed
reviews, inspections and reporting completed by the in-house
health and safety team. We made furtherinvestmentin
formaltraining for the distribution team in manual handling
techniques and each distribution centre now has at least two
qualified trainers.

To support the safety of our distribution teams our fleet

of delivery vehicles have been installed with equipment to
monitor driver and vehicle safety. This provides assurance
that our teams are safe and customers get the best possible
service.

The Group gives parity to physical and mental wellbeing.

We have mental healthfirst aiders working across the business
and our colleagues have access to further support through
afree, confidential employee assistance programme whichis
available 24/7. The weekly newsletter regularly includes advice
on how our colleagues can help their mental wellbeing such as
free mindfulness courses and links to meditation guides.

Peapin
[ET-5iN L
up lor
suiceess

Our people team
present at aworkshop
forourbranch
managers
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Responsible business continued

Our suppliers

We have 16 major furniture suppliers and 7 flooring suppliers
who make and source products for us from within the UK,

Europe and the Far East.

Despite the ongoingimpacts of the COVID-19 pandemic
throughout the year, we worked with our suppliers to launch
over 80 new products across our furniture and flooringranges.
We brought six new suppliers on board to make and source our
products and we look forward to building our relationships with
these suppliers and to see mutually beneficial volume growth.

Engaging with our suppliers

Working closely with our suppliers ensures that we have the
right product offerings for our customers. We engage with
our suppliers through regular meetings to review product
quality and performance to ensure that we are meeting our
customers'needs. Our purpose, 'Helping create the home you
love',is at the core of what we do and we believe creating an
atmosphere where suppliers embrace our purpose and values
is essential to our continued success.

During the year we have remained in regular contact with our
suppliers. Although our operations were once againimpacted
by the COVID-19 pandemic, our distribution activities were
able to continue. We worked with our supply partners to
manage the delivery of our large opening order book from
pentup demandin June and July 2020 and this two way
communication continued throughout the year, particularly
regarding ongoing pressures on shipping and raw material
shortages, which we have been working together to manage.

2
“Working closely $5Z6%

-

with our suppliers
ensures that we
have theright

product offering
for our customers.”

@

Supplierterms

Allour suppliers are required to comply with our supplier
terms which sets out our expectationsin relation to health
and safety procedures, anti-bribery and corruption policies,
product quality standards and much more. We are committed
to providing assurance to our customers that our products
are safe and sourced with integrity. Our products are
testedregularly and at random to ensure they meet all the
regulations and British standards set outin The Furniture and
Furnishings (Fire Safety) Regulations 1988.

As aresponsible business we work with our suppliers to
promote responsible sourcing and ensure that all workers are
treated equally with respect and are safe at work. Asa member
of Sedex we are able to monitor our suppliers adherence to
modern slavery regulations and best practice within our
supply chain.

We are committed to the responsible stewardship of the
environment and community by integrating sound and
sustainable business practices into our daily business
decisions. We collaborate with our suppliers to reduce our
environmental impact by reducing the use of single use
plastics andlooking for more sustainable packaging options,
for example, by offering a carpet made entirely from recycled
plastics and using reusable packaging.

We work closely with
recognisable flooring
partners

v




ur customers

We seek to offer our customers outstanding value, quality and
choice for their homes.

We carefully source our products and all of our sofas are
covered by a 20-year warranty on frames and springs. Working
with our suppliers, monitoring market trends and engaging
with our customers through social media channels, helps us
to develop product ranges and expand our customer base.

During the year our stores experienced periods of temporary
closures due to the COVID-19 pandemic. Having already
navigated lockdowns in the previous year we were well
prepared and continued to adapt our services to meet the
needs of our customers during such challenging times. Our
new website launched at the start of the year andin January
2021, we introduced MyScSLive, aweb-based solution that
enables our customers to video call with a colleague based

in one of our showrooms, at a time convenient to them. Our
continuedinvestment inimproving our omnichannel offering
coupled with a shiftin customer shopping habits as a result
of the pandemic has seen visits to our website increase
significantly, driving online sales to record heights for the
business. We will continue to monitor these trends and review
our product ranges to meet customer demand.

Engaging with our customers

Throughout the year we have increased customer
communication. Disruption fromlocalised COVID-19
outbreaks, raw material shortages and shipping issues meant
we experienced delays beyond our control. Inresponse,

we keptin close communication with our customers.

Our retail and centralised customer services team have
worked tirelessly to help our customers.

We strive to provide an excellent customer experience and
this focus is crucial to the Group's strategy. Our customers
are encouraged to rate their experience with us on Trustpilot
and we are thrilled to have received over 299,000 reviews
and maintained our 'Excellent' rating. We regularly review our
customers' feedback and use it to reward our staff, identify
areas forimprovement and discuss with suppliers to drive
further product quality.

Going the extramile for our customers

A
Our customers
choose their new sofa

Lisa Price (Branch Manager at our Wigan store) has lived by our RIGHT values by going the
extramile for an elderly customer. After speaking to a customer about their order Lisa
learned that they live alone with no family nearby. She also learned that they really enjoyed
jigsaws so took it upon herselfto get them ajigsaw to keep them entertained through

lockdown. She also organised for a hamper of supplies to be delivered as well as more
jigsaws and ajigsaw table. Lisa said: "l wanted our customer to know that they weren't
aloneinlockdown and that they had support from people who cared. The food | collected
was after the fourth call where | learned that they were finding it hard to get out because
of bad weather. |wanted to do this for them and have a weekly chat as this winter lockdown
isalongtime for the vulnerable to be alone.”
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Responsible business continued

Our communities

During the year, the Group and its people continued to support

many local and national great causes, close to the hearts and minds

of the ScS family.

Our store network is spread across the UK and they play an
active role in their local communities. As a socially responsible
businessitisimportant to us to contribute to society and

the economy.

Bowel cancer awareness

Working with ITV's Lorraine on their ‘No Butts' campaign, we
helped toraise awareness of bowel cancer andits symptoms.
We filled Sunderland's Stadium of Light with 22 empty
two-seater sofas to represent the 44 people who lose their
lives every day due to bowel cancer, the UK's second biggest
cancer killer. We also added decals to our delivery fleet,
displayed informational signs in all of our showrooms and
featured the campaigninour TV ads.

To help raise more funds, 250 of our colleagues walked,
ranand cycled over 25,000 miles, whichis greater than the
number of miles around the earth! The Group donated €1 for
every mile, and together with our colleagues own fundraising,
we raised a total of £28,448 for this worthy cause.

Sometimesit’s thelittle things that
mean themost

Travis Caster,amember of our delivery team at our Basildon
distribution centre made the day of one of our customers.
After our customer made acomment about not having left
the houseinawhile, Travis continued the conversationand
providedalistening ear. The pair soonrealised that they had
bothrecently beenthrough abereavement and our customer
really appreciated the fact that Travis took the time to talk
with her.

Our customer decided to personally make Travis abouquet
of blue and yellow flowers, colours that Travis had mentioned
were of great sentimental value to his family. Travis who
prides himself on providing a great experience to our
customers said that it is these sort ofinteractions that really
make a difference and he'llnever forget the kind gesture
from this customer!

The Foundation of Light

For over 10 years, ScS has supported the Foundation of Light,
whichis Sunderland AFC's official charity. During the year

we worked with the charity to support their ‘Wear Together’
programmes which aim to tackle loneliness and social
isolationinthe over 50's, animportant issue which has been
heightened during the pandemic. Anumber of our colleagues
have attended sessions on arange of topics, engagingin
conversation and interacting with people fromthe local
community.

Free schoolmeals

As aresult of the government voting against extending
free schoolmeals for disadvantaged children, ScS donated
£20,000 for local childrenin need during October 2020
halfterm. Working with ‘Together for Children Sunderland’
this money provided 10,000 free schools meals to some
of Sunderland's most underprivileged families.

Volunteers’ Week

The first week of June was Volunteers' Week and our
colleagues were encouraged to participate in their local
communities. From helping to deliver guided walks to beach
cleans, our teams rolled up their sleeves and headed out

in their community to support some great causes.

Supporting 'Wear
Together'withthe
Foundation of Light
v




Our shareholders

We have two main shareholder groups; institutional investors

and individual shareholders.

The majority of our shareholders are institutional investors,
with our retailinvestor base growing.

The Company has just one class of share inissue and so all
shareholders benefit from the samerights, as set outin the
Company's Articles of Association and the Companies Act
2006. The Board recognises its legal and regulatory duties
and does not take any decisions or actions, such as selectively
disclosing confidential or inside information, that would
provide any shareholder or group of shareholders with any
unfair advantage or position compared to the shareholders
asawhole.

Engaging with our shareholders

The Group's purpose, mission and strategy have been built
with the long-term success of the business in mind and for
the benefit of our members as a whole. We engage with our
shareholders through a range of channels including meetings,
the Annual Report, our Annual General Meeting (AGM) and
our financial and trading statements. During the year the CEO

and CFO have also participated inretail investor presentations.

Investors are able to keep up-to-date through our dedicated

corporate website. We have continued to update our
shareholders with regular trading updates throughout the
year as events have unfolded. We held a live analyst meeting
opento all shareholders, and awebcast of the meeting

was published on our website for those unable to attend.

Our CFOis onhand to speak to our shareholders and address
any queries they have.

The Board receives investor views through the Group's
corporate brokers who provide feedback on market

reaction and investor views after fulland half year results
announcements. Independentinvestment research analysts
also have access to our Executive Directors as part of their
investment advisory roles. The analysts' research publications
provide timely feedback on financial performance, strategy
and share valuation.

Investors'views were taken into consideration as part of the
Board's decision-making process throughout FY21 including
repaying the CJRS grant received inrelation to the current
year, reinstating a dividend and our ESG strategy.
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Section 172 statement

The
I

Board recognises
portance of engagir

with stakeholders

Section 172 Statement

The Board recognises the importance of engaging with
stakeholders and taking their views into account when making
decisions, although the Board acknowledges that not every
decision it makes willnecessarily resultin a positive outcome
forallof the Group's stakeholders. Details on how the Board
operates and the way inwhich it reaches decisions are set out
onpages 65t098.

Details of our key stakeholders and engagement with these
stakeholders are set out onpages 30 to 41. Examples of how
the Directors have oversight of stakeholder matters and had
regard for these matters when making decisions are included
inthe table opposite and discussed throughout the Strategic
Reportandinthe Governance section onpages 2 to 98.

A

Section 172 of the Companies Act 2006 requires a director of
acompany to actinthe way he or she considers, in good faith,
would most likely promote the success of the company for
the benefit of its members as a whole but having regard
toarange of factors set outin section 172(1)(a)-(f) in the
Companies Act 2006. Thisreportis presentedin compliance
with The Companies (Miscellaneous Reporting) Regulations
2018 andthe UK Corporate Governance Code July 2018.

The table opposite identifies where, in the Annual Report,
information ontheissues, factors and stakeholders the Board
has consideredin respect of Section 172(1).




Section 172 duty Key examples Page
(a) Thelikely consequences of any decisioninthelong term Our business model 8-9
Example: the Board reviewed and updated the Group's strategy during the year to support the Ourstrategy 24-27
long-term success of the Company. Decisions taken during the year are made in the context Key performance indicators 28-29
of the strategy and with regard to allocating the Group's capital in the most beneficial way. Financial review 44-47
Principalrisks and uncertainties 50-59
Viability statement 60
Corporate governance statement 66-80
Directors' Remuneration report 81-95
(b) Theinterests of the company’s employees Chair's letter 6-7
Example: our colleagues are at the heart of our business and their interests are takeninto Our business model 8-9
consideration by the Board when making decisions that impact them. Throughout the COVID-19 Chief Executive Officer's review 22-23
pandemic the Group has topped up furloughed colleagues' salaries to 100% and none of our people Our strategy 24-27
have been made redundant as a result of the pandemic. The internal team responsible for our Key performance indicators 28-29
colleagues has also been strengthened by welcoming a People Director to our Operating Board. Responsible business 30-41
Principalrisks and uncertainties 50-59
Corporate governance statement 66-80
Directors' Remuneration report 81-95
(c) Theneed to foster the company’s business relationships with suppliers, Chair's letter 6-7
customers and others Our business model 8-9
Example: working closely with suppliers has been more important than ever during the COVID-19 Chief Executive Officer's review 22-23
pandemic, and the Group continued to pay all suppliers in a timely manner despite uncertain periods Our strategy 24-27
of closure. Throughout the year customer communication has increased and our retail and centralised ~ Responsible business 30-41
customer services team have worked tirelessly to help our customers. Corporate governance statement 66-80
Directors' Remuneration report 81-95
(d) Theimpact of the company’s operations on the community and the environment Chair'sletter 6-7
Example: as aresponsible business, the Group is committed to acting inthe bestinterests of our Our business model 8-9
communities and in a sustainable manner. During the year the Group supported local charities and Chief Executive Officer's review 22-23
donated atotal of £60k. The Group has acceleratedits thinking on developing a formal ESG strategy Our strategy 24-27
that builds on our RIGHT values and integrates sustainability throughout all aspects of the business. Responsible business 30-41
The recent recruitment of a specialist Supply Chain Sustainability Manager is a key part of that strategy. ~ Principalrisks and uncertainties 50-59
Corporate governance statement 66-80
(e) Thedesirability of the company maintaining areputation for high standards Ourbusiness model 8-9
ofbusiness conduct Our strategy 24-27
Example: our colleagues received mandatory online training throughout the year on a wide array of Responsible business 30-41
topicsincluding Equality & Diversity, Data Protection and Anti-Bribery. All suppliers are required to Corporate governance statement 66-80
comply with our Supplier Code of Conduct which sets out our expectations in relation to health and Directors'Remuneration report 81-95
safety procedures, anti-bribery and corruption policies, product quality standards and much more.
(f) The need to act fairly as between members of the company Responsible business 30-41
Example: the Board seeks to ensure that commmunications are clear andits actions promote the Corporate governance statement 66-80

long-term success of the Company. During the course of the pandemic, the Group has successfully
adapted the way in which it engages with shareholders and as a result, the Board have been able to
take their views and interests into account when making decisions.

Non-financial information statement

The table below sets out where stakeholders can find information in our Strategic Report that relates to non-financial matters, as required by the

Non-Financial Reporting requirements as detailed in the Companies Act 2006.

Reportingrequirement Ourpolicies Where you canfind outmore
Environmental matters Regulatory and compliance Pages 54
Responsible sourcing and supply chain Pages 32to 33
Sustainability Pages 32to 33
Monitoring our carbon footprint Page 34
Employees Diversity andinclusion Page 69to 74
Health and safety Page 37
Engagement Page 36
Code of Business conduct Page 97
Composition, succession and evaluation Pages72to 74
Social matters COVID-19 Pages 22to023
Apprenticeship programmes Page 36
Supportinglocal communities and charities Page 40
Humanrights Responsible sourcing and supply chain Page 56
Modern Slavery policy Pages 38 and 56 and visit our website
Anti-bribery and anti-corruption Political donations Page 98
Whistle-blowing Page 69
Anti-bribery and corruption statement Page 54
Description of business model N/A Pages8to9
Non-financial KPIs N/A Page 28
Principalrisks and uncertainties N/A Pages 50to 59
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Financial review

"Strong post-lockdown
sales order growth seen
across the business.

44

The financial results for the current and previous year were
impacted by the COVID-19 pandemic. The year started strongly
with first half sales benefiting from the large opening order book
and continued strong order growth in quarter one. The second
half of the year also saw significant revenue growth, despite
further national lockdowns, as the business was permitted

to continue to deliver goods.




53 weeks ended 52 weeks ended gl

31 July 2021 25 July 2020 o

£m £m o

Qo

Gross sales* 324.5 268.1 2

(]

Revenue 310.6 255.5 §

Gross profit 147.0 119.6 -

e}

Distribution costs (18.7) (1700 3

Administration expenses before exceptionals and government support (116.0) (106.3) 8

Businessrates relief 10.2 3.4 @

Coronavirus Job Retention Scheme (CJRS) - 5.0 g

[0}

Total operating expenses (124.5) (114.9) 3

>3

Underlying operating profit* 22.5 4.7 3

Operating exceptional items 4.3 (4.0) -

Operating profit 26.8 0.7 g

Net finance expense (4.1) (38 &

Profit/(loss) before tax 22.7 (3.1) g

Tax (3.6) 0.9 g

(0]

Profit/(loss) after tax 19.1 (2.2) Z
Underlying profit before tax* 18.4 0.9
Statutory earnings/(loss) per share 50.4p (5.8p)
Underlying earnings per share* 41.3p 2.6p
EBITDA* 52.8 29.0
Underlying EBITDA* 48.5 33.0

Overview The strong post-lockdown order intake recovery has resulted

The financial results for the current and previous year were
impacted by the COVID-19 pandemic. The Group operates

a specialorder business, where goods are built for customers
inline with their order specifications. Gross sales, revenue
and related profitis not recognised until orders are delivered.
The disruption from the pandemic, including the restrictions
onbeing able to deliver to our customers'homes in the first
lockdown coupled with the strongrecovery in sales post the
initial lockdown, meant the Group commenced the 2021
financial year with alarge opening order book.

Gross salesandrevenue

Gross sales* increased by £56.4m (21.0%) to £324.5m

(2020: £268.1m). The year started strongly with first half sales
benefiting from the large opening order book and continued
strong order growthin quarter one. The second half of the
year also saw significant growth, despite further national
lockdowns, as the business was permitted to continue to
deliver goods unlike in the first lockdown which impacted
salesinthe second half of the 2020 financial year.

Sales by channel were are follows:

— Anincreaseinfurniture salesin stores of 13.6%to £248.9m
(2020: £219.0m);

— Adecreaseinflooring salesin stores of 4.1%to £28.7m
(2020: £30.0m); and

— Anincreaseinonline sales of 146.0%to £46.9m
(2020: £19.1m).

Revenue, which represents gross sales* less charges relating
tointerest free credit sales (see note 3 to the financial
statements —Segmentinformation), also increased by 21.6%
to £310.6m (2020: £255.5m). Thisis again reflective of the
order growth and disruption to our distribution networkin the
second half of the prior year.

inthe Group holdingalarge opening order book of £103.5m
(including VAT), £1.2m lower than at the same pointin the prior
year but £60.6m higher than at the same pointin 2019.

Gross profit

Gross margin*increasedto 45.3% (2020: 44.6%). Theincrease
of 69 basis points s largely due to the reduced take-up and cost
ofinterest free finance together with store closures resultingin
areduction of lower margin stock sales. We expect stock sales
and customer credit requirements to return to normallevels
inthe new financial year. This, coupled with the increased cost
pressure from suppliers, means we expect gross marginin

the coming year willreturnto levels achieved by the business
inthe previous years.

Theincreased volume and margin year on year resultedinan
increase in gross profit of £27.4m (22.9%).

Distribution costs

Distribution costs comprise the total cost of the in-house
distribution function andincludes employment costs, vehicle
running costs and utility costs for the nine distribution centres,
as well as costs of third-party delivery services contracted to
support peak delivery periods.

Distribution costsincreasedto £18.7m (2020: £17.0m) as a
consequence of the increase in delivered volumes. Additionally,
property and staff-related costs increased, driven by cost
pressures being seenin thelogistics sector.

As apercentage of gross sales for the year, distribution costs
were 5.8% (2020: 6.3%).

45

* Thisreport
includes Alternative
performance measures
(APMs) which are defined
andreconciledto IFRS
information, where
applicable, onpages
134to0135.
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Financial review continued

Administrative expenses before exceptionalitems

and government support

Administrative expenses comprise:
Store operating costs, principally employment costs,
property related costs (utilities, store repairs and
depreciation);
Marketing expenditure; and

— Generaladministrative expenditure, which includes the
employment costs for the Directors, senior management
and all head office-based support functions and other
central costs.

Administration costs for the year totalled £116.0m, compared
to £106.3minthe prior year. Administrative costs were 35.7%
of gross sales*, down from 39.6% in the prior year.

There was an overallincrease in administrative costs of £9.7m,
driven predominantly by the £8.6mincreasein performance
related pay following the Group's strong full year result. Due

to theimpact of the pandemic, the prior year saw a significant
reductionin the normallevels of bonus and commission

paid to management and colleagues. The current year saw
performance related pay increase to £16.8m (2020: £8.2m),
with the current year cost beingmore inline with those seen
pre-pandemic, where in FY19 performance related pay totalled
£14.6m. The currentyearincludes a £1.5m share-based
payment charge in the year (2020: £0.8m credit) reflecting

the improved actual and forecast performance of the Group.
The Group also saw a £3.5mincrease in underlying payroll
costs driven by additional employees to support working
practices during the pandemic and to meet increased demand
inour stores coupled with wage inflation.

Marketing costs decreased by £3.2mto £17.2minthe year
(2020: £20.4m), as the business adjusted investment in
advertising as aresult of temporary store closures. We
investedin a strong reopening launch campaign and this
increased investment helped achieve the significant level of
post-lockdown sales order growth. Other administrative costs
increased £0.8m.

Government support

The Group's result for the year has benefited from £10.2m

of retail business rates relief provided in response to the
COVID-19 outbreak. Our retail property rates billis a significant
cost tothe business, and the government's initial response to
theimpact of COVID-19 to cut 100% of retail business rates
bill for the 2020 to 2021 tax year (1 April 2020 to 31 March 2021)
was followed with further savings onrates for the 2021 to 2022
years. The Group expects toreceive a further £2.6m benefitin
the next financial year.

Duringthe yearthe Group received £3.0mas part of

the Coronavirus Job Retention Scheme (CJRS) claimed
throughout the period of store closures. Following the strong
trading onreopening of our stores, the Group took the
decisiontorepay thisin full.

Inthe prior year, the Group's result benefitted from £8.4m
of government support, being £3.4m of retail rates relief and
£5.0mreceivedfromthe CJRS.

Flexible costs

The nature of the Group's business model, where almost all
sales are made to order, results in the majority of costs being
proportional to sales. This provides the Group with the ability to
flexits cost base as revenue changes, protecting the business
should there be wider economic pressures. As shown below,
the proportion of cost variability remained relatively consistent
year onyear.

Excluding government support and exceptional items, total
costs before tax for the year were £316.3m (2020: £275.6m).
Total costsincreased £40.7m, largely as a result of the
movementin variable costs, which, as expected, increasedin
line with the increase in sales. As a consequence of the higher
variable and total costs, semi-variable and fixed costs make up
a slightly lower percentage of total costs when compared to
previous years.

Oftotal costs, 73% (2020: 70%), or £230.2m (2020: £194.1m)

are variable or discretionary, and are made up of:

— £177.5m cost of goods sold, including finance and warranty
costs (2020: £148.5m);

— £18.7mdistribution costs (2020: £17.0m);

—  £17.2m marketing costs (2020: £20.4m); and

— £16.8m performance related payroll costs (2020: £8.2m).

Semi-variable costs totalled £44.2m, or 14% of total costs,
for the year (2020: £38.5m; 14%) and are predominantly
other non performance related payroll costs and store costs.
Depreciation andinterest (including on leased assets), rates,
heating and lighting make up the remaining £41.9m (13%) of
total costs (2020: £43.0m; 16%).

Underlying operating profit*

The operating profit before exceptional costs was £22.5m for
the year,compared to £4.7mlast year, driven by the £27.4m
increase in gross profit, partially offset by the increase in
operating costs. Without the additional government support,
the Group would have recorded an underlying operating profit
of £12.3m (2020: loss of £3.7m).

Operating exceptionalitems

The £4.2m exceptional creditinthe current year relates to the
reversal of previous impairment to the Group's stores —both the
property, plant and equipment and right-of-use lease assets.
The majority of the current year credit reverses the impairment
takeninthe prior year as a consequence of reduced forecasts
following the impact of COVID-19, with an additional element
reversing historic store impairment following stronger forecast
store performance as a result of encouraging trading and
increased opportunities in our markets.

Prior year exceptional costs relatetoa £3.4m chargein
recognition ofimpairment to the Group's property, plant and
equipment and right-of-use lease assets and £0.6m payable
for redundancy costsincurred relating to the centralisation of
administrative support from each of our individual stores to our
head office in Sunderland.

Financecosts

The net finance expense hasincreased by £0.3mto £4.1m
(2020: £3.8m) as aresult of adecrease ininterest earned on
the Group's cash balance.

Taxation

The tax charge for the financial year is lower (tax credit 2020:
higher) thanif the standardrate of corporation taxhad been
applied, mainly due to anincrease in the deferred tax asset
relating to share options outstanding but unexercised at year
end andthe increase in the rate used to measure the Group's
deferred taxasset.

Earnings/loss per share (EPS/LPS)
Statutory basic EPS for the year ended 31 July 2021 was 50.4p
comparedtoaLPS of 5.8pinthe previous year.

Basic underlying EPS for the year ended 31 July 2021, which
excludes exceptional costs, was 41.3p comparedto 2.6pinthe
previous year.

* Thisreportincludes
Alternative performance
measures (APMs) which
are defined and reconciled
toIFRS information,
where applicable, on
pages 134to0 135.



Afullreconciliation of EPS/(LPS) is shownin note 10 to the
financial statements.

Cashandcash equivalents

The Group operates a negative working capital business

model whereby:

— Forcash/cardsales, customers pay deposits at the point
of order and settle outstanding balances before delivery;

— Forconsumer credit sales, the loan provider pays ScS
withintwo working days of delivery; and

—  Themajority of product suppliers are paid at the end
of the month following the month of delivery into the
distribution centres.

Cashincreased £5.4minthe year to £87.7m (2020: £82.3m).
A summary of cash flows is shown below:

53weeksended 52 weeksended

31July 2021 25 July 2020
£m £m
Cash generated from
operating activities 41.6 59.5
Payment of capital and
interest elements of leases (26.4) (20.0)
Net capital expenditure (4.5) (3.9)
Net taxation andinterest
payments (3.8) (1.5)
Free cash flow 6.9 34.1
Dividends (1.1) (4.3)
Purchase of own shares (0.4) (5.2)
Net cash generated 5.4 24.6

The Group continued to be cash generative in the year with
anet cashinflow from operating activities of £41.6m (2020:
£59.5m).

The cash generated from operating activities has decreased by
£17.9m. Inthe prior year, working capitalinflow totalled £27.9m
largely due to a significant increase in customer deposits as
our stores reopened following the first government lockdown.
Thelevel of customer deposits in the current year has increased
by £2.4m. However, this is offset by a working capital outflow as
aresult of the 53-week year capturing July month end payroll
and supplier payments, together with arepayment of £3.4m
VAT and PAYE/NIbalances which were previously deferred
inline with the government support offered as part of its
response to COVID-19.

Customer deposit balances have increased by £2.4minthe
yearto £37.0m (2020: £34.6m), reflecting the strong post-
lockdown sales order growth seen across the business and
higher closing order book.

The payment of capitaland interest elements of leases has
increased by £6.4m, principally as a result of the benefit from
rent deferrals negotiated with landlords in the prior year
beginning to unwind. This will continue through the next
financial year.

Dividend

The Boardrecognises theimportance of adividend to

investors and, despite suspending the dividend temporarily,

is keentoreinstate a progressive policy, with the intention to:

— Keepearnings coverinthe range of 1.25x to 2.00x;

— Ensure cash cover remainsinthe range of 1.75x to 2.25x
through the economic cycle; and

— Payaninterim dividend that willbe approximately one third
of the total dividend.

The Board considers this policy appropriate given the
strength of the balance sheet, whilst ensuring the Group has
sufficient resources to pursue potential future opportunities
to deliver growth.

Inlight of the improved trading, the Group paid aninterim
dividend of 3.0pin July 2021 (2020: £nil). The Board s confident
inthe outlook for the Group and proposes a final dividend

of 7.0p (2020: £nil). If approved, this would give a full-year
dividend of 10.0p (2020: £nil). The final dividend, if approved,
willbe paid on 10 December 2021 to shareholders on the
register on 12 November 2021. The ex-dividend date s

11 November 2021.

The total dividend paidis in line with target earnings per share
cover, and cash cover through the economic cycle.

Chris Muir
ChiefFinancial Officer
4 October 2021
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Risk and risk management

Our risk management
framework

We have arobust risk management framework designed to manage and report
onrisks that could affect the achievement of our business strategy.
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Ourapproachtoriskmanagement

The Group has an established approach to risk management,
which takes into account risks along with opportunities and
manages them accordingly. We accept that the Group faces
risks and uncertainties that could affect the achievement of

its strategic objectives, and consequently, mitigating controls
arein place to manage risk to an acceptable level. Management
andthe Board carry out regular reviews of existing and
emerging risks along with the control systems and processes
that governthem.

Risk management framework

The Board has ultimate responsibility for managing risk.

The Audit Committee is provided with an oversight of risk
management and completes arobust assessment of principal
and emergingrisks. The established governance framework
underpinning our approach to risk managementis set outin
detailbelow and onthe following page.

Principalrisk

Risk appetite

Managingrisk effectively within the framework andin line with
our defined risk appetite remains a high priority for the Board.
The culture of the organisation ensures that all activities,
from day-to-day operations to high-level strategic decisions,
are performedinline with the framework. Management's
assessment of our principal risks is based on the potential
impact, the likelihood of the risk materialising and any change
in the risk from the prior year. The governance of riskis
undertakeninthe context of the Group's overall risk appetite.
Onanannualbasis, a calibration model of scoring one to five
is used to define the level of risk appetite for each type of risk.
The Group has a minimal risk appetite for areas of statutory
compliance butis willing to accept greater risk to achieve

its commmercial objectives and drive the business forward.
The Board's appetite for each of the principalrisks is set outin
the table below and within the Principal risks and uncertainties
section on the following pages.

Risk appetitelevels 2021

Low Low to medium Balanced

Material Aggressive

Strategicrisks

Economic environment

Competition

Regulationand compliance

Key trading periods

Infrastructure risks
Supply chain and product
Business systems infrastructure and product
Our people and culture

Reputationalrisks

Brand and reputation

Risk Appetite Definition

Low
makinginthisarea.

Control over processesis the most significant concern. Commercial considerations are secondary and should not influence decision

Low to medium Controlover processes should be a strong concern. However, commercialimpact should still be considered if significant.

Controls and commercialimpacts should be given equal weight in this area.

Material

Controlover processes should be as strong as possible; however, if commercialimpacts are too great then controls should be relaxed.

Aggressive

Commercial considerationis the primary concern. No controls should be implemented thatimpact on commercial aspectsin this area.




Identification of risks

The Board, the Operating Board and the Group's senior
management team have a clearly defined responsibility for
identifying the major business risks facing the Group and for
developing systems toreport, mitigate and manage those risks.
The Group's risk management practices have been enhanced
throughimproved functionalrisk registers designedto identify
andreport on operationalrisks.

Monitoring of risks

Thereis anongoing process for identifying, evaluating,
managing and reporting on the significant risks faced by the
Group. This has beenin place for the year under review and up
tothe date of approval of this Annual Report. The Board has
also performed arobust assessment of the principal risks and
mitigating controls.

Risk management processes and framework

Process for preparing consolidated

financial statements

The Group has established internal controls and risk

management systems in relation to the process for preparing

consolidated financial statements.

Thekey features of this are:

— Managementregularly monitors and considers developments
inreportingregulation and, where appropriate, reflects
developmentsin the consolidated financial statements.
The external auditors and the Audit Committee also keep
the Board appraised of these developments;

— The consolidated financial statements are reviewed by
the Audit Committee and the Board. This review takes
into account reports frommanagement and the external
auditors on significant judgements, changes in accounting
policies and disclosures, changes in accounting estimates
and other relevant matters to the consolidated financial
statements;and

— Thefull-year financial statements are subject to external
audit and the half-year financial statements are also
reviewed by the external auditors.

Executive Directors
Responsible for disseminating risk policies.
They supportand help the Operating Board
assessrisk. The Executive Directors also oversee
risk management throughout the Group and
encourage open communication onrisk matters.
The Executive Directors assess the materiality
of risks in the context of the whole Group.

The Audit Committee
The Audit Committee oversees risk management
and internal controls. The Committee reviews
the Group'sinternal controls, sets objectives
and monitors the effectiveness of the internal
audit team. The Committee also monitors
theindependence and expertise of the

Risk management policy, standards and guidelines

Principalrisks and uncertainties

5.
Top-down Progressisreviewed,
monitoredand 1.

Group and reported to the Board Key risks by Bottom-up
corporatelevel and Audit Committee area(andany F - 1
risk oversight: onanongoingbasis cha - unctiona

T d ional
last review) an °Per?t|°“a
Identification 4. levelrisk:
Assessment Progressin Risk dentificati
Mitigation executing management entification
Oversight a_greed process processes 2. Assessment
Reporting improYEEEiE Risk ratings— Prioritisation
and |mplem<‘entmg by evaluating Managerment

agreedrisk eachrisk Reportin

Includes the mitigation andassigning P 9
identificationand ascore

oversight of 35 Includes the

emerging risks Ider_mtifying the identificationand
rquJIred actions management of
againsteachrisk emerging risks

Functional operationalriskregisters andreporting

Key roles and delegated responsibilities

Board

Overallresponsibility for the leadership of risk management, sets strategic objectives, risk appetite and monitors performance.

Audit, Riskand Compliance

externalauditors.
based approach to planning audit work.

Operating Board

Responsible for the identification and assessment of existing and emerging risks at an operational level.
The Operating Board are responsible for the implementation of agreed mitigating controls.

Responsible for the monitoring of the Group's
risk management approach and provides a link
between the operational managers and the Audit
Committee. The Head of Audit, Risk & Compliance
reports formally to the Audit Committee and has
direct access to the Chair of the Audit Committee.
The audit, risk and compliance team takes a risk-
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Principal risks and uncertainties

e

recognise

the importance of
having a strong risk
Management cutture

The Board has ultimate responsibility for the oversight of
managing risk and ensuring that good governance policies are
embedded across all levels of the business.

The Boardhas carried out arobust assessment of emerging
and principal risks and uncertainties facing the Group.
Setout below are those which are considered to present the
most significant threat to the Group's future development
or performance.

We have a number of processes and controls in place to
mitigate these risks and they are periodically reviewed.

The Audit Committee and the Board formally review the
principal risks and uncertainties three times a year (including
the consideration of the Viability statement). The Board
also monitors key performance indicators through Board
reports and has regular presentations onanumber of the
key risk areas.

Onamonthly basis, principal risks and mitigating controls are
reported to the Operating Board (which includes the Chief
Executive Officer and Chief Financial Officer).

Two of the highest priority risks we have faced over the past
two years are those presented by the COVID-19 pandemic and
Brexit. The following updates highlight how we have responded
positively and mitigated the risks effectively.

COVID-19
COVID-19 has had a wide ranging and significantimpact on
anumber of the principal risks and uncertainties within our
business. We implemented new controls, risk assessments and
procedures to ensure that we followed government advice and
industry best practice. The mitigating controls implemented
cover awide range of responses, which are set out below:
— The senior management team and Operating Board
discuss emergingissuesin line with changes to government
guidelines and commmunicate agreed actions to the
wider teams;
— Thecashflowand profitimpacts of different levels/lengths
oflockdown were modelled prior to the temporary closure
of our stores throughout the year;
— Theclosure and reopening of our stores was completed
efficiently andinline with government timelines
and guidelines;

Home working was implemented and, where possible,

we will move to a hybrid way of working;

Communication channels have improved and continue to be
inplace with allexternal stakeholders including close support
for our customers andkey suppliers, along with dialogue with
relevant regulatory authorities;

A colleague forumwas created to allow two-way
communication of the latest developments, make
suggestions and to raise concerns, including shared views
related to the reopening processes;

Our communications team continued to produce detailed
regular business bulletins that were sent to all colleagues,
including those on furlough, to ensure everyone was kept up
to date with the latestinformation;

Allnon-essential costs were reduced and planned capital
expenditure was deferred along with the suspension of

the May 2020 interim dividend; dividends have since been
re-introduced;

Landlords were engaged to manage rent obligations and
negotiate rent deferrals and rent-free periods;

Operating processes were continually reviewed and updated
toensure that allbest practice guidelines were followed,
making 'safety first' our priority in allareas of the business;
We provided additional resource, both through new
recruitment and fromwithin our existing teamto support
additional demand experienced by our online sales channel;
Detailed cash modelling was carried out to assess various
scenarios and to ensure that cash was preserved to allow
the business to continue to operate. Severe but plausible
downsides were also considered;

Athree-year £20m facility under the Coronavirus Large
Business Interruption Loan Scheme (CLBILS) was secured
inAugust 2020;

Risk assessments were performed for our key operational
areas and detailed working practices and trainingwas
provided to ensure the safety of our teams;

We provided additional resource in our showrooms to

help our customers understand our safety procedures
andwe alsointroduced a VIP appointments system within
our showrooms to give customers the option to book
aconvenient time with one of our team before arriving;




— Allofour colleagues across the business were provided with
personal protective equipment; and

— InJanuary 2021, welaunched MyScSLive, aweb-based
solutionthat enables our customers to video callwitha
colleague basedina number of our showrooms.

In this continually changing and challenging environment,

we continue to monitor this risk and associated impacts to
ensure we adhere to best practice and government advice.
The business has responded well, quickly adapting to new ways
of working, whist minimising the impact and risk to employees,
customers, suppliers and the resilience of the Group.

Brexit

Prior to the UK's exit from the EU in December 2020,

actions were taken to ensure appropriate measures were

inplace, including:

— Operating Board monitored and reviewed the evolving
impact of the post-transition trading relationship between
the UKand the EU;

— The Operating Board considered various scenarios
depending on the outcome of trade negotiations and
prepared plans for each scenario;

—  Working with our suppliers to ensure that they have made
appropriate plans;

— Ongoing monitoring of regulatory changes that may affect
our operations post-transition period;

— Reviews ofimpacts on staffing levels to ensure that staff
retentionis managed appropriately; and

— Review of pricing strategy and changes in our cost base
to ensure we can continue to offer the best value product
inthe market.

Following the UK's exit, we have not seen any significant delays
orimpacts due to this transition. We have seen areduction
inthe availability of drivers within our distribution network.

We have therefore implemented a plan to improve how we
attractandretaindrivers.

Risk categories
Each principalrisk is grouped into an overarching risk category
to enable better analysis of risk and improved risk reporting.

Strategicrisks are those which affect the marketplace
and the environment in which our business operates. The
principal risks in this category are: 'Economic environment’,
‘Competition’, 'Key trading periods' and 'Regulation and
compliance'.

Infrastructure risks are those which affect the people
andthe resources that are required to operate our business.
The principalrisksin this category are: 'Business systems
andinfrastructure’,'Supply chaininfrastructure and product’
and 'Our people and culture’.

Reputational risks are those which could damage the brand
or perception of our business. The principalrisk in this category
is 'Brand and reputation’.
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Principal risks and uncertainties continued

Economicenvironment

Risk category Risk appetite Link to strategic priorities Responsi y

Strategic Balanced — Customerdriven Operating Board
— Strengthenthe core

Changeinrisklevel Risk profile after — Inspiringranges Reports to

Risk stayed level mitigating controls — Engaging Showrooms Chief Executive Officer
Medium
Performance indicator
Sales performance

Consumer confidence

Adownturnin consumer confidence, driven by political or economic concerns, including increased uncertainty in job security, could have a direct
impact on consumer spending within our market, which could resultin a decline in the performance of the Group. Thereis a further ongoing risk that
the economic uncertainty the UKiis currently facing due to the impact of COVID-19, means consumer confidence could be subdued.

Mitigation
The Groupis focused on maintaining resilience, ensuringit is protected throughout the economic cycle. The balance sheet is managed carefully to hold
sensible levels of cash, and has no debt.

We continue to operate alean business model with a high proportion of flexible costs allowing us to adapt the cost base quickly, whilst remaining
competitive.

We have established a diverse product offering, appealing to our core customers. We offer value-for-money market-leading upholstered furniture
and flooring, which is complemented further by a range of dining furniture.

Progressandplans
During 2021, cashinthe balance sheetincreased from £82.3m at the end of July 2020 to £87.7m at the end of July 2021.

We constantly review our structure, ensuring we maintain our efficient business model. Our flexible costs in 2021 totalled 73%, meaning changes
to trading conditions can be more easily navigated.

Ourfocus on our pricing strategy has always been based on offering the best value, along with a wide range of price points and this continues to be
our priority.

We continue to review our showroom layout, and range planning is now embedded across the Group. Our focus on providing value to our core
demographic and our significantinvestment in marketing continues, which ensures that our core customer knows who we are and what we offer.

A comprehensive review of improvements we can make to our customers journey has been completed to ensure customers can have even greater
confidence when shopping with the Group.

Interestrates, currency rates and consumer credit

The Group's access to, and cost of consumer credit, which provides interest free payments to customers, may be impacted by high default levels or
interest rate increases. There are further risks that increased interest rates could reduce customers' disposable income levels. The risk of interest rates
and currency exchange rates fluctuating could lead to cost pressure on our suppliers which in turn could be passed on to the Group.

Mitigation
The Group manages the cost of and access to consumer finance by having strong relationships with three finance houses. Further relationships are
maintained with other finance houses enabling the Group to receive the right service at the right cost.

Our interest-free offering continues to facilitate alow cost option for our customers to purchase furniture for their home, with arange of prices suitable
forallbudgets.

We purchase our products on a sterling basis minimising direct exposure to exchange rate movements. We work with our suppliers to manage any impact
onthe cost base of products and make selling price adjustments as necessary.

Progressandplans
Over the year, underlying rates have remained low and interest-free credit charges have remained stable. Customer default levels have remained at
previous levels.

The volume of interest-free credit being taken by customers has reduced, resulting in alower cost to the Group. We will continue to monitor rates and
work with our finance providers to manage any changes. During the year, we have worked closely with our existing finance providers to ensure that

we adhere torelevant legislation and guidance.

We have continued to work with our suppliers to manage any impact on their cost base due to interest or exchange rate movements.




Competition

Risk category Risk appetite Link to strategic priorities Responsi y
ﬁ Strategic Balanced — Strengthenthe core Operating Board
— Digitally optimised
Changeinrisklevel Risk profile after — Inspiringranges Reports to

D D D Risk stayed level mitigating controls Chief Executive Officer
Medium Performance indicator
Sales performance

Competitive marketplace and changes to the marketplace

The Group operates in a highly competitive marketplace, increasing pressure on sales and margins. In particular new entrants to the online market
present athreat to the ability to remain competitive and potentially reduce the Group's market share. Failing to respond to key changes in the competitive
environmentis arisk to the Group's strategic plans for growth and profitability.

Mitigation
The Group ensures it continues to respond to the changing needs of our customers, through providing a diverse product range, whilst remaining focused
onour core market.

We offer ranges that are exclusive to our Group.

All of our colleagues have continued to focus on the customer journey. We actively monitor and respond to feedback received from our customers
onvarious platforms, such as Trustpilot and Google My Business reviews.

We review product performance across our ranges and in our competitors to identify emerging trends.

We continue to investin our website to improve user experience, allowing customers to purchase online or to research products before visiting
ashowroom. We also operate a telesales service and a video appointment, offering customers a full omnichannel service.

Our marketing strategies are constantly under review, ensuring we reach our target audience effectively.
Progressandplans
We have continued to assess the depth and breadth of our range and plan to respond to customers' demands by introducing extended ranges that

complement our existing products.

We continue to focus on our commitment to having the best customer service in our market and during the year have started a comprehensive review
of our customer service functions. We have maintained the Group's 'Excellent’ Trustpilot TrustScore.

Our market share in upholstered furniture continues to increase from 9.8%in 2020 to 10.2%in 2021.

Our review of marketing strategies has been under continuous review throughout 2021, ensuring our investment into relevant advertising channels
nmaximises our opportunity to reach our customers.

At the end of July 2020, we launched our new website, making it even easier for our customers to browse our products on their phones and tablets,
and have been making furtherimprovements throughout the year.

Continued progress has been made throughout the year with digital marketing and our Search Engine Optimisation (SEO) ranking, seeing more website
trafficand online salesincreasing by 146%.

During the year we introduced 'zero touch' finance, allowing customers to apply for finance as part of anintegrated step in their online buying journey,
receiving animmediate decision from the lender and completing their purchase independently from the comfort of their own home.

In January 2021, we launched MyScSLive, a web-based solution that enables our customers to video call with a colleague based in our showrooms,
atatime convenient to them.

During 2021, we also established our flooring surveyor teams online, which allow our surveyors to carry out virtual appointments to guide and advise
our customers through the measurement of their own homes.

Financialyear 2022 will see continued investment in our digital platform, strengthening our digital leadership and growing our team. The use of enhanced
dataanalytics during the year has increased the insight and speed of reviewing product performance.
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Principal risks and uncertainties continued

Regulation and compliance

Risk category Risk appetite Link to strategic priorities Responsi y

Strategic Low — Strengthenthe core Corporate Services Director
— Outstanding team

Changeinrisklevel Risk profile after — Customerdriven Reports to

Risk stayed level mitigating controls Chief Executive Officer

Medium Performance indicator

Prosecution and regulatory
action

Key regulated activities

The Group's operations are subject to a number of regulations, including:
— Trading standards;

— Advertising standards;

—  Product safety and quality;

— Healthandsafety;

— Environmental;

— Dataprotection (GDPR);

— BriberyAct;

— Financial Conduct Authority (FCA);

— Modern Slavery; and

— TaskForce on Climate-related Financial Disclosures (TCFD)

Non-compliance with any of the above regulations could result in a financial cost and reputational damage.

Mitigation

We provide team members with relevant training for regulated activities dependant on their role. Training compliance is monitored and reported monthly
tothe Operating Board.

Our compliance with all obligations is monitored and reviewed and we update and re-issue internal policies and procedures as required.

The audit, risk and compliance team investigate any complaints and report regularly to the Operating Board and the Audit Committee.

We have anumber of internal guidelines in place including a Code of Conduct, whichis published on our intranet. We have an anti-bribery and corruption policy
andtraininginplace for allemployees dealing with third-party suppliers. We have controls in place to review gifts and hospitality registers along with updates to

thepolicy.

An external confidential whistle-blower hotline has beenin place for anumber of years. Our policy is intended to ensure employees or third parties are aware
that they should report any serious concerns or suspicions about any wrongdoing or malpractice on the part of any employee.

Aduediligence product testing schedule is in place to regularly review and confirm that our products continue to comply with all relevant regulations.

We are amember of the Furniture Industry Research Associated (FIRA) compliance scheme and we have successfully achieved continued accreditation.
Our health and safety team visit all our retail operations and distribution centres and carry out inspections, ensuring the expected standards are being met.
Progressandplans

Monitoring and reporting processes are in place to confirm completion of our 'Staple Six' training programmes, which focuses on allregulated areas and,

in particular, the requirements of the FCA.

The online training course, to help our retail colleagues introduce finance to customers, is required to be completed annually. This course accommodates
increased levels of monitoring, compliance, reporting and support to colleagues.

GDPR continues to be an area of focus and we have enhanced our processes and systems to respond quickly to any subject access requests.
Risk assessments have been under continual review and are updated following guidance issued by the UK government in relation to the COVID-19 pandemic.

During the year we provided formal Health and Safety training to IOSH level for our regional audit team and distribution centre managers. This provides
an additionallevel of assurance to our assurance framework.

We have commenced a comprehensive review of our obligations under TCFD reporting requirements and details of progress in this area are shown
onpages 30to 33.

The Government are proposing a policy to increase scrutiny over anumber of areas of governance and internal controls. The Group has started to
consider the proposals and will monitor updates and implement any changes if required under any future guidance or regulation.




Warranty regulation
Theregulatory changes for reporting of product warranties came in to effect in July 2021. Further legislation changes may have a retrospective impact,
effecting future profit levels.

Mitigation
Monitoring and responding to the updates provided by the FCA ensures that any relevant requirements are understood and appropriate actionis planned
andimplemented.

Progress andplans
We have nowimplemented changes to our care package product. These change the pricing structure of our product and add value, thereby allowing us
torestructure our pricing to bring the warranty elementinto line with the FCA guidelines.

Key trading periods

Risk category Risk appetite Link to strategic priorities Responsi y
Strategic Balanced — Strengthenthe core Commercial Director
— Digitally optimised
Changeinrisklevel Risk profile after — Inspiringranges Reports to
Risk reduced mitigating controls Chief Executive Officer
Medium Performance indicator
Sales performance

Key trading periods

Furniture retailing has historically relied on certain key trading days and periods, including bank holidays. Extreme weather conditions or showroom
closures due to periods of lockdown over these key trading periods may reduce footfallin our showrooms, resulting in reduced sales and potentially
adverse effects on profitability.

Mitigation
Our flexible approach to marketing has enabled us to react quickly to changes in the marketplace, including extreme weather events or periods of
lockdown.

Our website, telesales service and video appointments offer customers an opportunity to purchase goods, without having to visit a showroom.
Progressandplans
We adapted our planned marketing activity in line with external factors, including periods of lockdown, to reduce the impact on our historical key trading

periods, and continually review our marketing strategies to ensure we reach our customers.

Our website has enabled us to continue to trade successfully throughout adverse periods of weather or closures due to the pandemic. We also
introduced 'zero touch' finance allowing our customers to complete their purchase and finance application all online.

Thelaunch of MyScSLive early in 2021 enabled our customers to video call from the comfort of their home with a colleague based in a showroom and
discuss their purchase and seamlessly complete the order.

Allowing customers to apply for finance as part of an integrated step in their online buying journey and complete their purchase independently has further
improved our customers options to select and place an order with us.
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Principal risks and uncertainties continued

Supply chainand product

Risk category Risk appetite Link to strategic priorities Respon y
Infrastructure Low to medium — Strengthenthe core Logistics Director

— Inspiringranges Commercial Director
Changeinrisklevel Risk profile after — Digitally optimised Chief Financial Officer
Riskincreased mitigating controls

Medium Performance indicator Reports to

Sales performance Chief Executive Officer

Customer feedback

Delivery optimisation

Supplierresilience and capacity

We rely ona smallnumber of key suppliers, predominantly based in the UK, to provide our product for resale. If one of these suppliers was unable to meet
demand or ceases to trade, this would disrupt supply to customers. The supply chain could be affected by the ongoingimpact of COVID-19-related
issues with our suppliers, such as staff shortages or COVID-19 issues disrupting production, quality and logistics.

Mitigation

We have a systemin place that monitors on time delivery and product quality is monitored and reported to the Board on a regular basis. Our review of supplier
financial stability ensures that any early signs of failure are addressed. We have worked closely with our suppliers throughout the year and we have ensured
that customers are informed of any changes to anticipated delivery timelines.

Progressandplans

During the year, we have continued to closely monitor production capacity and the financial stability of our suppliers. We continued to work closely with
our suppliers to ensure they are paid regularly and on time. We are continually reviewing our supply chain and are looking to expand our suppler base
where appropriate.

Ethical practices

Our supply chainincludes products supplied from the Far East, which increases the risk of non-compliance to our expected ethical practices.

Mitigation
We work with our suppliers to encourage membership of Sedex and we expect all our suppliers to comply with the relevant legislation and best practices.

Progressandplans

We have continued to develop our use of the Sedex platform and promote the membership with our suppliers to monitor risks of modern slavery within
our supply chain. We are reviewing other opportunities to enhance our oversight of ethical trading within the supply chain. We have appointed anew role
to work with our suppliers and merchandise team to promote sustainability within our supply chain.

Product quality and safety
Our reputation relies on the supply of good quality and safe products, any failure to ensure the highest standard could result inloss of customer
confidence and reduction in demand.

Mitigation

Our suppliers provide us with assurances over quality and standards, which is complemented by a programme of regular independent testing on our
products, providing further assurance on compliance to current regulations. Our commercial and customer service teams have access to detailed
product performance data and hold regular meetings with suppliers to monitor quality and agree any action for continuous improvement.

Progress andplans

In 2021, we were re-audited against the FIRA Compliance Scheme, and we have maintained our certified accreditation. We are proud that ScS was
the first UK company to achieve this and we continue to support and promote this accreditation with our suppliers. We have introduced quality checks
at the point of receipt into our distribution centres, ensuring any minor quality issues are resolved prior to being delivered to the customer.

Supplier credit
The availability of supplier credit and the ability of suppliers to obtain credit insurance could have a significant impact on our suppliers' working capital
requirements, which may have a materialimpact on the Group's cash position and overall financial position.

Mitigation

We have developed strong relationships and credibility with credit insurers through regular communication, information, ongoing trading performance
and the Group's resilience levels. We have robust forecasting facilities in place that enable early discussion of risks, which improves the chances of positive
solutions for all stakeholders.

Progress andplans
The Group has continued to have regular dialogue in the year with credit insurers. Suppliers provided regular updates on their creditinsurance
arrangements. None of our manufacturing suppliers saw a reductionin their credit insurance levels.




Cost ofraw materials and production
Anincreasein the costs of raw materials, production of goods or of transport costs may result in a reductionin margin or anincrease in our retail pricing.
Risk of availability of raw materials or of shipping space may lead to a costincrease.

Mitigation
We work closely with our suppliers to review and understand any increase in costs of materials, production or shipping.

Progressandplans
Throughout 2021, the Group has continued to manage cost increases with our supplier base. This has led to the Group's margin being at a similar level
to prior years. This will continue into the new financial year.

Business systems and infrastructure

Risk category Risk appetite Link to strategic priorities Respon y
Infrastructure Low to medium — Customerdriven Chief Financial Officer
— Digitally optimised
Changeinrisklevel Risk profile after — Strengthenthe core Reportsto
Risk stayed level mitigating controls Chief Executive Officer
Medium Performance indicator
Number of majorincidents
System performance

System availability
The Group's performance is heavily reliant on the continuous operation of our IT systems. Sustained outages or disruption could result in a decrease
in sales performance and could adversely affect our delivery service.

Mitigation
A 24-hour systemiis in place for monitoring performance of our business-critical systems. There s also a 24-hour third-party support contractin place
for all critical systems.

Abusiness continuity planisin place. Adisaster recovery planis also in place, with all operating systems being replicated at a different site to the primary
instance. Arrangements are reviewed annually and updates made accordingly.

Progress andplans

During the past year, we implemented a working from home strategy that allowed our processes and services to continue without any disruption. We are
now working on a permanent hybrid solution, which will allow more flexible working and the opportunity for staff to work from alocation that suits them
andthe business.

We have engaged with a third-party specialist to review our technology estate and enable a 'technology roadmap' to be created. This will allow the Group
to plan for ongoinginvestmentin the right technology for future growth.

We have updated our business continuity planning to reflect our new ways of working.

Cyberandinformation security

Thereis arisk that our data and systems are exposed to external threats, such as cyber-attacks, which could resultin data breaches or disruptions
toourbusiness. Thereis arisk of malicious or accidental disclosure, loss, amendment or corruption of data, which could have a significant adverse
reputationalimpact.

Mitigation
We use third-party experts to monitor our network and systems against cyber-attacks, including penetration testing, to understand what weaknesses
the latest cyber security tools canidentify.

We have policies, processes and systems in place to ensure access to networks and systems is appropriately controlled and access to sensitive data
is restricted.

Network, applications and data are protected and all relevant software and hardware updates are installed on aregular basis.
Progressandplans

During the past year, we have continued toinvestin [T, in particular where this related to cyber security improvements. We continue to consult with
third-party security consultants to ensure ongoing best practice.
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Principal risks and uncertainties continued

Our people and culture

Risk category Risk appetite Link to strategic priorities Respon y
Infrastructure Low to medium — Outstanding team People Director

— Customerdriven
Changeinrisklevel Risk profile after — Strengthenthe core Reports to
Riskincreased mitigating controls Chief Executive Officer

Medium Performance indicator
Colleagueretention
Team engagement surveys

Teamretention

The Group relies upon the quality, experience and commitment from all of our colleagues across the business to enable the delivery of a high standard
of customer service. Failure to recruit, develop and retain colleagues willincrease the risk of loss of knowledge and increase the cost of recruitment
andretraining, impacting on the customer experience. The demand for certainroles, such as drivers, could result inincreased costs in order to recruit
andretain.

Mitigation
Our terms and conditions of employment, including salary packages, are subject to regular review, to ensure they remain competitive and fair within
the sector.

We have succession plans in place, covering strategic and contingency measures in the event that key individuals are not available.

The Group offers attractive incentives and benefit packages to reward our teams and to retain staff. Our incentives focus on rewarding performance
as well as recognising the need to retain the experience of our senior managers.

We perform periodic reviews of retention rates and further insight is gained through an exit interview process.

We carry out an annual employee survey to ensure our colleagues are engaged and have a clear understanding of the Group's strategy and their role init.
The Groupis accredited with Investors in People status and forms part of a wider strategy for ‘Building and inspiring an outstanding team'.
Progressandplans

Staffturnover has increased 4.6% during the financial year; however, when compared to financial year 2019, pre-COVID-19, the turnover rate has
reduced by 4.1%.

During the year, we have recruited anew CEO, People Director and Logistics Director.

Our 'Inspiring Great Performance' programme is established for our retail branch and senior management teams. This programme will be extended
to distribution teams and support functions during the next financial year.

We have continued to develop and improve our training programmes and introduced the 'Moving On Up' programme in August 2021, to further
encourage career progression within the Group.

Our recruitment process has been enhanced through strengthening the team, and with improvements to the application process, we have made
it easier for potential candidates to apply for advertised roles.

Following on from our employee survey, we identified our colleagues key feedback areas and are currently developing appropriate action plans to
furtherimprove employee satisfaction.




Brand and reputation

Risk category Risk appetite Link to strategic priorities Responsi y
Reputation Low — Outstanding team Operating Board
— Customerdriven
Changeinrisklevel Risk profile after — Strengthenthe core Reports to
Risk stayed level mitigating controls Chief Executive Officer
Low Performance indicator
Sales performance
Customer feedback

Brand and reputation
The Group recognises that failure to effectively protect its strong brand could result in aloss of confidence by customers, colleagues and other
key stakeholders.

Mitigation

Using feedback from Trustpilot, social media and any other customer contact, we identify where we have opportunities forimprovements and action
is taken accordingly.

Product quality and the integrity of our product sourcing is regularly monitored and reviewed with our suppliers. As well as assurance being provided

by our suppliersinrelation to quality and standards, we also complete regularindependent testing on our products, providing further assurance on
compliance to current regulations.

Regular meetings are held between our commercial and customer service teams to monitor quality and agree any action for continuous improvement.

We review colleague engagement through staff surveys, and we continue to engage with staff through forums to gather feedback.

Allour teams that interact or monitor compliance have policies and processes in place to monitor and adhere to relevant standards, ensuring our
reputation for a high quality product and service is maintained.

We continue to promote our established Code of Conduct, equality and diversity policies, and all staff and suppliers have access to a confidential
whistle-blowing helpline.

Progressandplans
During 2021, customer experience has been elevated as a key focus throughout the Group, with an extensive external review completed to help identify
areas toimprove our processes across alldepartments to improve the customer journey.

We have further promoted our values throughout the business, ensuring our focus is maintained on making ScS a great place to work and shop.

Our 'Excellent’ Trustpilot score continues to recognise our ability to provide an excellent customer experience, with our TrustScore remaining high at
4.7 outof 5.

We continued to work closely with our suppliers and have established animprovement programme for product quality. Data from customer services
and audit results help us to guide suppliers through areas of focus to drive improvements.

As part of the new care package introducedin 2021, we have technicians on site at each distribution centre to inspect products received and enable
anyissues to be resolved immediately on site or be reported directly to the supplier.
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Viability statement

The UK Corporate Governance Code requires the Group to

issue a ‘viability statement’ declaring whether we believe the
Group can continue to operate and meet its liabilities, taking into
account its current position and principal risks in the longer term.

Variable or discretionary total Group costs

Undrawn CLBILS committed revolving credit facility

£20.0m

Cashbalance asat 31 July 2021

£87./m

Duetotheinherent pace of change in the retail environment,
and the wider economic environment, the Group tends to
ensure focusis ondelivery of short to medium-term goals. The
refreshed strategy, our '‘Growth Plan'and associated principal
risks underpin the Group's three-year strategic planning
process ('the Strategic Plan’), whichis updated annually.

This process takes into account the current and prospective
macro-economic conditions in the UK and the competitive
tension that exists within the markets that we trade. The
period of three years, as set out within the Strategic Plan,

is considered appropriate for business planning, measuring
performance and aligns with the payback requirements of
any significant capital investment (new stores).

Capital allocation

We aimto allocate capital, subject to strict returns criteria, to
meet the strategic needs of the business. Our targetis gross
capital expenditure of under 3.0% of total sales per annum,
onaverage. During the year we invested significantly in our
distribution centres and store network. The Group's objectives
when managing capital are to safeguard the Group's ability

to continue as a going concern and retain financial flexibility,
investinthe business where economic returns are attractive
and provide attractive returns to shareholders. Considering
these objectives, the Board reinstated a dividend this year and
is pleased to propose a final dividend of 7.0p which if approved
would give a full year dividend of 10.0p.

As explainedinthe Strategic Report, the Group's business
model provides customers with quality, competitively priced
upholstered furniture, flooring and related products. The
Directors are confident that consumer demand for these
products will continue to remainin the longer term, and that
our refreshed strategy (see pages 26 and 27) will ensure our
business model will continue to bringlong-term sustainable
success to the Group.

Assessment of viability

The Strategic Planis stress tested for severe but plausible
scenarios and the effectiveness of any mitigating actions
that would reasonably be taken. Giventhe current political
and economic uncertainty, in particular surrounding potential
furtherimpact of COVID-19, together with the changes
across theretail sector, itis reasonable to expect further
volatility in the short term. The Strategic Planwas, therefore,

specifically stress tested against the key risks identified within

the plan, with attention to the principal risks and uncertainties

highlighted on pages 50 to 59. This included the modelling of:

— Afurther nationwide lockdown;

— Various severities of downturnin revenue;

— Various severities of downturns in gross margin;

—  Thewithdrawal of supplier creditinsurance (inclusive of
the above downturns); and

— Acombination of all of the above.

Due primarily to the flexible nature of the cost structure of
the Group, and additionally to the significant cash reserves
held currently, the outcome of this stress testing satisfied

the Directors with respect to the ongoingliquidity and
solvency of the Group over the three year period under review.
Approximately 73% of total Group costs are either variable or
discretionary and as such, evenin difficult trading conditions,
these costs would also reduce. The Group has also excluded
any potential further assistance from the UK Government.
These reductions, together with relevant mitigating actions
and significant cash reserves, would ensure the Group could
continue to meetitsliabilities. Further to the above examples,
the Directors are comfortable that the work done to minimise
the risk to the supply chain, chiefly ensuring the use of a
variety of suppliers, and ensuring multiple factories are able
to produce similar product ranges, would be sufficient to

limit the effect onthe Group should that risk occur.

The Strategic Plan makes certain assumptions about the
normallevel of capital recycling likely to occur and, therefore
considers whether additional financing willbe required. The
Group continues to hold a significant cash balance and the new
undrawn £20.0m CLBILS committed revolving credit facility.
The facility was entered into in August 2020 and extends

to August 2023. This facility has never been drawn and the
modellingindicated it would not be required. The Strategic Plan
also encompasses the projected cash flows and headroom
against financial covenants under the Group's facility.

Conclusion

Based upon this assessment, the Directors have a reasonable
expectation that the Company will be able to continue in
operation and meetits liabilities as they fall due over the period
to 27 July 2024.In making this statement, the Directors have
considered the resilience of the Group, takinginto accountits
current position and the principalrisks facing the business.

This Strategic Report, which has been preparedinaccordance
with the requirements of the Companies Act 2006, has been
approved and signed on behalf of the Board.

Steve Carson
Chief Executive Officer
4 October 2021
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Board of Directors

© Alan Smith

Non-Executive Chairman

Date of appointment

9 Steve Carson

Chief Executive Officer

© Chris Muir

ChiefFinancial Officer

22 October 2014

Committee membership

6 January 2021

4 April 2016

006

Biography

Alan has held anumber of roles for retail companies across
the private equity and quoted sector previously, including
Chairman and Chief Executive Officer of Robert Dyas,
Chief Executive Officer of Somerfield, CEO of Evans
Halshaw plc, and Group and Managing Director of B&Q.

Key strengths

Steve brings deep knowledge and experience in retail

and leadership after an extensive careerinthe sector,
most recently as Group Managing Director of Holland
&Barrett. Prior to this, Steve held anumber of roles at
Home Retail Group plc (HRG), which owned a number of
well-known brands such as Argos, Homebase and Habitat.
Steve latterly served as Director of Retail and Customer
Operations and a Board member from 2014-2018, during
which time HRG was acquired by Sainsbury's plc, where
Steve had also begun his career.

Chris joined ScS as Chief Financial Officer in April 2016.
Heisachartered accountant, qualifyingin 1999 whilst
working at Deloitte. In 2003, he joined Northgate plc,
Europe's leading specialistin light commercial vehicle hire,
as the Group Accountant and held anumber of senior UK
and group roles, including UK Finance Director and acting
group CEO inthe summer of 2014. Prior tojoining ScS he
was Group Finance Director of Northgate.

Retail, finance, strategy, marketing

Externalappointments

Retail, strategy, digital, marketing

Financial and risk management, investor
andbanking experience, restructuring,
change management

The Navy, Army and Air Force Institutes
The Royal Air Force Charitable Trust Enterprises
Scampton Airshow Limited

Marie Curie
CJCHR Consultancy Ltd



O Ron McMillan

Non-Executive Director

Committee membership key
Audit Committee Chair

0 Audit Committee Member
0 Remuneration Committee Chair

0 Remuneration Committee Member

o George Adams

Non-Executive Director

m Nomination Committee Chair
m Nomination Committee Member
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o Angela Luger

Non-Executive Director

22 October 2014

9 July 2015

16 May 2019

000
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000

Ronis the Chairman of N Brown Group plc and a Non-
Executive Director and Audit Committee Chair of ScS
Group plc, HomeServe plc and B&M European Value Retail
S.A. Previously, Ronworkedin PwC's assurance business
for 38 years and has deep knowledge and experience

of auditing, financial reportingissues and governance.
Asthe Northern Regional Chairman of PwCinthe UKand
Deputy Chairman of PwC inthe Middle East, he acted as

engagement leader to anumber of major listed companies,

including many in the retail sector.

George has astrong commercial and management
background, with over 30 years of international experience
across Europe and Asia. George is the Chair of Bradford
and Sons Limited, he is also Non-Executive Director for
Nobia AB and Stiga SA.

George spent 16 years with Kingfisher plc, in roles which
included CEO of Europe Development, Group Commercial
Director and Commercial Managing Director for B&Q.

He has also held CEO positions at Spicers Group and
Maxeda DIY Group and has both plc and private equity
experience in the retailand consumer goods sector.

Angelais the Chair of The Paint Shed Ltd, sheis also
Non-Executive Director for New Look Ltd and Portmerion
Group plc. Angela began her careerin FMCG marketing
with Cadbury's, Coca Colaand Mars, prior to movinginto
retail. She spent 10 years at Asda, holding a variety of
positions including Trading Director and Global Managing
Director for George. She was MD of Debenhams, CEO of
The Original Factory Shop and most recently was the CEO
of N Brown Group plc, where she led the business through
asignificant digital transformation. Angela has significant
experience in marketing, e-commerce andretail, including
leveraging technology to optimise a value retail offering.

Finance, financial reporting, governance,
risk management

Retail, strategy, marketing, supply chain

Retail, marketing, digital, strategy

N Brown Group plc
B&M European Value Retail S.A.
Homeserve plc

FFXLtd (resigned 23 January 2021)
Nobia AB

StigaS.A.

Bradfordand Sons Limited

Portmerion Group plc

The Paint Shed Holdings Limited
New Look Retailers Limited

The Hiring Hub Holdings Limited
Majelan Limited
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As aBoard we continue to recognise the vital role of good
corporate governance in building stakeholder relations andin
promoting the long-term success of the Group. Our compliance
with the 2018 UK Corporate Governance Code (‘the Code')

is setoutonpages 66to 67.

Although we are arelatively small Board, we have a wide range of
skills and expertise to provide strategic guidance and effectively
lead the Group. The Board critically assessed itself this year and
lam satisfied that the Board and its Committees have a good
balance of knowledge and experience and that no concerns
with performance were identified. Further detail on the review

is provided on page 73.

During the year the Board has continued to work together to
navigate the Group through the ongoing COVID-19 pandemic
and ensure that our stakeholders remain our top priority.
Maintaining active engagement with our various stakeholders
is of utmostimportance to the Board to ensure that we
understandtheirinterests and take theminto account when
making decisions on behalf of the Group. Our Section 172
statement on pages 42 to 43 details the Board's engagement
with stakeholders throughout the year.

Ntroduction
romthe Chair

In January 2021, we welcomed our new CEO, Steve Carson,
who brings with him a wealth of retail experience and shares the
Board's commitmentinleading by example to create an open
and honest culture. As a Board, we strive to build an outstanding
team to ensure we can deliver our plans and continue to develop
aGroup we canbe proud of.

Akey theme throughout this year's Annual Reportis our purpose
—'Helping create the home you love'. During the last year the
Board have been focused on evolving our purpose and strategy.
Inturn this has helped to further focus the operations of the
Group and aid decision making.

We will be holding our Annual General Meeting on 26 November
2021 and I willbe available to answer any questions you may have
onthisreport.

Alan Smith
Chair
4 October 2021
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Corporate governance statement continued

Compliance with the UK Corporate Governance Code

The Boardis committed to high standards of corporate governance andis responsible for ensuring the Group's compliance with the requirements of the
2018 UK Corporate Governance Code, a copy of the Code is available on the FRC's website: www.frc.org.uk. The Board believes that throughout FY21,

the Group has complied with all the Code's provisions.

The following pages provide a high-level overview of how the Board applies the Principles of the Code.

Board leadership and company purpose

Principle A

A successfulcompany is led by an effective and entrepreneurial Board, whose role is to promote
the long-term sustainable success of the company, generating value for shareholders and
contributing to wider society.

Strategicreport pages 1to 60
Boardleadership and company purpose pages 68 to 69

PrincipleB

The Board should establish the company's purpose, values and strategy, and satisfy itself that
these andits culture are aligned. All directors must act with integrity, lead by example and promote
the desired culture.

Strategic report pages 1 to 60
Boardleadership and company purpose pages 68 to 69
Division of responsibilities pages 70to 71

PrincipleC

The Board should ensure that the necessary resources are in place for the company to meet its
objectives and measure performance against them. The Board should also establish a framework
of prudent and effective controls, which enable risk to be assessed and managed.

Section 172 statement pages 42 to 43
Principalrisks and uncertainties pages 50 to 59
Audit Committee report pages 75 to 80

PrincipleD
In order for the company to meetits responsibilities to shareholders and stakeholders, the Board
should ensure effective engagement with, and encourage participation from, these parties.

Responsible business 30to 41
Section 172 statement pages 42 to 43

PrincipleE

The Board should ensure that workforce policies and practices are consistent with the company's
values and supportits long-term sustainable success. The workforce should be able toraise any
matters of concern.

Section 172 statement pages 42 to 43
Boardleadership and company purpose pages 68 to 69

Division of responsibilities

PrincipleF

The Chair leads the Board andis responsible for its overall effectiveness in directing the company.
They should demonstrate objective judgement throughout their tenure and promote a culture
of openness and debate. In addition, the Chair facilitates constructive Board relations and the
effective contribution of all non-executive directors, and ensures that direct or receive accurate,
timely and clear information.

Boardleadership and company purpose pages 68 to 69
Division of responsibilities pages 70to 71

PrincipleG

The Board shouldinclude an appropriate combination of executive and non-executive

(and, in particular, independent non-executive) directors, such that no one individual or small
group of individuals dominates the Board's decision-making. There should be a clear division
of responsibilities between the leadership of the Board and the executive leadership of the
company's business.

Board of Directors pages 62 to 63
Division of responsibilities pages 70to 71

PrincipleH

Non-executive directors should have sufficient time to meet their Board responsibilities.
They should provide constructive challenge, strategic guidance, offer specialist advice and
hold management to account.

Boardleadership and company purpose pages 68 to 69
Division of responsibilities pages 70to 71
Audit Committee report pages 75 to 80

Principlel
The Board, supported by the company secretary, should ensure that it has the policies, processes,
information, time and resources it needs in order to function effectively and efficiently.

Boardleadership and company purpose pages 68 to 69
Division of responsibilities pages 70to 71




Composition, successionand evaluation

PrincipleJ

Appointments to the Board should be subject to a formal, rigorous and transparent procedure,
and an effective succession plan should be maintained for Board and senior management.

Both appointments and succession plans should be based on merit and objective criteria and,
within this context, should promote diversity of gender, social and ethnic backgrounds, cognitive
and personal strengths.

Nomination Committee report pages 73 to 74
Composition, succession and evaluation pages 72 to 74

PrincipleK

The Board andits committees should have a combination of skills, experience and knowledge.
Consideration should be given to the length of service of the Board as a whole and membership
regularly refreshed.

Board of Directors pages 62 to 63

PrincipleL

Annual evaluation of the Board should consider its composition, diversity and how effectively
members work together to achieve objectives. Individual evaluation should demonstrate whether
eachdirector continues to contribute effectively.

Nomination Committee report pages 73 to 74
Composition, succession and evaluation pages 72 to 74

Audit, risk and internal control

PrincipleM

The Board should establish formal and transparent policies and procedures to ensure the
independence and effectiveness of internal and external audit functions and satisfy itself
ontheintegrity of financial and narrative statements.

Audit Committee report pages 75 to 80

PrincipleN
The Board should present a fair, balanced and understandable assessment of the company's
positionand prospects.

Strategic report pages 1 to 60
Audit Committee report pages 75 to 80
Financial statements pages 100to 133

PrincipleO

The Board should establish procedures to manage risk, oversee the internal control framework,
and determine the nature and extent of the principal risks the company is willing to take in order
to achieveitslong-term strategic objectives.

Viability statement page 60
Principalrisks and uncertainties pages 50 to 59
Audit Committee report pages 75 to 80

Remuneration

PrincipleP

Remuneration policies and practices should be designed to support strategy and promote
long-term sustainable success. Executive remuneration should be aligned to company purpose
and values, and be clearly linked to the successful delivery of the company's long-term strategy.

Strategic report pages 1 to 60
Boardleadership and company purpose pages 68 to 69
Directors'Remunerationreport pages 81 to 95

PrincipleQ

Aformal and transparent procedure for developing policy on executive remuneration and
determining director and senior management remuneration should be established. No director
should be involved in deciding their own remuneration outcome.

Directors' Remuneration report pages 91 to 95

PrincipleR
Directors should exercise independent judgement and discretion when authorising remuneration
outcomes, taking account of company and individual performance, and wider circumstances.

Directors'Remunerationreport pages 91 to 95
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Corporate governance statement continued

Board leadership and company purpose

Role of the Board

The Groupisled and controlled by the Board whichiis
collectively responsible for the long-term sustainable
success of the Group, generating value for shareholders
and contributing to wider society. The Board establishes the
Group's purpose, values and strategy and satisfies itself that
these are aligned withits culture. All Directors have access
to the Group Secretary, whose appointment and removal

is one of the matters reserved for the Board.

Board activityintheyear
The following summarises some of the Board's key activities
overthe past year:

Performance, strategy and finance

— Receivedregular updates from the executives on
trading performance;

— Reviewedthe Group's performance against its strategic
priorities and KPIs;

— Monitoredand assessed the impact of the COVID-19
pandemic onthe business;

— Provided oversight and ultimate approval of a number of key
assessments: the Group's purpose, mission and strategy;

— Review of the customer journey and digital roadmap;

— Approvedthe FY20 Annual Reportandthe FY21
Interim Results;

— Approved the dividend policy and declaration;

— Reviewed and confirmed the Group's Viability statement
and going concern status;

— Reviewedand approvedthe Group's FY22 budget; and

— Assessed capital allocations and capital expenditure
inrespect of the Group's growth strategy.

Leadership, stakeholders and culture

—  Appointedanew CEQ;

— Reviewed the succession plan for Directors and senior
management team;

— Recruited a specific People Director withinthe
Operating Board;

— Reviewedrecruitment and how diversity could be improved;

— Continued prioritisation of colleague health and wellbeing
during the COVID-19 pandemic;

— Recruited a supply chain sustainability manager to review
and enhance our product sourcing;

— Received andreviewed updates on ESG activity;

— Reviewed the annual employee survey results;

— Reviewed wider workforce remuneration andrelated
policies andthe alignment of incentives and rewards
with culture;

— Receivedupdates on ESG activity; and

— Helddiscussion groups with colleagues across
the business.

Risk management andinternal control

— Reviewed the Group's risk registers and monitored
the key risks and appropriate mitigating actions;

— Carried out arobust assessment of the principal and
emerging risks facing the Group;

— Reviewed the effectiveness of the risk management
andinternal controls during the year;

— Discussedenvironmentalinitiatives; and

— Receivedupdates on ESG activity.

Governanceand legal

— Received andreviewed updates on corporate
governance developments;

— Reviewed the mattersreserved for the Board and the
terms of reference of its Committees;

— Conductedan evaluation of the Board's effectiveness
andreviewed the outcome;

— Reviewedreports onthe Group's key stakeholders
and reviewed engagement mechanisms; and

— Appointed the Group's professional advisors.

Committees

The Board has delegated certain responsibilities to
Committeesto assistin dischargingits duties and the
implementation of matters approved by the Board. Further
detail onthe work of the Committees is provided laterinthe
Annual Report.

Detailedimplementation of matters approved by the Board
and Committees, and operational day-to-day matters,

are delegated to the Executive Directors. The Executive
Directors are also supported by an experienced and able senior
management team. All Directors have access to the Group
Secretary, whose appointment and removalis one of the
matters reserved for the Board.

Board administration

Thereis arolling programme of Board meetings throughout
the year and there are six Board meetings presently scheduled
for2022.1n 2021, meetings were held between the six
scheduled meetings, as circumstances required. The Board will
continue to meet on this basis, when circumstances require.

AllBoard and Committee members receive sets of Board
packsinadvance of the Board and Committee meetings. For
scheduled Board meetings thisincludes progress on strategy,
current trading, stakeholder KPIs, management accounts
and detailed papers on other matters where Board approval
isrequired. The CEO and CFO present reports to the Board

at each scheduled meeting on trading, financial performance
and operational matters, along with updates on any significant
health and safety, litigation or regulatory matters. For Board
meetings which are held as circumstances require, the Board
packs reflect the agenda of the meeting, although generally
the CEO and CFO will still present reports to the Board on
trading, financial performance and operational matters,
aswellasinrespect of the other matters for the consideration
of the Board at the meeting.

“The Board recognises
theimportance of
ensuring a healthy
and supportive culture
within the Group.”



Values, culture and purpose

The Board considers and monitors how the Group's values of
beingaresponsive, inclusive, gettingit right, hard working and
trustedretailer of sofas and carpets are reflected in the way
inwhich the Group operates. The Group's purpose is 'Helping
create the home youlove'. Our values and purpose reflect how
the Group operates culturally as a business and how we engage
with our stakeholders.

The Boardrecognises the importance of ensuring a healthy
and supportive culture within the Group. The Board monitors
culture and values ina number of ways, including undertaking
anannual survey of allemployees, undertaking pulse surveys
throughout the year on specific topics, reviewing feedback
through Director discussion groups, as well as reviewing
feedback provided by our customers through forums such as
Trustpilot and Google My Business. There are formal policies in
place inrelation to anti-bribery, corruption and whistle-blowing,
inrelation to the reporting of any suspected malpractice
orwrongdoing.

We also have a dedicated, free to use employee assistance
programme, where employees can gain access to help and
supportonawhole range of personalissues including mental
health and financial worries. The Group works with Sedex
toimprove working conditions for employees of the Group's
suppliers and responsibly source its supplies.

Whistle-blowing

Allemployees are able to access a confidential helpline
operated by Safecall should they want to report any
wrongdoing anonymously. Allreports are formally investigated
by the Head of Audit, Risk & Compliance with support from
relevant functions. Incidents and their outcomes are reported
to the Audit Committee and the Board. A number of calls were
made to the external hotline during the year and management
actionwas takenwhere appropriate. Noissues were raised
that required any direct action from the Board.

Diversity

The Groupis satisfied overall withits record on diversity, and

is aware of the need to monitor and review its level of diversity.
Whilst the Group would have preferred to have amore diverse
Board, appointments will always be made on meritand
objective criteria as opposed to on the basis of gender targets,
and thisis consideredin the best interests of the Group and

its shareholders. See the Nomination Committee report on
pages 73 to 74 for further details.

Stakeholder engagement

The Board appreciates the importance of engaging with the
Group's stakeholders and having regard to their interestsin
its decision-making process. The welfare and interests of our
colleagues and customers during the COVID-19 pandemic
have been of paramountimportance. At each scheduled
meeting, the Board reviews key performance indicators
relating to suppliers, employees and customers as well as
movementsin the Group's shareholders. Regular update
reports are provided to the Board by the designated Non-
Executive Workforce Engagement Director, George Adams,
who holds regular discussion forums with members of the
wider workforce to ensure that the Boardis engaging with
colleagues and to provide them with a direct route to raise
issues or concerns with the Board.

During the year, members of the Board, including the Chair,
have attended regular meetings with the Group's suppliers,
shareholders and employees. Members of the Board regularly
visit the Group's showrooms and distribution centres to assess
operations and engage with colleagues and report on their

Executive/Non-Executive Board tenure

B Chairman(1) Chief Financial B 15years(2)
B ChiefExecutive (1) Officer (1)
B Non-Executives (3) 15 years+(0)

visits at Board meetings. This year, in particular, there have
been alarge number of showroom and distribution centre
visits as part of the induction of the new CEO, and following
the reopening of showrooms under COVID-19 restrictions.
Details of the stakeholder interests, which the Board has
considered are setoutin the Section 172 statement on
pages 42 to 43, the Responsible business pages on 30 to 41,
and the Risk and risk management section on pages 48 to 49.

Shareholderrelations

The Boardrecognises that good communicationis key

to maintaining shareholder relations, and as such we will
endeavour to explain our actions and financial results on a
regular basis and to respond to investor inquiries and feedback.

Meetings and calls are regularly made with institutionaland
retailinvestors and analysts in order to provide the best quality
information to the market. During the year George Adams,
Chair of the Remuneration Committee, met with our largest
20 shareholders to canvas their views on arange of topics,
further detail can be found on page 82.

In addition, the Group will communicate withits shareholders
through the Annual General Meeting, at which the Chair will
give anaccount of the progress of the business over the past
year, and will provide the opportunity for shareholders to
raise questions with the Chair and the Chairs of each of the
Committees of the Board.

The Group alsoruns a corporate website at scsplc.co.uk, which
is regularly updated with our releases to the market and other
information and which includes a copy of this Annual Report.

Conflicts ofinterest

There are no potential conflicts of interest between any of the
Directors or senior management within the Group and their
private interests.

Thereis an established process of the Board for regularly
reviewing actual or potential conflicts of interest. In particular,
thereisaprocess for reviewing transactions proposed to be
enteredinto by related parties of Directors with any entities
inthe Group, including professional advice and consideration
of it by the Board and the Group's corporate brokers on

the application of the Listing Rules, the applicability and

the appropriateness of any exemptionsinrespect of any
transactionsin the ordinary course of business and reporting
to general meetings of shareholders under England and Wales
Company Law. This process also includes consideration of
the extent to which the Board may require externaland any
otherreports and evaluations to be presented to it on any
proposed transactions.

B 5-15years(4)

Sjuswielels [epueUl{ | 9aueussnogajesodio) | 1iodey dibeieis

69



70

ScS Group plc Annual Report 2021

Corporate governance statement continued

Division of responsibilities
Group Board

The Boardis responsible for the overallleadership of the Group and settingits objectives and standards. All Directors act with integrity and understand the
importance of leading by example to promote the desired culture throughout the organisation. Itis the Board's responsibility to ensure that the Group has
the necessary resources to meet its objectives and measure performance against them. The Board also establishes effective internal control procedures
which enablerisk to be assessed and managed. The formallist of matters reserved for the Board can be found at scsplc.co.uk.

Commiittees
The Board has delegated authority to a number of Committees to assist with and supervise specific matters. The key responsibilities of each Committee
is outlined on the following page. The terms of reference of each of the Board's Committees are available on our website scsplc.co.uk.

Keyroles

The positions of Chair and CEO are occupied by different individuals. There is a clear division of roles and responsibilities between the Chair and the CEO and
noindividual has unrestricted powers of decision making. Effective communication between Directors s vital for the long-term success of the Group with
all Directors bringing their own views to the table and each providing constructive challenge to ensure decision making s informed.

Chair Chief Executive Officer Senior Independent Director
Responsible for leading the Board, settingits agenda Responsible for the day-to day management Leadsthe assessment of the Chair's

and overseeingits effectivenessin directingthe Group  ofthe Group performance

Responsible for directing and focusing the Group, Reviews and devises the Group strategy for Acts as a sounding Board for the Chair and
ensuringthereis a clear strategy and business model discussion and approval by the Board atrustedintermediary for other Directors
Ensures Directors receive accurate, timely and Responsible forimplementing Board decisions Leads the succession process for the role
clearinformation of Chair

Facilitates the effective contribution of the Non- Leads by example and creates a culture centred Available to shareholders to resolve
Executive Directors, promoting a culture of openness aroundthe Group's values significantissues should they arise

and creating a forum for constructive challenge

Responsible for fostering good relationships between Responsible for ensuring effective communication
Executive and Non-Executive Directors with shareholders and other key stakeholders




Governance framework

Shareholders

Chair

TheBoard

Board Committees

J

Nomination Committee

Reviews the structure, size and
composition of the Board, including the
balance of Executive and Non-Executive
Directors;

Considers succession planning for
Directors and senior management
positions;

Oversees the development of a diverse
pipeline for succession, having regard
to diversity of gender, social and ethnic
backgrounds, cognitive and personal
strengths; and

Identifies and nominates candidates for
the approval of the Board, tofillBoard
vacancies when they arise.

See Committeereport on pages 73 to 74

Time commitment

As part of the recruitment process the expected time
commitmentis discussed with both Non-Executive Directors
and Executive Directors. The time commitments of the new
CEO were evaluated and the Board was satisfied that he has
sufficient time for his role. Subsequent external appointments
for all Directors would not be undertaken without prior approval

of the Board.

Atthe time of writing, where Directors have external
appointments, the Board s satisfied that they do notimpact

on the time they need to devote to the Group.

Audit Committee

Monitors the quality and effectiveness

of the external andinternal auditors;
Reviews and monitors the integrity of

the financial statements and any formal
announcements relating to financial
performance;

Assists the Board with the development
and execution of arisk management
strategy, risk policies and current and
emergingrisk exposures, including the
maintenance of the Group's risk register;
and

Monitors the adequacy and effectiveness
ofthe Group's internal financial controls
and internal controland risk management
systems.

See Committeereport on pages 75 to 80

Directors’ attendance

\:

Remuneration Committee

— Determines the policy for the Group
on executive remuneration and sets
remuneration for the Chair, the Executive
Directors and senior management;

— Reviews workforce remunerationand
related policies and the alignment of
incentives and rewards with culture,
and taking these into account when
setting the policy for Executive Director
remuneration;

— Reviews the design of all share incentive
plans for approval by the Board and/or
shareholders; and

— Determines and monitors any share
ownership requirements for the Executive
Directors and senior management
including post-employment requirements.

See Committeereport on pages 81 to 90

The Board held ten meetings during the 2021 financial year and
attendance at the meetings was as follows:

Audit R ation  Nomination

PLC  Committee Committee  Committee

Total no. of meetings 10 3 5 8
David Knight 10 - - -
Steve Carson* 6 - - -
Chris Muir 10 - - -
Alan Smith 10 - 5 7
Ron McMillan 10 3 5 7
George Adams 10 3 5 7
Angela Luger 10 3 5 8

yearend.

*  Appointedas aDirector on 6 January 2021.

Further meetings of the Board and Audit, Remuneration and
Nomination Committees have also been held since the
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Corporate governance statement continued

Composition, succession and evaluation

Compositionofthe Board Board gender diversity
The Board currently comprises of the Non-Executive Chair,
two Executive Directors and three independent Non-
Executive Directors. During the period ofinduction of the
Group's new CEO, the Board temporarily included both the
outgoing CEO and his successor.

B Male (83%) B Female (17%)

The Board's compositionis compliant with the 2018 Corporate
Governance Code.

The 2018 UK Corporate Governance Code recommends
that atleast half of the Board, excluding the Chair, should

be Non-Executive Directors whom the Board considers to
beindependent. The Group has met this requirement and
Ron McMillan (Senior Independent Director), appointed

22 October 2014, George Adams, appointed 9 July 2015, and
Angela Luger, appointed 16 May 2019, are all considered by
the Group to meet the definition of anindependent Director.
Each ofthemis considered by the Board to be independent
in character and judgement and free from relationships or
circumstances which may affect, or could appear to affect,
theirjudgement. Independence is determined by ensuring
that the Non-Executive Directors do not have any material
business relationships or arrangements (apart from their fees
foractingas Non-Executive Directors) with the Group or its
Directors whichin the opinion of the Board could affect their
independentjudgement.

Operating Board gender diversity

B Male (75%) B Female (25%)

O

Operating Board and senior management team
All Directors have service agreements or letters of gender diversity

appointmentin place and the details of the terms of these

are set outinthe Directors' Remuneration report on pages 94
to 95.

B Male (69%) B Female (31%)

The Chair has met with each of the Non-Executive Directors
during the year on a one-to-one basis, without the Executive
Directors being present, to discuss matters relating to

the Board, its balance and the monitoring powers of the
Executive Directors.

O

Board development

The Chair believes the current Board and its Committees have
an appropriate balance of skills and experience toenable them | ‘Allemployees gender diversity
todischarge their responsibilities effectively. The development
ofthe Group's Directorsis regularly reviewed and the Chair
discusses training requirements with each Director.

B Male (69%) B Female (31%)

O




Nomination Committee report

Dear Shareholder,

lam pleased to present the 2021 report of the Nomination
Committee.

The primary purpose of the Committee s to lead the process
for Board appointments, ensure plans are in place for orderly
succession for both the Board and senior management and
oversee the development of a diverse pipeline for succession.

The responsibilities of the Committee, as delegated by the
Board, are set outin the terms of reference which are published
onthe Group's corporate website, which in summary include:

— Reviewingthe structure, size and composition of the Board,
including the balance of Executive and Non-Executive
Directors;

— Puttingin place plans for the orderly succession of
appointments to the Board and to senior management
positions;

— Overseeing the development of a diverse pipeline for
succession, having regard to diversity of gender, social
and ethnic backgrounds, cognitive and personal strengths;

— ldentifying and nominating candidates for the approval
ofthe Board, tofill Board vacancies when they arise; and

— Formally andrigorously reviewing and evaluating the
performance of the Board, each Board Committee,
the Chair of the Board and each individual Director.

Member Meetings
Member and meetings attended in 2021 since attended
Alan Smith (Chair) 2014 7
Ron McMillan 2014 7
George Adams 2015 7
Angela Luger 2019 8

The Executive Directors also attend Committee meetings
by invitation. The Committee is supported by the Company
Secretary.

There are two scheduled Committee meetings annually, with
additionalmeetings or calls held on an as required basis. During
the year, there were an additional six Committee meetings and
anumber of informal calls and discussions, largely reflective of
the recruitment process for the new Chief Executive Officer.
Only two of the meetings were able to be held in person.

As part of the Board's performance evaluation conducted
during the year, the Committee also reviewed its own
performance. The review concluded that the Committee
continues to operate effectively.

Committeeactivitiesin2021

Chief Executive Officer appointment

As announcedin January 2021, David Knight notified the
Board of hisintention to retire as Group CEO and agreed not to
retire before the end of July 2021. Shortly after this, Sam Allen
Associates Limited were appointed to assist with identifying
suitable candidates for the role. The Board supports the
provisions of the Voluntary Code of Conduct for Executive
Search Firms and only engages executive search firms who
are signatories to this code. Sam Allen Associates Limited has
no other connection with the Group or individual Directors.

A comprehensive role specification was agreed which was
aligned to the desired Board composition with reference to
diversity and the Board skills matrix. A longlist of potential
candidates was then produced and three candidates were
shortlisted and interviewed by the Board members.

Takinginto account feedback from the Board members, the
role specification and the key skills, knowledge and experience
of the shortlisted candidates, the Committee recommended
the appointment of Steve Carson as the new Chief Executive
Officer. This recommendation was approved by the Board,
noting Steve's deep knowledge and experience in retail and
leadership after an extensive career across anumber of
national household brands, and his key expertise in managing
and optimising all areas of a showroom network, leading
national teams and driving digital innovation.

Board effectiveness evaluation

In 2019, the Board took partin an externally facilitated
evaluation by Fiseq Limited. Inaccordance with the 2018
UK Corporate Governance Code, the Group will continue to
undertake annual evaluations and at least once every three
years with an external consultant facilitating the evaluation.
An external evaluation willbe undertaken during 2022.

The 2021 evaluation of the performance of the Board, its
Committees, the Chair and the individual Directors was
facilitated by the Group's Internal Audit team. The evaluation
included a review of the time commitment required by each
of the Company's Non-Executive Directors and the size,
structure and composition of the Board and its Committees.

The evaluation process took place in the third quarter of

the year. Each of the Directors and the Company Secretary
completed a questionnaire, on an anonymised basis, which was
prepared to elicit their views on all aspects of the effectiveness
ofthe Board and its Committees, including its composition,
diversity and how effectively members work together to
achieve objectives.

The key areas of focus were:

— Purpose and strategy;

— Settingand monitoring objectives;
—  Knowledge and skills; and

— Stakeholder engagement.

Theresults of the evaluation were assessed by the full Board.
The evaluation confirmed that the Board and its Committees
have a good balance of knowledge and experience and

did notidentify any concerns with performance, although
opportunities were identified forimprovement, including:

— Shaping a purpose-driven culture;

— Board skillgap analysis and succession planning;

— Improving diversity; and

— Increased stakeholder interaction.
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Corporate governance statement continued

Composition, succession and evaluation continued

Nomination Committeereport continued
Succession planning

During the year, the Committee considered the succession
arrangements for the Board and the Operating Board,
comprising the operational directors below Board level.

We reviewed immediate, mid-term and long-term succession
planning and arrangements, and the Board skills matrix.

This process informs the Company's framework for the
skills we wish to focus on when preparing role specifications
and evaluating potential new candidates and developing
adiverse pipeline.

Re-election of Directors

Based on the performance review by the Nomination
Committee of the size, structure and composition of the Board
with regard to the experience and skills represented onit, the
Nomination Committee has recommended that each of the
Directors bere-elected to the Board, as they each continue

to be effective members of the Board and demonstrate
commitmentto their roles.

Diversity

The Committee recognises the need to monitor and review
diversity of gender, social and ethnic backgrounds and
cognitive and personal strengths in relation to how the Group
isled andrepresented.

Employment positions throughout the Company are filled
with the candidates who possess the most appropriate skills
and competencies relevant for the particular job role. We have
apolicy totreat allemployees fairly and equally regardless

of gender, sexual orientation, marital status, race, colour,
nationality, religion, ethnic or national origin, age, disability

or union membership status.

Appointments to the Board, as with other positions within
the Group, willalways be made on merit and objective criteria.
Executive external resourcing and stronginternal succession
plans play a critical role in enabling and accelerating our ability
toimprove our diversity.

Our people are our greatest asset and key to our success,
incorporating their views into Board decision makingiis
essential to achieving our business objectives and creating
aworkplace which treats everyone equally. Across the
business we will continue to work to create amore diverse
andinclusive culture.

Alan Smith
Chair of the Nomination Committee
4 October 2021




Audit Committeereport

"The Audit Committee

S INteg

ralto the Group's

governance framework.”

TheAu

dit Committee monitors risks and risk

mitigation. It advises the Board on financial reporting,
viability and going concern and whether the Annual

Report

provides shareholders with the information

necessary to assess the Group's performance.
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Audit Committee report continued

Dear Shareholder,

The Audit Committeeis integral to the Group's governance
framework and continues to keepits activities under review to
reflect regulatory developments and best practice. The Audit
Committee advises the Board on financial reporting, viability
and going concernand whether the Annual Report provides
the shareholders with the information necessary to assess
the Group's performance. It also monitors risks, risk mitigation
andinternal control.

Insodoing, the Committee exercises oversight of the Group's
financial policies and reporting, monitors the integrity of the
financial statements and reviews and considers significant
financial and accounting estimates and judgements.

The Committee satisfies itself that the disclosures in the
financial statements about these estimates and judgements
are appropriate and obtains from the external auditor an
independent view of the key disclosure issues and risks.

Whilst risk management s a Board responsibility, the Committee
has continued to work closely with the Board and Group
management to ensure that all significant risks, including

those which have arisen from COVID-19, are considered onan
ongoing basis and that all communications with shareholders
are properly considered. Inrelation to risks and controls, the
Committee ensures that these have beenidentified and that
appropriate responsibilities and accountabilities have been set.

Akeyresponsibility of the Committee is to review the scope
of work undertaken by the internal and external auditors and
to consider their effectiveness.

During the year, the Committee again oversaw the process
used by the Board to assess the viability of the Group, the stress
testing of key trading assumptions and the preparation of

the Viability statement which is set out on page 60 of the
Strategic Report.

The Committee has considered the narrative inthe Strategic
Reportand whether the 2021 Annual Report is fair, balanced

and understandable and whether it provides the necessary
information to shareholders to assess the Group's performance,
business modeland strategy. The Committee considered
management's assessment of items included in the financial
statements and the prominence giventothem. The
Committee, and subsequently the Board, were satisfied that,
takenasawhole, the 2021 Annual Report and Accountsis fair,
balanced and understandable.

The Committee reviewed, on behalf of the Board, the Group's
compliance withthe Modern Slavery Act andits policies in
relationto money laundering and anti-bribery. The Committee
has also given consideration to the development of climate-
related reporting to ensure that the Groupis ready to reportin
line with the Task Force on Climate-related Financial Disclosures
(TCFD) requirementsin the next financial year. The outcome of
the consultation on the government proposals to restore trust
inaudit and corporate governance has recently been published
and the Committee willmonitor the progress of the proposals
over the comingmonths andyears.

Member and meetings attended in 2021

Member since

Meetings attended

Ron McMillan (Chairman) 2014 3
George Adams 2015 3
Angela Luger 2019 3
Goingforward, | shallensure that the Committee continues to A

acknowledge and embraceits role of protecting the interests The Audit Committee

of shareholdersinregards to the integrity of published financial
information and the effectiveness of audit. |lam available to
speak with shareholders at any time and shall be available at the
Annual General Meetingin November to answer any questions
youmay have on thisreport. lwould like to thank my colleagues
onthe Committee for their help and support during the year.

Ron McMillan
Chair of the Audit Committee
4 October 2021

Committee composition

The Committee comprises three members, all of whom
areindependent Non-Executive Directors. Two members
constitute aguorum and the Committee mustinclude one
financially qualified member with recent and relevant financial
experience. The Committee Chair fulfils this requirement.
Allmembers are expected to have an understanding of
financial reporting, the Group's internal control environment,
relevant corporate legislation, the roles and functions of
internal audit and external audit and the regulatory framework
ofthebusiness.

The members of the Committee during the year were

Ron McMillan, George Adams and Angela Luger. Details

of Committee meetings and attendance are set outinthe
Corporate governance statement on page 71. The timing
of Committee meetingsis set to accommodate the dates
of releases of financial information and the approval of the
scope of and outputs from work programmes executed

by theinternaland external auditors. The biographies of the
members of the Committee can be found on pages 62 to 63
and reflect the significant experience that the Committee
members have of working in or with companies in the retail
and consumer goods sectors.

Although not members of the Committee, Alan Smith,

as Group Chairman, Steve Carson, as CEO, and Chris Muir,

as CFO, attend meetings, together with representatives

from the internal audit function and the external auditors.
David Knight, who retired as CEO during the year, also attended
allthree of the meetings.

In addition to scheduled meetings, the Committee Chairman
met virtually with the Head of Audit, Risk & Compliance,

the external auditors and the CFO during the year, and the
Head of Audit, Risk & Compliance and the external auditors are
provided with the opportunity to raise any matters of concern
that they may have inthe absence of the Executive Directors
whether at the Committee meetings, or more informally,
outside of them.

The Committee critically evaluates its own performance onan
annual basis and considers where improvements can be made.

metthree times during
the year. Details of the
Committee members'
attendance are noted
above.



Boardreporting

The Committee provides an update of matters discussed
to the Board and the minutes of Audit Committee meetings
are circulated to the Board.

Responsibilities
Theresponsibilities of the Committee, as delegated by the

Board, are set outin the terms of reference which are published

onthe Group's corporate website. They include the following:

— Reviewingtheintegrity of the financial statements and
other price sensitive financial releases of the Group and
the significant financialjudgements and estimates related
thereto;

— Monitoring the quality, effectiveness and independence
of the external auditors;

— Monitoring the independence and activities of the Internal
Audit function;

— Assisting the Board with the development and execution
of ariskmanagement strategy, risk policies and current
risk exposures, including the maintenance of the Group's
riskregister;

— Keepingunder review the adequacy and effectiveness of
the Group'sinternal financial controls and internal control
and risk management and compliance system; and

— Makingrecommendations to the Boardinrelation to the
appointment of the external auditors and their fees.

Activities

Indischargingits oversight of the matters referred to above
andintheintroductory letter to this report, the Committee
was assisted by management and both the internaland
externalauditors.

Therecurring work of the Committee comprised:

— Review of the Annual Report and financial statements
of the Group;

— Review and approval of the statements to be included in
the Group's Annual Report concerning internal controls
andrisk management;

— Review of the Interim Results report and non-statutory
financial statements of the Group for the half year;

— Consideration of the significant areas of accounting
estimation or judgement;

— Consideration of the principalrisks included in the
Annual Report;

— Consideration of going concern and viability issues and
therelated disclosures;

— Approval of the external auditors' terms of reference,
audit plan and fees; and

— Approval of the Internal Audit Plan.

The meetings at which the above and certain other matters
were discussed were as follows:

September 2020

March 2021

July 2021

Review of Interim Results

Review of Annual Report; approval of Audit Committee report, consideration of significant areas of
accounting estimation or judgement and whether the Annual Reportis fair, balance and understandable [

Review of management representations

Review and approval of Internal Audit Plan, reports and updates

Approval of the external audit strategy and fees

Update on the provision of any non-audit services and fees provided by the external auditors

Effectiveness of the Internal Audit function

Effectiveness of the external audit

Risk management update and review of related disclosures, including warranty riskand COVID-19

Review of internal control processes and related disclosures

Review of disaster recovery practices

Review of Group IT systems

Update on the Group Data Protection compliance including policy review

Reviewed and agreed the structure and annual plan for compliance function

Effectiveness of procedures for detecting fraud

Update on Modern Slavery matters

Consideration of the 2018 UK Corporate Governance Code and disclosure regulations

Year-end final review of related party transactions

Accounting policies and disclosures in relation to:

- IFRS 16

— Corporationtaxand VAT

— Supplier rebates

— Stock andrelated provisions

— Impairment assessment for loss making stores

— Dilapidations

Going concern and viability issues and disclosures, including the impact of COVID-19

Considered TCFD reporting requirements
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Audit Committee report continued

Significantissues and judgementsrelating to the financial statements
The Committee monitors the integrity of the annual and interim reports, including a review of the key accountingissues, areas of judgement and related

disclosures contained inthem.

The Committee reviewed papers prepared by management setting out the basis for the assumptions usedin relation to accounting judgements and these
reports are then discussed and challenged by the Committee. The Committee also considered a paper prepared by the external auditor, which included
significant reporting and accounting matters, and their views were takeninto account.

Area of focus

Committees response

Impairment

Management reviews the carrying amount of property, plant and equipment
and right-of-use assets every year to determine if there are any indications of
impairment. The estimate of the recoverable amountis based onvalue in use
calculations which requires management to estimate future cash flows and an
appropriate discountrate. The prior yearimpairment assessmentis also taken
into consideration and where it is identified that the impairment has reduced,
areversal of theimpairmentis recorded.

As aresult of the COVID-19 pandemic, all showrooms have experienced
periods of closure during the year and uncertainty remains over the rate and
extent of recovery. Theimpact of COVID-19 has triggered the requirement
foranimpairment assessment and as a result all showrooms have been tested
forimpairment.

Animpairment review was carried out using the assumptions set outin
note 2 to the financial statements. As a result of this review animpairment
reversal of £4,242,000 has been recognised. The sensitivities of the
assumptions on this amount are also set outin note 5 to the financial
statements.

The Committee discussed with management and the external auditors the
validity of cash flow projections and the significant financial assumptions used,
including the selection of appropriate discount and growth rates used over
the remaining lease period. The Committee satisfieditself that the principles
andjudgements applied were appropriate as well as the presentation of the
impairment reversal within the financial statements.

IFRS 16 discountrate

In calculating the present value of lease payments, the Group's policy is to
useitsincremental borrowing rate. However, currently, the Group has no
borrowings. It, therefore, uses an approximation based on UK government gilt
rates of an appropriate duration, adjusted by anindicative credit premium.

The Committee discussed with management and the external auditors how
anapproximate rate had been derived. The Committee considers that the
judgements made are appropriate to the Group's particular circumstances.

Warrantyrisk

The Group has continued to monitor the FCA's proposal to enforce statistical
reporting of this type ofinsurance product, and the risk that the product may
become regulated by changes to future legislation.

During the year, the Group implemented changes toits warranty product,
whichis now sold as part of a complete 'Premium Sofa Guard' care package,
minimising the impact on sales and profit that any changes may make.

The Committee has continued to discuss therisk to warranty sales, and has
reviewed the changes made to the Group's warranty sales stream during the
year. The Committee believes the changes are appropriate and will continue
to monitor any further developmentsinthis area.

Supplierrebates

The Group receives volume rebates from suppliers which are pre-negotiated
and split between suppliers with rebate 'hurdle’rates dependent on spend and
thosethat have aflatrate. Where rebate arrangements were not coterminous
withthe year end, judgements were required but the amounts involved were
not material.

The Committee gained an understanding of these arrangements, discussed
them with management and the external auditors and satisfied itself with the
controls that are in place to ensure that amounts received and receivable from
suppliers are properly accounted for on amonthly basis and that the related
judgements arelimited.

Stock provisions
The Group's policy inrelation to stock provisioningis to provide for obsolete,
slow moving and defective stock.

The Committee has discussed with management and the external auditors
how the policy has been appliedin practice so as to ensure that stockis held
atthe most appropriate estimate of net realisable value. The Committee
satisfieditself that stock was not materially misstated.

Dilapidation provision

The Group's policy is to ensure a suitable dilapidations provisionisin place to
utilise to cover costs when asite is exited at the end of alease. Historical datais
usedto estimate future liabilities; therefore, a degree of judgement is required.

The Committee has reviewed management's dilapidations calculationand
assumptions, and satisfieditself that an appropriate provisionis in place.

COVID-19
The Group has continued to monitor the impact of the COVID-19 pandemic
onallaspects of the business.

The Committee discussed with management the uncertainties and impact of
COVID-19 and considered various sensitivity scenarios and cash flow models
to satisfyitselfthat the Group was as well positioned as it could be.

Climate change andriskreporting

External consultants willbe helping the Group to set climate change targets
and carry outa climate change risk assessment. Metrics willbe agreed upon
and their measurement and progress monitored.

The Boardand the Committee are aware of the increased focus from
investors on climate change risk and we are committed to report against the
mandatory recommendations of the Task Force on Climate-related Financial
Disclosures by 2022.




Going concern

Going concern matters have been afocus of attention by
management, the Board and the Audit Committee and

the external auditors since the beginning of the COVID-19
pandemic. Significant time and energy has been applied

to developing financial models and continually assessing
forecasts, sensitivities and mitigating actions available to
management. The Board and the Committee have discussed
going concernissues onanumber of occasions and have
satisfied themselves that the underlying assumptions
continue to be reasonable and support the conclusion that
the Group has adequate resources to continue to operate
foraperiod of atleast 12 months fromthe date onwhich the
financial statements are signed. Accordingly, they continue
to adopt the going concern basis in preparing the financial
statements (see 'Basis of preparation’ withinnote 2 to the
financial statements on page 110).

Viability statement

The Boardis required to consider whether the Group can
continue to operate and meet itsliabilities, taking into
accountits current position and principal risks in the longer
term, having considered severe but plausible risks and

risk combinations. The Committee reviewed the process
undertaken by management and considered management's
scenario modelling and the stress testing of these models.
The Committee reviewed and challenged the assumptions
used and concluded that the Board is able to make the Viability
statement on page 60 of the Strategic Report.

Fair, balanced and understandable

The Committee considered whether the 2021 Annual Report
is fair, balanced and understandable and whether it provides
the necessary information to shareholders to assess the
Group's performance, business model and strategy. Also
considered was management's assessment of items included
inthe financial statements and the prominence given to them.
The Committee and subsequently the Board were satisfied
that, taken as awhole, the 2021 Annual Report and Accounts
is fair, balanced and understandable.

Riskmanagementandinternal control

The Board has overall responsibility for ensuring that the Group
maintains a sound system of internal control. There are inherent
limitations in any system of internal control and no system can
provide absolute assurance against material misstatements,
loss or failure. Equally, no system can guarantee elimination

of the risk of failure to meet the objectives of the business.
Against that background, the Committee has helped the Board
develop and maintain an approach to risk management which
incorporates risk appetite, the framework within whichrisk is
managed and the responsibilities and procedures pertaining

to the application of the policy.

The Groupis proactive in ensuring that corporate and
operationalrisks are identified and managed. A corporate
risk register is maintained which details:

1. Therisksandtheimpactthey may have;

2. Actions to mitigate risks;

3. Risk scores to highlight the implications of occurrence;
4. Ownership of risks; and

5. Targetdates for actions to mitigate risks.

Adescription of the principal risks is set out on pages 50 to 59.

The Board has confirmed that it has carried out arobust
assessment of the principal risks facing the Group, including
those which threatenits business model, future performance,
solvency or liquidity.

The Board considers that the processes undertaken by
the Committee are appropriately robust and effective and
in compliance with the guidelinesissued by the Financial
Reporting Council (FRC). During the year, the Board has not
been advised by the Committee nor hasitidentifieditself,
any failings, frauds or weaknesses ininternal control which
it has determined to be materialin the context of the
financial statements.

The Committee continues to believe that appropriate controls
areinplace throughout the Group, and that the Group has
awell-defined organisational structure with clear lines of
responsibility and a comprehensive financial reporting system.
The Committee also believes that the Company complies with
the FRC guidance onrisk management, internal control and
related financial business reporting.

Internal Audit

The Head of Audit, Risk & Compliance has a direct reportingline
to the Committee and attends every Committee meeting to
presentinternal audit and risk management reports. During the
financial year, Internal Audit has undertaken a programme of
work which was discussed and agreed with both management
and the Committee and which was designed to address both
risk management and areas of potential financial loss. Despite
anumber oflockdown periods during the year, all of the agreed
work has been performedand the Committee is comfortable
that all key areas of risk have been covered. Internal Audit has
also established procedures within the business to ensure

that newrisks are identified, evaluated and managed and that
necessary changes are made to theriskregister.

During the year, the Committee reviewed reports from Internal

Auditinrelationto:

— Fraudrisk andrelatedinternal controls;

— Anti-money laundering;

— Anti-bribery and corporate crime;

— Compliance with the Modern Slavery Act;

— Compliance with data protection;

—  Compliance assessments of the Group's operating
processesinrelation toretail outlets and distribution
centres;

— Riskmanagement, including the effectiveness of mitigating
actionsinrelationto the Group's principal risks, including
[T systems, business continuity and cyber-risk;

— E-commerce processes;

— Compliance processes;

— Payrollprocesses;

— Cashandbanking processes;

— Marketing processes;

— Processes within the business performance
reporting team;

— Central customer experience processes;

— Managementaccounts;

— Purchaseledgerand accounts payable processes;

— HumanResources;

— Trainingteam processes;

— Information technology processes; and

— Healthand safety including response to COVID-19.

Inrelationto each of the above, Internal Audit made
recommendations forimprovement, the vast majority of which
were agreed by management and either have been or are being
implemented.

The Committee has evaluated the performance of Internal
Audit during the year and concluded it is a function which has a
strategic plan developed in collaboration with the Committee,
and which provides constructive challenge and demonstrates
arealisticand commercial view of the business.

Sjuswels epueuly | ssueusdronesodio) | 11odsy o1bajeng

79



80

ScS Group plc Annual Report 2021

Audit Committee report continued

External auditors

Following a tender processin 2019, PricewaterhouseCoopers
LLP (PwC) were re-appointed by shareholders. As reported last
year, the audit partner from the 2020/21 audit onwards is Andy
Ward, whois a partnerin PwC's Leeds office. PwC have been
the Group's auditors for 11 years.

The Committee has established policies inrelation to the
provision of non-audit services by the auditors. The external
auditors are not permitted to perform any work that they

may be later required to audit or which might affect their
objectivity andindependence or create a conflict of interest.
Furthermore, the external auditors may not perform any work
prohibited by the Ethical Standards published by the FRC.

All fees for non-audit work require pre-authorisation by the
Chief Financial Officer and the Audit Committee, and non-
audit fees paid to the auditors are not permitted to exceed
70% of average audit fees over a three-year period. During
the year we paid PwC £20,000 for their review of the interim
financial statements (considered to be a non-audit service).
No other non-audit services were provided by the external
auditor. Fees paid to PwC for audit work were £207,000.

Inaccordance with International Standards on Auditing

(UK &lIreland) 260 and Ethical Statement 1 issued by the
Accounting Practices Board, and as a matter of best practice,
the external auditors have confirmed theirindependence

as auditors of the Group.

The Committeeis responsible for assessing the effectiveness

ofthe externalaudit process and does so ina number of ways:

(1) The Committee, together with the CFO and Financial
Controller, met with the senior members of PwC, prior
toboththeinterimreview and year end audit, as they
presented their plan for discussion;

(2) The Committee, together with the CFO and Financial
Controller and other members of the Board, met with PwC
to assess the execution of the review/audit and reporting
oftheir findings; and

(3) The Committee considered the matters set outin PwC's
2020 Transparency Report dealing with audit quality
monitoring and remediation. It considered the results of
internaland external engagement reviews and the steps
taken by PwC to address findings. Within PwC, audit quality
ismonitored at a globalleveland at an engagement level,
with allengagement partners being reviewed atleast once
inathreeyearcycle.

Inreviewing PwC's 2020 Transparency Report, the Committee
noted the firm's commitment to quality and risk management.
The Committee also discussed with PwC the results of the
FRC Audit Quality Inspection of the UK firm. During PwC's
attendance at Committee meetings, the Committee also

met privately with the auditors and, as Chair of the Committee,
I had regular dialogue with the audit partner.

The Committee considered in detail PwC's audit planning
documentation and satisfied itself that the audit work to

be carried out by PwC covered all significant aspects of the
Annual Report and Accounts and, therefore, did not feel it
was necessary to ask PwC tolook at any additional areas
specifically. PwC's report to the Audit Committee at the
conclusion of the audit confirmed that the audit had been
carried outin accordance with the planning documentation
and the Audit Committee considered the findings of PwC
as reflectedin their audit opinion and their year end report
to the Board. PwC's audit opinion set out the key matters
that, in their opinion were of most significance in this audit.
These were consistent with the key matters considered and
agreed with the Audit Committee when the audit was planned.
PwC's report describes how these matters were addressed
inthe audit and the scope and nature of their work reflects
the thoroughness of their approach and the degree of
scepticism applied.

The Committee reviews the performance of PwC annually
with feedback from management, the Group's finance team,
the Internal Audit function and the Board. The review takes into
consideration their understanding of the Group and the retail
sector, the extent of challenge to management on areas which
required judgement, the quality of audit work, reporting and
advice given, and the overallaudit process. The conclusions
reached were that PwC has continued to perform the audit
inaprofessional and efficient manner with the necessary
objectivity and challenge to demonstrate independence
anditis, therefore, the Committee's recommendation to

the Board that PwC be re-appointed auditors at the Annual
General Meeting on 26 November. The Board has no present
plans to consider an audit tender process.

The Committee reviewed the reports prepared by PwC on key
audit findings as well as the recommendations made by PwC to
improve processes and controls together with managements'
responses to those recommmendations. PwC did not highlight
any materialinternal control weaknesses and management has
committed to making appropriate changesin controlsin the
areas highlighted by PwC.

Ron McMillan
Chair of the Audit Committee
4 October 2021
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Dear Shareholder,

The ScS Group plc Remuneration Committee has had a busy year in FY21, in part due to the pandemic. At the beginning of the year (August 2020) we
considered how to apply the Remuneration Policy at a time of considerable uncertainty and deliberated on fair remuneration for the Executive Directors,
with anincoming CEO following the retirement of David Knight, and a wider role for the CFO. These considerations were in addition to an ever wider remit
for the Committee interms of general workforce remuneration and wellbeing.

As asmall Group, and member of the FTSE Fledgling Index, we try to keep things simple and maintain clear performance linkages and line of sight from
showroom to boardroom and vice versa. Approximately 82% of our colleagues are eligible for either a sales commission or bonus and these are based
broadly onthe same metrics of sales and profit as the Executive Directors.

Our July year end has meant that we have been effectively five months ahead of many of the larger F TSE companies in having to consider the impact of the
COVID-19 pandemic onremuneration and the Investment Association updated guidance relating to these matters which was released in November 2020,
aquarter of the way through our new financial year. As a conseguence, we have been required to consider our approach before many other companies.
Inthe previous financial year ended 25 July 2020, no executive bonus was paid, nor were there any vesting of LTIP arrangements as the scheme vesting
fellshort ofits target. The Group looked after all furloughed colleagues by topping up their pay to 100% including average sales commission during all
periods of lockdown.

Steve Carsonjoinedthe business on 6 January 2021, and to ensure a smooth transition, David Knight remained actively in the role of CEO until 30 April 2021.
At this pointintime, Steve took on responsibility for the business, with David remaining to provide advice and support. For the purposes of reporting,
David Knight's remuneration has been utilised for the CEO comparatives used throughout the report as it provides a full year of compensation for comparison.

With thisin mind, I reached out to our largest 20 shareholders to canvas their views on what we should do in these extraordinary times; 12 shareholders
shared their views, accounting for over 63% of total voting rights during August to early October, and we covered:

1. Considerations for the FY21 bonus scheme, including government money paid, such as furlough, and the relief of taxes, such as rates relief;

2. Whether we should make any changes to long-termincentive plans 'in flight' to reflect the changed circumstances;

3. Whether we should move from a LTIP arrangement to a restricted share scheme; and

4. Anychanges giventhat our CEO, David Knight, was retiring after 33 years of service.

Iwould like to thank our shareholders for their thoughtful input which | believe the Remuneration Committee has reflected inits decisions in the past year.

FY21incentives

Bonuses that reflect performance are akey part of the remuneration package. Shareholder feedback was clear on the contentious issues of government
support and on dividend reinstatement. Almost unanimously shareholders viewed that direct government money such as furlough should be excluded
fromany bonus targets, but that relief from payments that would otherwise be paid, such as rates, should be included. Most shareholders also felt that
the payment of amodest bonus should be independent of whether the dividend be reinstated and that to tie the two things together would be to confuse
the separate decisions.

The Remuneration Committee, therefore, set targets for the FY21 scheme where on-target bonus payments would be paid at a level where the dividend
could be reinstated, with a minimum threshold significantly below this to reflect the general uncertainty. We then set hurdle levels above target with a
wider stretch than usual, with the highest target level being above the FY19 profit level. These targets were setincluding rates relief but excluding furlough
payments (notwithstanding, the Group repaid all FY21 furlough payments in May 2021).

Despite the stores being closed for 17 weeks the Group has met the highest of the targets set, and therefore, the Remuneration Committee has granted a
bonus payout of 140% salary to both David Knight and Chris Muir; Steve Carson's 140% payout is pro-rated for the seven months since he joined the Group.

Long-termincentives

Shareholder feedback was again unanimous that there should be no changes to the performance targets set for the LTIP schemes already 'in flight',
thatis, those due to end this year and next. Shareholders also confirmed that furlough and other direct payments should be excluded, consistent with
their guidance onthe bonus scheme. The Remuneration Committee agrees with this approach.

Shareholders did, however, regard a long-termincentive plan asimportant. Given the extreme level of uncertainty, they guided that the scheme should
have a much wider span than before, with upper levels to be in excess of FY19 EPS. Shareholders were unanimously against a restrictive share scheme,

and while there was some discussion around whether the targets should be TSR-based or not, most were in favour of continuing to keep the targets simple
and understandable. The Remuneration Committee took these views into account in setting the targets for 2023.

Despite the uncertainty and the various lockdowns, the Group performed strongly as stores re-opened. The LTIP targets for FY21 were met, and the LTIP
will pay out at 89.3% level.

Executiveremuneration

Almost all shareholders consulted inputted on the importance of a smooth handover from the retiring CEO to the new CEO. There was unanimity that we
should take our time to get the right person, that the package should be attractive for whoever that might be (we were mid-way in the process of selection),
and that we should attend to the wider executive team at the same time. Shareholders were keen to see the direct remit of the incoming CEO reduced with
the scope of the CFO role widened, with specific positive reference to Chris Muir taking on additional responsibilities for technology and distributionin the
move towards omnichannel. Shareholders strongly approved of the Board's desire for executive stability on the change of the CEO. The Remuneration
Committee took advice from our remuneration consultants, Mercer Limited, to benchmark both the CEO role and a wider role for Chris Muir, CFO.

Steve Carsonhasjoined onasalary of £400,000, higher than the outgoing CEO but with a pension level of 5%, in line with the wider workforce. This salary
levelwas in line with the benchmarking undertaken and below his previous salary. The Remuneration Committee raised Chris Muir's salary from £240,000 to
£320,000 toreflect both a current salary at below CFO benchmark and his wider role, while at the same time pension was reduced to the 5% wider workforce
rate. We fully acknowledge that this increase is exceptional but it reflects both the input from shareholders and our desire to set appropriate benchmarked
levels of remuneration.



Inkeeping with rewards given to other very long serving members of the senior team on retirement; the Committee agreed to recognise David Knight's
exceptional contribution by awarding him £5,000 in holiday vouchers to mark his retirement.

Review of Remuneration Policy

We will be seeking approval for the Remuneration Policy at the AGM this year. We continue to be guided by a few simple principles:
— topay fairly foranindividual's role and responsibilities;

— torewardfor performance;

— tofocusonlong-termvalue creation; and

— toalign executives with shareholders through share ownership.

We believe our Policy is fit for purpose and understood throughout the organisation, with alignment from shop floor to Board, and does not require major
overhaul. We have reviewed our Policy with our remuneration consultants and also in light of the updated UK Corporate Governance Code. We have made
anadjustment to remove any flexibility on pension arrangements for any future hires. We are aware that we have no deferral for the annual bonus above
100% of salary and at this stage we do not intend to implement one but will review this over the year ahead. Finally, we are actively reviewing whether there
are robust and strategically aligned ESG metrics that could be included in the bonusin the future.

I hope that you will support the new Policy and the Annual Report on Remuneration.

Colleagueinput

Iam the Non-Executive Director responsible for consulting with and gaining the views of our wider colleagues in the business. Ina normal year | would
hold six discussion groups in person; however, due to the pandemic, lhave held four by video conference this year. Itis gratifying to get feedback that the
Group has gone above and beyondin both ensuring colleagues are safe and well, and also welllooked after in these times, with specific reference paid

to the topping up of salaries and commissions for furloughed staff during lockdowns.

Colleaguesin these groups were positive about working at ScS, and the opportunities opento all, in a diverse workforce. I will be reinstating physical
groups when possible and we will be gaining extra feedback on diversity and gender which will feedback into the Remuneration Committee agenda for
the yearahead.

Remuneration CommitteeagendaforFY22

The scope for the Remuneration Committee has been widened, reflecting the changes to the UK Corporate Governance Code, and we willbe looking at
afew specific areas in particular inthe coming year, particularly since the appointment of a new People Director to our Operating Board. We will continue
ourwork addressing diversity at ScS, both in terms of gender and ethnicity. We will also be beginning to look at how our remuneration principles apply across
ourworkforcein abusiness that is pivoting from almost completely store-based to one operatingin an omnichannel world. Finally, we will be considering
whether there should be arole for ESG metrics in our incentive plans and will determine whether there are robust and strategically-aligned metrics that

we couldinclude. We will update shareholders on our progressinnextyear's report.

Communication with shareholders

The Remuneration Committee has found the input from shareholders extremely valuable in deciding what to do in the uncertainty of the pandemic.

lam available to speak with shareholders at any time and shall be available at the Annual General Meetingin November to answer any questions you may have
onthisreport, and will continue to reach out proactively when faced with uncertainty.

Iwould like to thank my colleagues onthe Committee for their help and support over thelast year.
George Adams

Chair of the Remuneration Committee
4 October 2021
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Memberand meetings attended in 2021 Member since Meetings attended
George Adams (Chairman) 2015 5
Alan Smith 2014 5
RonMcMillan 2014 5
Angela Luger 2019 5

Remuneration principles

The key aims of the Remuneration Policy are to:

— Attract, retain and motivate high-calibre senior management;

— Focus senior management on the delivery of the Group's business objectives;

— Promote a strong and sustainable performance culture;

— Incentivise profitable growth; and

— Aligntheinterests of the Executive Directors and senior management with those of the shareholders.

Inpromoting these objectives, the Committee's aims are toimplement the Remuneration Policy in a simple, transparent and understandable way,
supporting the principles set out in Provision 40 of the 2018 UK Corporate Governance Code ('the Code'):

Clarity The Remuneration Policy is closely aligned to the business, purpose and strategy and has a clear link between performance
and reward.

Simplicity The Policy has operatedlargely unchanged since IPO.

Risk Performance targets are set to ensure the delivery of sustainable profitable growth and appropriate safeguards are in place

to ensure that overall outcomes are aligned with underlying business performance and the stakeholder experience.

Predictability

Maximum limits for variable pay are set and disclosed.

Proportionality

Remuneration levels are periodically benchmarked against other similar sized companies and actual rewards closely linked to the
performance outcomes delivered.

Alignment to culture

Theincentive schemes are focused on our strategy of sustainable profitable growth and are designed to encourage behaviours
that are consistent with ScS'purpose, culture and values.




Annual Remunerationreport

Single figure table of total remuneration Executive Directors -audited
The audited table below shows the aggregate remuneration of the Directors of the Group during 2021 and 2020:

Total fixed Total variable

Salary Benefits? Bonus LTIP? Pension* Total  remuneration  remuneration
£ £ £ £ £ £ £ £
Steve Carson
2021 227,692 11,718 326,667 - 11,384 577,461 250,794 326,667
David Knight
2021 306,000 24,444 428,400 588,733 61,200 1,408,777 391,644 1,017,133
2020 306,000 20,827 - - 61,200 388,027 388,027 -
Chris Muir
2021 286,667 19,035 401,334 461,752 29,335 1,198,123 335,037 863,086
2020 240,000 19,035 - - 48,000 307,035 307,035 -

Salaryincrease for Chris Muir effective from 1 January 2021. Steve Carson's appointment effective from 6 January 2021.

2. Benefits of the Directors are discussed in detail below. The value for David Knight includes a one off benefit of £5,000 in holiday vouchers, gifted to him from the business, as a retirement
gift marking his 33 years'service.

3. Estimatedvalue of the 2019 LTIP award, being the average of the closing mid-market share price in the three-month period ending 31 July 2021.

4. Steve Carson, David Knight and Chris Muir opt to receive part of their pension contributions as a cash allowance.

Elements of remuneration

Salary

David Knight, CEO, retired from the Group on 31 July 2021; there was no change to his basic salary during the year. Steve Carson joined the Group as CEO
on 6 January 2021 on a basic salary of £400,000. Whilst this basic salary is higher than that of David Knight it is reflective of the benchmarking that was
undertaken prior to appointment and is lower than his previous basic earnings. The basic salary of Chris Muir, CFO, was also reviewed and increased to
£320,000 from £240,000.

When consulting with shareholders, they were keen to stress the importance of a smooth handover fromthe retiring CEO to the new CEO. In addition,
shareholders were also keento see the direct remit of the incoming CEO reduced with the scope of the CFO role widened, with specific positive references
to Chris Muir taking on a wider remit. As such, a benchmarking exercise was undertaken to position the salaries for the incoming CEO and incumbent CFO
with widened responsibilities and remit. The CFO'sincrease is considered both to be exceptional and necessary by the Committee and it is anticipated that
any furtherincreases will be aligned to that of the wider workforce.

The salaries of the senior management team were also considered by the Committee, where it was felt appropriate due to changesinroles and
responsibilities, and a small number of moderate increases were awarded. Details of the average increase given to other employees is detailed on page 89.

The current basic salaries as at 4 October 2021 are:
— Steve Carson: £400,000
—  Chris Muir: £320,000

Pension and other benefits -audited

Having reviewed our pension arrangements, Executive Directors are eligible to pension benefits equating to 5% of their basic salary, which are non-
contributory. This change aligns to the pension rate applicable to the wider workforce. David Knight, CEO, retained his legacy pension of 20% of basic salary
during his final year with the Group and received £10,000 of pension benefits into his pension fund. The balance was paid as a cash allowance.

Steve Carson, CEO, received £6,051 of pension benefits into his pensions fund and Chris Muir, CFO, received £8,335. The balance was paid as a cash allowance.

Any new Executive Director appointments will have a pension contribution in line with that provided to the broader workforce.

The Executive Directors received a car allowance which were as follows:
— Steve Carson, CEO: £11,384

— DavidKnight, CEO: £18,642

—  Chris Muir, CFO: £17,000

The Executive Directors are also provided with private medical insurance andlife assurance that provides cover of up to four times taxable earnings.
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Annualbonus

The Executive Directors were eligible to receive annualbonuses in 2021. The annual bonus is solely based on underlying EBITDA* performance, whichis
adjusted for exceptionalitems. A pre-bonus EBITDA of £51.9m was above the maximum target set for the year; as aresult, 100% of the bonus was paid.
The Committee considers that this fairly reflects the results for the year. The details of the targets and how the bonus was calculated are set out below:

Pre-bonus EBITDA £39,100,000 £44,100,000 £46,500,000 £48,400,000
% maximum 25% 50% 75% 100%
Steve Carson £81,677 £163,334 £245,000 £326,667
David Knight £107,100 £214,200 £321,300 £428,400
Chris Muir £100,333 £200,667 £301,000 £401,334

*  Underlying EBITDAis defined in the Alternative performance measures sectionin the appendices on pages 134 to 135.

For 2022, the maximum bonus opportunity is unchanged at 140% of base salary for both the CEO and CFO. The bonus is based on the achievement of
stretching EBITDA targets. The Committee does not disclose the targets in advance as they are commercially sensitive. Retrospective disclosure of the
EBITDA targets willbe includedin nextyear's report.

Long-termincentives

TheLTIP granted on 15 October 2018, which vestsin 2021, has exceeded the minimum performance conditions set (@ minimum EPS of 28.9p) and will result
inanaward of 89.3%. The initial award provided vesting conditions on a straight-line basis between 25% and 100% based onan EPS in 2021 from 28.9p to
37.0p. The underlying EPS as reported under IFRS 16 for the yearis 41.3p, which would result in 100% award under the terms of the LTIP. The Remuneration
Committee are, however, conscious that the award was granted before transition to IFRS 16, at a time when there were 40,009,109 shares inissue, and that
the Group has benefited during the year from an effective tax rate lower than the statutory rate. As a consequence, the Remuneration Committee have
recalculated EPS using the same accounting basis, number of shares and statutory tax rate as at the date of the award and based the vesting calculation
onthe adjusted EPS of 35.9p.

Duringthe year, the Executive Directors were granted a Long-Term Incentive Plan award with a face value of 150% of salary each. The awards were madein
the form of nil-cost options and were for 230,248 and 180,587 shares respectively for David Knight, CEO, and Chris Muir, CFO. The awards have a three-year
vesting period, plus atwo-year hold period. The average share price on the date of grant, 12 October 2020, was 200.0p. As disclosedinlast year's Annual
Report, the following EPS targets were applied:

EPS figure (in 2023) Percentage of award that vests

Lessthan 18.3p Nil

18.3p 25%

Greater than 18.3p butless than 31.0p Straight-line basis between 25% and 100%
31.0p 100%

The Committee has engaged directly with anumber of shareholders to discuss the current and future LTIP arrangements. No changes are intended for
'in-flight' awards. As with the LTIP vesting this year, the 2020 and 2021 LTIP EPS targets were set before taking into account the impact of IFRS 16 or changes
in effective tax rate. Whilst we have all the data we require with regards to property and vehicle leases, the finalimpact of IFRS 16 will not be known untilwe
reach the relevantyear. Furthermore specific differences between the effective and statutory tax rates wouldimpact EPS, and can only be adjusted when
they are known. The Committee, therefore, intends to adjust future EPS targets when these items have crystallised. The adjustment will purely be to reflect
the technical changes created as aresult of IFRS 16, and differences in the effective and statutory tax rate and are not an amendment to the agreed targets
per se.

The Committee has agreed to award a Long-Term Incentive Planin 2022. Steve Carson, CEO, and Chris Muir, CFO, willbe awarded nil cost options subject
to EPS targets being met. The awards have a three-year vesting period, plus a two-year holding period, and are subject to the following targets:

EPS figure (in 2024) Percentage of award that vests
Lessthan 19.0p Nil

19.0p 25%

Greater than 19.0p but less than 33.2p Straight-line basis between 25% and 100%
33.2p 100%

The Committee considers that the targets are stretching and will ensure that significant reward is only available for delivery of a strong performance.

The Remuneration Committee determined that the 2022 grants would be maintained at the normallevels (150% of base salary for the Executive Directors).
However, the Committee has full discretion, under the plan rules, to ensure that the final vesting outcomes are justified based on the performance of the
Group, including consideration of any windfall gains.

All-employee share plans
The Group offers an all-employee UK Share Incentive Plan (SIP). Allemployees on completion of six months service become eligible to join. Under the SIP

employees may elect to acquire up to £150 worth of shares in the Group every month or pay a maximum one-off lump sum of up to £1,800in atax year.

The Executive Directors are eligible to participate in the SIP onthe same basis as other employees.



Payments to past Directors—-audited
There were no payments to past directors in the year ended 31 July 2021 (2020: none).

Payments for loss of office —audited

David Knight left the Board onhis retirement on 31 July 2021. He retired with the agreement of the Board and worked his full 12-month notice period.

As suchthe Committee determined that he should be treated as a good leaver with the following implications:

— His salary payments and eligibility for benefits ceased on the date of his retirement;

— Hewasgifted £5,000 of holiday vouchers as retirement gift fromthe Group;

— Hewaseligible for abonus for 2021 as described above. No further bonus payments willbe made;

— Hewaseligible for vesting of the 2018 LTIP awards on the same basis as the other Executive Directors; and

— His 2019 and 2020 LTIP awards will vest on their third anniversary, subject to performance and pro-rata to the period worked. No award willbe made in 2021.

Feesretained for external non-executive directorships
Executives may hold external non-executive directorships in non-competing businesses with the express consent of the Board. Fees may be retained for

those roles with Board consent. There are no remunerated non-executive roles currently held by either the CEO or CFO.

Remuneration of the Chairman and Non-Executive Directors —-audited
The structure of Non-Executive Directors fees, and their levels, were set by the Board on admission. No review is expected during 2022.

Thefees of the Non-Executive Directors are set by the Board and take account of the chairmanship of Board Committees and the time and responsibility
of theroles of each Director.

The fees paid during 2021 to the Non-Executive Directors were as follows:

2021 2020

£ £

Alan Smith 125,000 125,000
RonMcMillan 60,000 60,000
George Adams 60,000 60,000
Angela Luger 50,000 50,000

Our Non-Executive Directors (excluding the Chairman) have a base fee of £50,000. Ron McMillan and George Adams each receive an additional £10,000
per annum for chairing the Audit and Remuneration Committees respectively.

There were no other amounts disclosable for the Non-Executive Directors for the year.
Directors’ shareholding and shareinterests—-audited

The table below sets out the number of shares held or potentially held by Directors (including connected persons or related parties where relevant) as at the
financial year end 2021.

Director Shares held beneficially Unvested
Alan Smith 18,096 -
Ron McMillan - -
George Adams 2,000 -
Angela Luger - -
Shares  Nilcostoptionssubject  Option awards vested

held beneficially to performance* but unexercised** Total
Steve Carson
Number - - - -
Value at yearend - - - -
David Knight
Number 1,528,615 425,567 231,173 2,185,355
Value at yearend £4,318,337 £1,202,227 £613,213 £6,133,777
Chris Muir
Number 50,474 333,778 163,452 547,704
Value atyearend £142,589 £942,923 £461,752 £1,547,264

*  Awards vest subject to EPS performance over a three-year period. This relates to awards grantedin 2020 and 2021.
**  Optionawards vested (but unexercised) is inclusive of the 2021 EPS LTIP award and dividend equivalents. David Knight also holds a further 22,772 options at an exercise price of 175p.

There were no shares exercised by Directorsinthe year.

The value of share interests at the year-end is based on the average share price in the three months endingon 31 July 2021 of 282.5p. There have beenno
changesto share interests as at the date of thisreport.
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The Executive Directors are required to build and maintain a shareholding equivalent to 200% of base salary. The shareholding for David Knight was
significantly in excess of this level at the year end. The beneficial shareholding for Chris Muir is currently 50,474, but he is required to continue to buildup a
shareholding, which will be achieved by the retention of share options awarded under the LTIP. Steve Carson has no shareholding currently and will, therefore,
also build a shareholding by the retention of share options awarded under the LTIP.

Performance graph and pay table
The chart below illustrates the Group's Total Shareholder Return (TSR) performance against the performance of the FTSE Fledgling Index, from the date
ofthe PO of the Group. Thisindex was selected as it represents a broad equity market index which includes companies of a comparable size.
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Source: Datastream (Thomson Reuters).
This graph shows the value, by 31 July 2021, of £100 invested in ScS Group plc on 26 January 2015 compared with the value of £100 investedinthe
FTSE Fledgling Index.
Changesinthe remuneration ofthe CEO
Totalremuneration of the CEQ in each of the past 10 yearsis as follows:
Salary Bonus Benefits LTIP Pension Total
£ £ £ £ £ £
Steve Carson
2021* 227,692 326,667 11,718 - 11,384 577,461
David Knight
2021 306,000 428,400 24,444 588,733 61,200 1,408,777
2020 306,000 - 20,827 - 61,200 388,027
2019 306,000 425,187 20,798 281,787 61,200 1,094,972
2018 306,000 427,372 20,836 - 61,200 815,408
2017 306,000 203,418 20,685 - 61,200 591,303
2016 300,000 420,000 21,290 - 60,000 801,290
2015 300,000 - 20,183 - 60,000 380,183
2014 300,000 177,450 20,336 - 60,000 557,786
2013 247,500 274,073 16,302 - 49,500 587,375
2012 247,500 199,635 13,929 - 71,625 532,689

*  Remuneration relates to seven months of employment. Shown for illustration only. As describedin the opening letter, comparisons in this report are made against David Knight's
full year remuneration.



Changesinthe remuneration of the Directors
The table below shows the percentage changes in the Executive and Non-Executive Directors' remuneration between the financial year ended 31 July 2021
andthe year ended 25 July 2020 compared to the amounts for full-time employees of the Group for each of the following elements of pay:

Percentage change from 2020 Percentage change from 2019
Salary Benefits Bonus Salary Benefits Bonus
Executive Directors
Steve Carson n/a n/a n/a n/a n/a n/a
David Knight - 17.4% 100% - 0.1%  (100)%
Chris Muir 19.4% - 100% - 2.3% (100)%
Non-Executive Directors
Alan Smith - n/a n/a - n/a n/a
Ron McMillan - n/a n/a - n/a n/a
George Adams - n/a n/a - n/a n/a
Angela Luger - n/a n/a - n/a n/a
Average per employee (excluding Directors) 1.6% (10.6)% 221.0% 1.2% 7.3% (56.3)%

Relativeimportance of the spend onpay
The table below shows the movement in spend on pay for allemployees compared with the distributions to shareholders.

2021 2020

£'000 £000 % Change
Total pay foremployees 65,602 52,230 (25.6)%
Distributions to shareholders 1,133 4,336 (73.9)%

CEOpayratio
The table below shows the ratio of CEO pay for 2021 comparing the sum of the single total figures of remuneration for David Knight to the full-time
equivalent total reward of those colleagues whose pay is ranked at the 25, 50" and 75" percentile in our UK workforce.

We have adopted Methodology Option A to calculate the ratio, as we believe it provides the best comparison of colleague pay with that of our CEO by usinga
consistent methodology to value remuneration and identify our employees ranked at the 25", 50" and 75" percentiles. Employee pay was calculated based
onactual pay and benefits for the 12 monthly payrollsin respect of the full financial year to 31 July 2020. We can confirm that none of the three individuals
received additional or exceptional pay within the year and no adjustments were made to the calculation of the total remuneration for these employees from
the methodology set out for the CEO's single total figure remuneration. The ratios as set out below:

Year Method 25" percentile 50t percentile 75t percentile
2021 -David Knight Option A 72:1 56:1 44:1
2020~-David Knight Option A 21:1 16:1 12:1

The differenceinratios from 2020 to 2021 reflects anincrease in the variable remuneration of the CEO following the improved performance of the business.

The table below provides the individual remuneration information in relation to our employees ranked at the 25, 50" and 75" percentiles:

Year Method 25t percentile 50 percentile 75" percentile
2021 Salary £17,213 £24,483 £27,898
Total pay and benefits £19,641 £25,095 £32,190
2020 Salary £17,601 £24,259 £19,727
Total pay and benefits £18,190 £24,259 £31,412
Gender pay gap

Information on our gender pay gap can be found on scsplc.co.uk.

Remuneration Committee
The members of the Committee for the 2021 financial year were George Adams (Committee Chairman), Alan Smith, Ron McMillanand Angela Luger.
Allof the current members are independent Non-Executive Directors.

Theresponsibilities of the Committee are set outin the Corporate Governance section of the AnnualReport on page 71.

The Committee may invite the Executive Directors or other members of the senior management team to attend meetings and assist the Committee
inits deliberations as appropriate. No personis present during any deliberations relating to their own remuneration or involved in determining their
ownremuneration. During the course of the year, Steve Carson, David Knight, Chris Muir, Marie Liston, Corporate Services Director, and Lucy Cough,
People Director, were in attendance as required.
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The attendance of members of the Committee at meetings was as follows:

Name Attendance
George Adams 5
Alan Smith 5
Ron McMillan 5
Angela Luger 5

Advisors to the Committee
During the year, the Committee received independent advice on executive remuneration matters from Mercer Ltd.

Mercer Ltd are members of the Remuneration Consultants Group and, as such, voluntarily operate under the code of conduct in relation to executive
remuneration consultingin the UK. The Committee has received advice provided by Mercer Limited during the year and is comfortable that they have been
objective and independent. Total fees received by Mercer Limited in relation to remuneration advice provided to the Committee during 2021 amounted

to £27,878, excluding VAT, based on the required time commitment.

Shareholder voting

Atthe Annual General Meeting on 25 November 2020, the total number of shares issued with voting rights was 38,012,655. The resolution to approve the
Annual Remuneration report from the 2020 AGM and the resolution to approve the Remuneration Policy from the 2018 AGM received the following votes
from shareholders.

Percentage of Percentage Percentage of

votescastin of votes cast Votes Total votes issued share

Resolution Votes for favour Votesagainst against withheld cast capital voted
To approve the Annual Remuneration report (2020 AGM) 27,114,538 95.83% 1,180,024 4.17% 500 28,295,062 74.44%
To approve the Remuneration Policy (2018 AGM) 30,408,893 99.96% 13,626 0.04% - 30,422,519 76.04%

This report has been approved by the Board of Directors of the Group and signed on behalf of the Board by:

George Adams
Chair of the Remuneration Committee
4 QOctober 2021



Remuneration Policy report

Remuneration Policy overview

Totalremuneration packages for the Executive Directors established at the time of the IPO will provide the basis for the structure of Director remuneration
for the Group. Variable elements of reward including performance-based annual bonuses and long-termincentives will form a significant part of the overall
remuneration package for Executive Directors and senior management.

How the views of shareholders are takeninto account

The Committee recognises that developing a dialogue with shareholders is constructive and informative in developing and applying the Remuneration
Policy. The Committee monitors the feedback received from shareholders during the year, feedback was proactively sought and shareholders accounting
for over 63% of total equity responded. The Committee takes into account the best practice guidance issued by institutional shareholders and their
representative bodies.

The Directors’ Remuneration Policy

The Directors' Remuneration Policy was last approved by shareholders at the 2018 AGM and is due to be renewed at the 2021 AGM. This report has been
prepared on behalf of, and has been approved by, the Board. It complies with The Large and Medium-sized Companies and Groups (Accounts and Reports)
(Amendment) Regulations 2013.

Changes from the previously approved policy
Only minor changes to the previous policy are proposed; the most significant being our formal commitment to reduce executive pension contribution rates
toalign more closely to the wider workforce rate and the implementation of bonus deferral whenit is felt appropriate to do so. These changes are set outin

the table below.

Remuneration

element Purpose Operation Maximum Performance measures
Basesalary Thisisthe basic Base salaries are reviewed annually with Base salaries willbe benchmarked n/a
pay andreflects changes typically taking effect fromthe periodically against companies that are
theindividual'srole, beginning of the relevant financial year. both mainand AlMlisted, who are of
responsibilities Whenreviewing, considerationis givenby the a similar size, sector and complexity.
and contribution Committee to arange of factors, including
tothe Group; critical  the Group's overall performance, market Salaries willgenerally be set at the mid-
tohelpattractand  conditions and individual responsibility of market levels; however, the Committee
retaining the right executives and the level of salary increases remains mindful of the need to attract,
talent. givento employees across the Group. recruit and retain talent withinthe team.
Higherincreases may be awarded where
there has beenanincreaseinresponsibility.
If anew Executive Director's salaryis set on
appointment below the median market rate,
phasedincreases (as a percentage of salary)
above those granted generally to other
employees may be awarded subject to the
individual's performance and development.
Benefits To provide benefits  The Group will provide market competitive No explicit maximum. We ensure that n/a
which are valued benefits, which may periodically be reviewed. benefits offered areinline with the
by the individual Executives willgenerally be eligible toreceive  market and review their cost from
and assistthem those benefits on similar terms to other time to time inthe context of the wider
incarryingout senior executives and those available to workforce provision.
theirdutiesandto  thebroader workforce.
supportwellness
and engagement. Executives are entitled to a car allowance
oracompany car, car insurance, other
running costs and fuel, deathin service
life assurance, private medical care and
any other Group-wide benefitsincluding
employee discount. Business traveland
associated hospitality are providedin the
normal course of business.
The Committee has the discretion to
add or remove benefits to remain market
competitive or to meet the needs of the
businessincluding where new benefits
areintroduced for the wider workforce.
Inaddition, where the Committee considers
it appropriate to do so, additional relocation
expenses may be paid.
Pension Toprovideamarket Executive Directors may take pension Atotal maximum value of 5%, which n/a

competitive
pension
contribution
(orequivalent
cashallowance).

benefits as a contribution to defined
contribution personal pension plans
orreceive cashinlieu.

aligns closely tothe workforce rate.
The Committee reserves theright to
increase the rate if changes are made
for the workforce —no suchincrease
is planned at the present time.
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Remuneration

element Purpose Operation Maximum Performance measures
Bonus Provide an Bonuses are normally paidin cash. The current annual bonus potential The Committee intends for
incentive linked Payments are made subject to meeting forthe CEO and CFOis 140% of base the majority of the bonus to be
to the financial pre-determined targets set at the start of salary. The thresholdbonus levels willbe  based on financial measures, but
performance of the year and approved by the Committee. nomore than 25% of their respective has the discretion tointroduce
the Groupandany maxima. As the regulations require operational, corporate, divisional
other appropriate Malus and clawback rules apply to cash aformal cap for a three-year period, and/or individual performance
individual or and deferred awards; see explanatorynotes  future bonus potentialwillonlyincrease  measures if appropriate tothe
business measures. for more information. where appropriate againstmarketdata  businessincludingmeasures
and, inany event, willbe subject to relatingtothe Group's
Deferral provides The Committee will consider the anoverallmaximum of 200% of salary environmental, socialand
furtheralignment introduction of bonus deferral arrangements  for any Executive Director. governance (ESG) objectives.
to shareholders' forany bonus earnedin excess of 100%
long-terminterests of salary. Performance conditions,
forachievement of once set, willgenerally remain
stretchingtargets. unaltered, but the Committee
has therightinits absolute
discretionto make adjustments
during any performance period
toreflectany events arising
which were unforeseenwhen
the performance conditions
were originally set by the
Committee, for example, related
totransactions. Any amended
targets should be nomore orless
difficult to achieve thanthe original
targets were consideredto be
when set.
Long-term Toalignthe Awards may be made annually as options The policyis to award Executive Performanceis normally based
incentives Directors with (including nil cost options) or as conditional Directors nilcost share options equating onearnings per share targets,

thelong-term
performance of the
business and the
returns received by
shareholders.

share awards based on performance
conditions. The Committee may set
performance conditions typically over
athree-year period.

The currentintentionis to use conditional
shares or nil cost options for awards.

Dividend equivalents willbe made as either
acashpayment or delivery of plan sharesin
anamount equal in value to the dividends
that would have been payable on the number
of vested plan shares under the awardin
respect of the period between the award
date and the date on which the award vested
or, where the award is an option and a holding
period applies, to the date of expiry of the
holding period or exercise (if earlier).

Atwo-year post-vesting holding period shall
apply to LTIP awards granted to Executive
Directors and may apply (at the discretion
of the Committee) inrelation to LTIP awards
grantedto others.

Malus and clawback rules apply to vested
awards; see explanatory notes for more
information.

tono more than 150% of their basic

salaryinrespect of each financial year.

No more than 25% of an award can be

earned for a threshold performance.

but different measures and
targets may be used alongside
orinstead of earnings per share
for future awards at the discretion
ofthe Committee.

Performance conditions, once set,
willgenerally remain unaltered, but
the Committee has therightinits
absolute discretionto substitute or
vary the performance conditions
during any performance period
incase of events arising which
were unforeseenwhenthe
performance conditions were first
setby the Committee, provided
that such substitution or variation
isreasonable and produces a

fairer measure of performance
andis not materially less difficult
to satisfy.

Shareholding
guidelines

Executive Directors
are expected
tomaintain

their minimum
shareholdinglevels
once they have
beenobtained.

The Committee will review shareholding
annually against the Policy. The Committee
reserves the right to alter the shareholding
guidelines during the period of the Policy
but without making the guidelines anyless
onerous overall.

The minimum required level of
shareholdingis 200% of base salary
ofthe relevant Executive Director.
We encourage Executive Directors
to meet this requirement within five
years of the date of appointment.

Executive Directors are expectedto
retain vested LTIP awards (after tax)

untilthe minimum shareholding level
is attained.

n/a




Remuneration

element Purpose Operation Maximum Performance measures
Employee Toencourage Executive Directors can participate in Under the rules of the SIP employees n/a
share plan share ownership the employee Share Incentive Plan (SIP) can purchase shares from their pre-tax

by employees and
participationinthe
long-termsuccess
ofthe Group, the
Group operates
anemployee share

onthe same terms as other employees
ofthe Groupin the UK.

Executive Directors will also be eligible to
participate in any replacement or new all
employee share plan that is introduced
onthe same terms as other employees.

and pre-nationalinsurance salary
through aresident SIP trust. Although
the Group has no currentintention
todo so, the Group may also award
matching shares (in proportion to the
number of shares an employee chooses
to purchase), or make an award of

incentive planfor

UK employees free shares.
whichwas adopted
in April 2015. The maximum amount that canbe

purchased, offered as amatch or
awarded for free under the SIP is subject
to the published HMRC annual limits.

Payment of statutory entitlements and settlement of claims

The Group may pay any statutory entitlements to which an Executive Director is entitled, or settle or compromise any claims made in connection with
the termination of employment of the Executive Director where the Committee considers such claims to have a reasonable prospect of success and that
itisinthe bestinterests of the Group to do so.
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Remuneration Policy and other employees

As well as the Executive Directors, other senior management will also participate in the performance-based annual incentive. Around 82% of our colleagues
are eligible for either a sales commission or bonus, based broadly onthe same metrics of sales and profit as the Executive Directors. A small group of

senior management also participates inthe Long-Term Incentive Plan for performance share awards.

The Groupis committed to widespread share ownership. The Group employee Share Incentive Plan (SIP), which was adopted prior to admission, has been
launched. Under the SIP, Executive Directors are eligible to participate on a basis consistent with all other employees. Currently, 70 employees participate
inthe scheme.

In setting the Remuneration Policy going forward, the Committee will also have regard to pay structures across the broader Group. The Committee takes
into account the general base salary increase for the broader workforce when undertaking annual salary reviews for the Executive Directors and will consider
consultation with the wider workforce should it be felt appropriate to do so.

Operation of variable pay 93
Annualincentive plan

The Committee will set the performance targets annually under the annualincentive plan to take account of the Group's strategic plan and financial

performance. The performance targets are set by the Committee based onarange of factors including against the budget for the financial year. The metrics
adopted by the Committee and the weighting of them may vary in relation to the Group's strategy each year.

The Committee sets athreshold on-target and maximum pay-out target under the plan.

Long-TermIncentive Plan (LTIP)
The Committee will regularly review the performance targets in relation to the LTIP to take account of the Group's strategic plan and financial performance.
Targets willbe set by the Committee at the time of the grant of each award.

The Committee will operate the scheme in accordance with the plan rules which were approved by shareholders in January 2015. Under the planrules the

Committee has authority to vary the terms of an existing award in certain circumstances. This includes the ability to:

— Settle awardsin cashin extremis;

— Make adjustments to the number of shares, in the event of a change in the share capital of the Group; and

— Permitthe early vesting of awards in the event of a change in control of the Group or, if appropriate to do so, on cessation of employment (see policy
on service contracts and payments for loss of office).

Clawback

The annualincentive planand the LTIP rules include provisions for malus and clawback within a three-year period following payment or vestingif the
Committee concludes that there has been a material misstatement of financial results; an error has been made in assessing any performance targets;
conduct of the individual amounts to fraud or gross misconduct; events or behaviour of the individualleads to censure of the Group by a regulatory authority
which has animpact on the reputation of the Group whichjustifies clawback being operated; or where the Committee discovers information from which it
concludes that abonus or award was paid or vested to a greater extent than it should have been. Malus and clawback provisions have applied to awards made
since January 2015.



94

ScS Group plc Annual Report 2021

Remuneration Policy report continued

Potential reward scenarios
The graphs below show an estimate of the Executive Directors' remuneration package as it will be implemented for 2022.

Assumptions

—  Theminimum scenario reflects fixed remuneration only which is base salary, pension and benefits.

— Theon-target scenario reflects the fixed remuneration plus 50% of the maximum annual bonus under the annual incentive plan, and 25% vesting
underthe LTIP being the thresholdlevel (assuming an award of 150% of salary to Executive Directors under the LTIP).

—  Themaximum scenario reflects fixed remuneration plus 100% of the maximum annual bonus under the annual incentive plan whichis 140% of base
salary and 100% vesting under the LTIP (assuming an award of 150% of salary under the LTIP).

—  Themaximum plus scenario is the same above but shows the impact of a 50% increase in the share price on the value of the LTIP award (the on-target
and maximum scenarios exclude the impact of share price increase).

Steve Carson (Chief Executive Officer) Chris Muir (ChiefFinancial Officer)
£000 £000
1,900,429
2,000 2,000
1,600,429 1523,036
1,500 1,283,036
870,429 1000
440,429 —
500 :
100%
0 0

Maximum  Maximum On-target Minimum Maximum  Maximum On-target Minimum
Plus Plus

B Base M Bonus | iz

Discretionsretained by the Committeeinoperating variable pay schemes

The Committee operates the Group's various incentive plans according to their respective rules and (in the case of the Share Incentive Plan) in accordance

withrelevant legislation and HMRC guidance. In order to ensure efficient administration of these plans, certain operational discretions are reserved to the

Committee. Theseinclude:

— Determining who may participate in the plans;

— Determining the timing of grants of awards and/or payments under the plans;

— Determining the quantum of any awards and/or payments (within the limits set out in the Policy table above);

— Inexceptional circumstances, determining that a share-based award shall be settled (in full or in part) in cash;

— Determining the performance measures and targets applicable to an award (in accordance with the statements made in the Policy table above);

—  Wherea participant ceases to be employed by the Group or relocates abroad, determining whether 'good leaver' status shallapply;

— Determining the extent of vesting of an award based on assessment of the performance conditions, including discretion as to the basis on which
performance is to be measured if an award vests in advance of normal timetable (on cessation of employment as a ‘good leaver' or on the occurrence
of corporate events);

— Whether, and to what extent, pro ration shall apply in the event of cessation of employment as a ‘good leaver' or on the occurrence of corporate events;

—  Whether malus and/or clawback shall be applied to any award and, if so, the extent to which they shall apply; and

— Making appropriate adjustments to awards on account of certain events, such as major changes in the Group's capital structure.

Recruitment and promotions
The remuneration package for anew Executive Director would be set in accordance with the terms of the Group's Remuneration Policy at the time of the
appointment.

Additionally, on appointment of any new Executive Director (whether by external recruitment or internal promotion) the Remuneration Policy will permit

the following:

— Variable pay willbe capped at the limits set out in the Policy for existing Directors.

— Onpensions, the intention is to limit the pension provision (provided either through a Company contribution to a defined contribution scheme or paid as
acash allowance inlieu of pension) to the same level as the wider workforce for allnew Executive Directors and members of the senior management team.

—  The Group may compensate a new Executive Director foramounts forgone from the individual's former employer in addition to ongoing remuneration
provided under the Policy (as permitted under Listing Rules) taking account of the amount forfeited, the extent of any performance conditions, the
nature of the award and the time period for vesting.

— Theannualincentive planwould operate in accordance with its terms pro-rated for the period of employment, and depending on the appointment
timing, different performance targets might be set as the Committee considers appropriate.

— Onaninternalappointment, any variable pay element awarded in respect of the individual's former role would be allowed to pay out according to its terms,
with any relevant adjustment to take account of the appointment. Any other ongoing remuneration obligations existing prior to the appointment would
also continue.

— Onany appointment, the Committee may agree that the Group will meet any appropriate relocation expenses.

Service contract and payments for loss of office

Main provisions on termination

The service contract for the CEO and CFO is indefinite but terminable either by the Company or the Executive Director on 12 months' notice. The service
contract for the CEOis dated 24 November 2020 and for the CFO, 8 January 2016.



An Executive Directors' service contract can also be terminated without notice or payment of compensation except for pay accrued up to the termination
date on the occurrence of certain events such as gross misconduct.

Paymentin lieu of notice equal to the base salary only for the unexpired period of notice can be paid under the Executive Directors' service agreements.

Ordinarily, an Executive Director shall not be entitled to receive any benefits or allowances following their cessation of employment. However, the
Committee may in exceptional circumstances allow an Executive Director to continue to receive appropriate benefits or allowances (such as reasonable
outplacement or legal fees) for a limited period following cessation.

There are no enhanced provisions on a change of control under the Executive Directors'service contracts. Should a change of controlevent occur then
awards under the bonus andlong-termincentive plans shallbecome payable as soon as practicable after the event date. The awards will be pro-rated to
reflect the extent to which the relevant performance targets have been met at the date of the relevant event, and on a time-apportioned basis, although
the Committee has discretion to disapply time-apportionment if it considers it appropriate to do so.

Any new contracts willbe on similar terms.
The service contracts of the Executive Directors are available for inspection at the registered office of the Company.

Annual bonus on termination

Thereis no contractual entitlement to annual bonus on termination or if an Executive Director is under notice. Under the annual incentive plan, the
Committee has absolute discretion to permit a bonus to be paid to a'goodleaver' based on the full or part-year performance, subject to consideration
by the Committee. A full or pro-rata time-based bonus may be awarded, and this may be paid either at or before the normal payment date.

Good leaversinclude individuals who leave due toill health, death or redundancy, or in other circumstances at the discretion of the Committee.

Performance share plans ontermination

Share-based awards made under the Group's share plans are governed by the relevant planrules. Under the rules of the LTIP, unvested awards shall ordinarily
lapse on the individual giving or being given notice of termination of employment, except in certain prescribed ‘good leaver' scenarios. Good leaversinclude
individuals who leave due to retirement, ill health, death or redundancy, or in other circumstances at the discretion of the Committee.

In determining the extent of any vesting, the Committee will take into account the achievement of any applicable performance targets. A pro-ratareduction
would normally be applied on a time-apportioned basis, although the Committee has discretion to disapply this requirementin exceptional circumstances
if it considers it appropriate to do so. Awards will typically vest at the usual date but early vesting of outstanding awards may be permitted at the discretion
ofthe Committee.

Awards which may have vested before giving or receiving notice of termination of employment remain exercisable for a period of six months after leaving
or (iflater) the expiry of any holding period which the award was subject to. The Committee has the discretion to extend this period.

Chairman and Non-Executive Directors

Fees

The level and structure of fees for the Non-Executive Directors was set by the Board from admission. The fees of the Non-Executive Directors are set by
the Board taking account of the chairmanship of Board Committees and the time and responsibility of the roles of each of them. The fees are paidin cash.
The Committee has responsibility for determining fees paid to the Chairman of the Board. All fees are subject to the aggregate fee cap for Directors in the
Articles of Association, whichis currently £400,000 per annum.

Details of the fees paid to the Non-Executive Directors are set out in the Directors' Remuneration report. The Chairman and the Non-Executive Directors
are entitled to be reimbursed for all expenses reasonably incurred by themin the performance of their duties. The Chairman and Non-Executive Directors

do not participate inany bonus or share plans of the Company.

The Non-Executive Directors do not have service contracts. They are appointed for aninitial three-year period subject to being re-elected by members annually.

Remunerationelement  Purpose Operation Maximum
Non-Executive Helps recruitand The level and structure of fees was set by the Board at admission. The fees consist ~ The aggregate amount
Directors’ fees retain high quality, of anannualbasic fee plus additional fees paid for the chairmanship of Board of Directors'feesis
experienced Committees. Limited benefits relating to travel and accommodation may be limited by the Group's
individuals. providedinrelation to the performance of any Director’s duties. Articles of Association.
Reflectstime Non-Executive Directors' fees are set by the Executive Directors with reference
commitment to external data onfee levels in similar businesses, having taken account of the
androle. responsibilities of individual Directors and their expected annual time commitment.
Letters ofappointment

Alan Smith and Ron McMillan have letters of appointment dated 22 October 2014 for aninitial period of three years and are subject to three months' notice
of termination by either side at any time and subject to annual re-appointment as a Director by the shareholders. George Adams'letter of appointment is
dated 9 July 2015, and Angela Luger's letter of appointment is dated 16 May 2019. Alan Smith and Ron McMillan were re-appointed for a further term of three
years commencing 22 October 2020. George Adams was re-appointed for a further term of three years commencing 9 July 2021. The appointment letters
provide that no other compensationis payable on termination.

Insurance
All of the members of the Board have the benefit of Directors and Officers Liability Insurance which gives them cover for legal action which may arise against
them personally.
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Activities andresults
The Directors present their Annual Report, together with the audited consolidated financial statements for the year ended 31 July 2021. ScSis one of
the UK's leading furniture and flooring retailers, operating from 100 ScS stores principally located in modern retail park locations across the country.

Management Report
The Directors'report, together with the Strategic report, set out on pages 1 to 60, form part of the Management report for the purposes of Disclosure
Guidance and Transparency Rule (DTR) 4.1.5R.

Statutoryinformation contained elsewhere inthe Annual Report
As permitted by legislation, the Group has chosen toinclude certain mattersinits Strategic report that would otherwise be required to be included

inthe Directors'report, as the Board considers themto be of strategic importance. The Strategic report can be found on pages 1 to 60.

Otherinformationthatis relevant to the Directors' report, and whichis incorporated by reference into this report, can be located as follows:

Information Pages
Future developments 24t027
Stakeholder engagement 30to41l
Streamlined energy and carbon reporting statement 34
Corporate governance statement 65to 74
Section 172 statement 42t043
Risk andrisk management 48to 49
Statement of Directors' responsibilities 99

Disclosures required pursuant to Listing Rule 9.8.4R can be found on the following pages:

Listing Rule Listing Rule requirement Disclosure

9.8.4(1) Interest capitalised by the Group and any related tax relief Not applicable

9.8.4(2) Unaudited financial information (LR 9.2.18 R) Strategicreportpage 1to 60

9.8.4(4) Long-termincentive schemes (LR9.4.3R) Directors' Remunerationreport
pages 86

9.8.4(5) Directors' waivers of emoluments Not applicable

9.8.4(6) Directors' waivers of future emoluments Not applicable

9.8.4(7) Non pre-emptive issues of equity for cash Not applicable

9.8.4(8) Non pre-emptive issues for cash by any unlisted major subsidiary undertaking Not applicable

9.8.4(9) Parent company participationin a placing by a listed subsidiary Not applicable

9.8.4(10) Contract of significance in which a Director is or was materially interested Not applicable

9.8.4(11) Contract of significance between the Company (or one of its subsidiaries) and a controlling shareholder Not applicable

9.8.4(12) Waiver of dividends by a shareholder Directors'report page 97

9.8.4(13) Waiver of future dividends by a shareholder Directors'report page 97

9.8.4(14) Board statementin respect of relationship agreement with the controlling shareholder Not applicable

Non-financial information statement

In addition to the above referenced sections of the Annual Report, the Section 172 statement and non-financialinformation sections of the Annual Report

setoutonpages 42 to 43 areintended to help stakeholders understand the Group's development, performance andimpact of its activities, information
relating to the environment, employee, social, respect for human rights, anti-corruption and anti-bribery matters in accordance with the non-financial
reporting requirements contained in sections 414CA and 414CB of the Companies Act 2006.

Results and dividend

The financial statements set out the Group's results for the year ended 31 July 2021 and are containedin pages 106 to 127. The Group's profit after tax
for the financial year ended 31 July 2021 of £19.1m (2020: loss after tax of £2.2m) is reported in the Consolidated statement of comprehensive Income
onpage 106.

The strength of the Group's balance sheet, coupled with the robust trading experienced since our showrooms opened in April, provided the Board with
the confidence to recommence dividends during the year with an interim dividend of 3.0p per share paidin July 2021. The Board is recommending a final
dividend of 7.0p per ordinary share, which together with the interim dividend, results in a full-year dividend of 10.0p. This dividend, if approved, will be paid
on 10 December 2021 to shareholders onthe register on 12 November 2021. The ex-dividend date is 11 November 2021.

Movementsinreserves are shown inthe Consolidated statement of changes in equity on page 108.

Articles of Association
The Company's Articles of Association may only be amended by special resolution at a general meeting of the shareholders.



Share capital
Details of the Company'sissued share capital are shown in note 9 to the financial statements on page 133.

The Company has one class of ordinary shares which carry no fixed income. Each share carries the right to one vote at general meetings. The ordinary shares
arelisted on the Official List and are traded on the London Stock Exchange. No person has any special rights over the Company's share capital and allissued
shares are fully paid. There are norestrictions onvoting rights or the transfer of securities in the Company and the Directors are not aware of any agreements
between holders of the Company's shares that may result in such restrictions.

Details of outstanding employee share options and the operation of relevant schemes are shown in note 22 to the financial statements on pages 125to 126.

Authority to purchase shares
The Company was authorised by shareholders at the 2020 AGM to purchase in the market up to 10% of the Company's issued share capital, as permitted
underthe Company's Articles of Association. A renewal of this authority willbe proposed at the 2021 AGM.

Employee Benefit Trust

The Company established the ScS Group plc Employee Benefit Trust (EBT) with Sanne Fiduciary Services Limited as the Trusteesin Jersey in January 2015.
The purpose of the EBT continues to be to hold shares in trust in connection with the Group's share incentive schemes. During the financial year to 31 July
2021, the Trust purchased 200,000 ordinary shares of £0.001 eachinthe Group at an average price of 204.4p per ordinary share, of which 19,861 were used
to satisfy awards. The EBT has waived any dividends which it may be entitled to receive in respect of ordinary shares held by it and has also agreed to waive
voting rights to such shares. 257,414 ordinary shares in the Group remained held as treasury shares at 31 July 2021.

Significant agreements-change of control

The Companyis not party to any significant agreements that would take effect, alter or terminate upon a change in control of the Company following a
takeover. The Directors are not aware of any agreements between the Company and its Directors and employees that provide for compensation for loss
of office or employment that occurs following a takeover bid, except that provisions of the Company's share plans may cause options and awards granted
under such plans to vest on atakeover.

Directors and theirinterests

Details of the Directors of the Company as at 31 July 2021 are shown on pages 62 to 63 and their interests in shares and share awards made to them under
share incentive schemes in the Company are shownin the Directors' Remuneration report on page 87, all of which form part of this report. There have been
no changes inthe Board of the Company since that date.

The appointment and replacement of Directors is governed by the Company's Articles of Association, the UK Corporate Governance Code, the Companies Act
2006 and related legislation. Allthe Directors will seek re-election at the AGM. A Director may be appointed by ordinary resolution of the shareholders or by the
Board. The Board may from time to time appoint a Director tofillavacancy or as anadditional Director, provided that the individual seeks electionat the next AGM.

The Directors of the Company who were in office during the year and up to the date of signing the financial statements unless otherwise stated were:
Alan Smith Non-Executive Chair

George Adams Non-Executive Director

RonMcMillan Non-Executive Director

Angela Luger Non-Executive Director

David Knight Chief Executive Officer (Resigned 31 July 2021)
Steve Carson Chief Executive Officer (Appointed 6 January 2021)
Chris Muir ChiefFinancial Officer

Subject to provisions of the Companies Act 2006, the Company's Articles of Association, and to any directions given by special resolution, the business of
the Company shallbe managed by the Board, which may exercise allthe powers of the Company.

Directors’indemnities

As permitted by the Company's Articles of Association, the Directors have the benefit of anindemnity which is applicable in certain circumstances.

The Company also purchased and maintains Directors'and Officers' liability insurance. Both the insurance and indemnities applied throughout the financial
year ended 31 July 2021 and through to the date of this report.

Employeeinvolvement

The Group's policy is to actively involve its employees in the business and to ensure that matters of concern to them, including the aims and objectives and
the financial and economic factors whichimpact thereon, are communicatedin an open and regular manner. This is achieved principally through three sales
conferences (either physically or virtually) held at meaningful times during the year, supported by regular senior management meetings and briefings, both
onanational andregional basis, and a comprehensive weekly newsletter which is made available to allemployees. During the year the annual employee
engagement survey was carried out and our designated Non-Executive Workforce Engagement Director, George Adams, held the Directors discussion
group meetings virtually in which colleagues from across the business were able to share their thoughts and opinions. The feedback from the Directors
discussion group meetings s reported at Board meetings and given due considerationin relation to decisions taken by the Board.

We also encourage colleagues to become involved in the financial performance of our business through a variety of share and bonus schemes. Employee
engagementis considered further within our the Section 172 statement on page 42 to 43.

Our Code of Conduct which applies across the Group sets out the standard of behaviour expected of all of our people and includes guidance on policies
such as anti-bribery, conflicts of interest and whistle-blowing procedures. We have a zero-tolerance approach to bribery and provide our colleagues with the
ability to raise concerns regarding misconduct via an independent and confidential whistle-blowing service.
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Equal opportunities

The Groupis committed to providing equality of opportunity to employees and potential employees. This applies to recruitment, training, career
development and promotion for allemployees, regardless of physical ability, gender, sexual orientation, religion, age or ethnic origin. Full and fair
considerationis given to employment applications by disabled persons wherever suitable opportunities exist, having regard to their particular aptitudes
and abilities. Training and career development support is provided where appropriate. Should an employee become disabled, efforts are made to ensure
their continued employment with the Group, with re-training being provided if necessary.

Charitable and political donations
During the year, the Group made charitable donations, including funds raised by employees, of £60,000 (2020: £66,000). No political donations,
expenditure or contributions have been made orincurred (2020: €nil).

Going concern
Having considered the Group's current trading and cash flow generation, including severe but plausible stress testing scenarios, the Directors have
concluded thatitis appropriate to prepare the Group financial statements on a going concernbasis.

Majorinterestinshares
As at 14 September 2021 the following shareholders have notified the Company of their interest in 3% or more of the Company'sissued share capital:

Number of % of issued Number of % of issued

shares held share capital shares held share capital
M&G Investment Management 4,595,529 12.09 Fidelity International 1,706,618 4.49
Artemis Investment Management 4,243,686 11.16 SCION Asset Management 1,700,000 4.47
Tellworth Investments 3,945,571 10.38 Huntington Management 1,642,148 4.32
Stadium Capital Management 1,846,677 4.86 Mr David Knight 1,528,615 4.02
Premier Miton Investors 1,719,766 4.52

Annual General Meeting
Anotice convening the Company's Annual General Meeting on 26 November 2021 will be issued to shareholders separately.

Auditors
The Group's independent auditors, PricewaterhouseCoopers LLP (PwC), have indicated their willingness to continue in office and the Audit Committee
has recommended that PwC remain in office. A resolution to re-appoint PwC as auditors will be put to the members at the Annual General Meeting.

Sofaras the Directors are aware, there is no relevant audit information of which the auditors are unaware. The Directors have taken all steps that they ought
to have taken as Directors to make themselves aware of any relevant audit information and to establish that the auditors are aware of that information.

By order of the Board
Richard Butts

Company Secretary
4 October 2021



Statement of Directors’ responsibilities in respect of the financial statements

The Directors are responsible for preparing the Annual Report
and the financial statements in accordance with applicable law
and regulation.

Company law requires the Directors to prepare financial
statements for each financial year. Under that law the Directors
have prepared the Group financial statements in accordance
with international accounting standards in conformity with

the requirements of the Companies Act 2006 and the
Company financial statements in accordance with United
Kingdom Generally Accepted Accounting Practice (United
Kingdom Accounting Standards, comprising FRS 101 'Reduced
Disclosure Framework', and applicable law). Additionally,

the Financial Conduct Authority's Disclosure Guidance and
Transparency Rules require the Directors to prepare the Group
financial statements in accordance with international financial
reporting standards adopted pursuant to Regulation (EC) No
1606/2002 as it appliesin the European Union.

Under company law, Directors must not approve the financial
statements unless they are satisfied that they give a true and
fair view of the state of affairs of the Group and Company and
ofthe profit or loss of the Group for that period. In preparing
the financial statements, the Directors are required to:

— select suitable accounting policies and then apply
them consistently;

— state whether applicable international accounting
standards in conformity with the requirements of the
Companies Act 2006 and international financial reporting
standards adopted pursuant to Regulation (EC) No
1606/2002 as it applies in the European Union have been
followed for the Group financial statements and United
Kingdom Accounting Standards, comprising FRS 101 have
been followed for the Company financial statements,
subject to any material departures disclosed and explained
in the financial statements;

— makejudgements and accounting estimates that are
reasonable and prudent; and

— prepare the financial statements on the going concern
basis unlessitisinappropriate to presume that the Group
and Company will continue in business.

The Directors are also responsible for safeguarding the assets
ofthe Group and Company, and hence, for taking reasonable
steps for the prevention and detection of fraud and other
irregularities.

The Directors are responsible for keeping adequate
accounting records that are sufficient to show and explain
the Group's and company's transactions and disclose with
reasonable accuracy at any time the financial position of the
Group and Company and enable themto ensure that the
financial statements and the Directors' Remuneration report
comply with the Companies Act 2006.

The Directors are responsible for the maintenance and
integrity of the company's website. Legislationin the United
Kingdom governing the preparation and dissemination of
financial statements may differ fromlegislationin other
jurisdictions.

Directors’ confirmations

Each ofthe Directors, whose names and functions are listed in

the Board of Directors section confirm that, to the best of their

knowledge:

— the Group financial statements, which have been prepared
inaccordance withinternational accounting standards
in conformity with the requirements of the Companies
Act 2006 andinternational financial reporting standards
adopted pursuant to Regulation (EC) No 1606/2002 as it
appliesin the European Union, give a true and fair view
ofthe assets, liabilities, financial position and profit of
the group;

— the Company financial statements, which have been
preparedinaccordance with United Kingdom Accounting
Standards, comprising FRS 101, give a true and fair view
of the assets, liabilities, financial position and profit of the
Company; and

— theDirectors' Reportincludes a fair review of the
development and performance of the business and
the position of the Group and Company, together with
adescription of the principal risks and uncertainties that
itfaces.

By order of the Board
Richard Butts

Company Secretary
4 October 2021
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Financial Statements

Independent auditors’ report to the members of ScS Group plc

Report on the audit of the financial statements

Opinion

Inour opinion:

— ScS Group plc's group financial statements and company financial statements (the "financial statements") give a true and fair view of the state of
the group's and of the company's affairs as at 31 July 2021 and of the group's profit and the group's and company's cash flows for the 53 week period
(the "year") then ended;

— the group financial statements have been properly prepared in accordance with international accounting standards in conformity with the requirements
of the Companies Act 2006;

— the company financial statements have been properly preparedin accordance with United Kingdom Generally Accepted Accounting Practice
(United Kingdom Accounting Standards, comprising FRS 101 “"Reduced Disclosure Framework", and applicable law); and

— thefinancial statements have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements, included within the Annual Report, which comprise: the Consolidated and Company statement's of financial
positionasat 31 July 2021; the Consolidated statement of comprehensive income, the Consolidated and company statement's of cash flows, and

the Consolidated and Company statement's of changes in equity for the period then ended; and the notes to the financial statements, which include

a description of the significant accounting policies.

Our opinionis consistent with our reporting to the Audit Committee.

Separate opinioninrelation to international financial reporting standards adopted pursuant to Regulation (EC) No 1606/2002
asitappliesinthe EuropeanUnion

As explainedin note 2 to the financial statements, the group, in addition to applying international accounting standards in conformity with the requirements
ofthe Companies Act 2006, has also applied international financial reporting standards adopted pursuant to Regulation (EC) No 1606/2002 as it appliesin
the European Union.

Inour opinion, the group financial statements have been properly preparedin accordance with international financial reporting standards adopted pursuant
to Regulation (EC) No 1606/2002 as it applies in the European Union.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) ("ISAs (UK)") and applicable law. Our responsibilities under ISAs (UK)
are further describedin the Auditors' responsibilities for the audit of the financial statements section of our report. We believe that the audit evidence
we have obtained s sufficient and appropriate to provide a basis for our opinion.

Independence

We remained independent of the group in accordance with the ethical requirements that are relevant to our audit of the financial statementsinthe UK,
whichincludes the FRC's Ethical Standard, as applicable tolisted public interest entities, and we have fulfilled our other ethical responsibilities in accordance
withthese requirements.

Tothe best of our knowledge and belief, we declare that non-audit services prohibited by the FRC's Ethical Standard were not provided.

Otherthanthose disclosedin Note 4 to the financial statements, we have provided no non-audit services to the company or its controlled undertakings
inthe period under audit.

Ourauditapproach

Overview

Audit scope

—  We performed an audit of the complete financial information of the Group's trading entity A Share & Sons Limited, the only componentin scope
for SCS Group plc.

—  Thetiming of the audits for the statutory accounts for the Group, Company and the subsidiary companies took place at the same pointin time and,
as such, as at the date of this opinion we have audited all material balances across the Group.

Key audit matters
— Impairment of assetsinrelation to loss making stores (group)
— Impact of COVID-19 (group and parent)

Materiality

— Overall group materiality: £2,650,000 (2020: £2,000,000) based on 1% of revenue, capped at 20% of three year average profit/(loss) before tax
(2020: 1% of revenue, capped at 20% of five year average (loss)/profit before tax).

— Overallcompany materiality: £705,000 (2020: £702,000) based on 1% of total assets.

— Performance materiality: £1,987,500 (group) and £529,000 (company).



The scope of our audit

As part of designing our audit, we determined materiality and assessed the risks of material misstatementin the financial statements.

Key audit matters

Key audit matters are those matters that, in the auditors' professional judgement, were of most significance in the audit of the financial statements of the
current period and include the most significant assessed risks of material misstatement (whether or not due to fraud) identified by the auditors, including
those which had the greatest effect on: the overall audit strategy; the allocation of resources in the audit; and directing the efforts of the engagement team.
These matters, and any comments we make on the results of our procedures thereon, were addressed in the context of our audit of the financial statements
as awhole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters.

Thisis notacomplete list of all risks identified by our audit.

Transition to IFRS 16 and recognition of right of use assets and lease liabilities (Group) and Carrying value of Investments in subsidiaries (Company), which
were key audit matters last year, are no longer included because of this being the year after IFRS 16 adoption meaning the transition to the new standardis
nolonger a significant risk, and the carrying value of investment in subsidiaries risk has reduced due to the improved market capitalisation of ScS Group plc,
whichisindicative of the group's value, and the return to profitin the year which provides sufficient headroom on the value in use calculation. Otherwise,

the key audit matters below are consistent with last year.

Key audit matter

How our audit addressed the key audit matter

Impairment of assets in relation to loss making stores (group)

Refer to pages 78 (Audit Committee Report), 115 (Critical
accounting estimates and assumptions —Impairment of
property, plant and equipment and right-of-use assets)
and 116 (Note 5—Operating exceptional items included
within administrative expenses).

ScS Group plchas 100 stores at year end. The nature
ofthe business is such that, when all costs have been
allocated on a store by store basis, some stores fixed
assets andright of use assets are not covered by the
present value of its future cash flows. This givesrise to
potentialimpairment of the assets. Where thereis an
indicator ofimpairment in a store's value management
test the carrying value of assets by reference to the
future discounted cashflows that the store is expected
togenerate. Managementhave usedEBITDA asa

proxy for cashflows, exclusive of rent repayments.

We recognise that there are a number ofjudgements
involvedin the impairment of asset calculation, including
forecasting of future results, length of leases, allocation
of costs and use of an appropriate discount rate. As such,
the judgementsinvolvedintheimpairment of assets
calculation were an area of focus. Management have
calculated animpairment reversal of £4.2m, which has
beentreated as an exceptionalitemin the Statement

of comprehensive income.

We obtained the impairment workings from management and checked their arithmetical accuracy.
We agreed allocation of fixed assets on a sample basis by vouching to invoice. We assessed the store
by store allocation of revenue and direct costs for reasonableness by comparing to previous year
actual's. We agreed that central costs had been allocated on areasonable basis to the underlying
stores, and allmaterial costs had been allocated. We agreed that the rental charge was correctly
excluded fromthe stores EBITDA. There were noissues noted with the underlying data usedin
calculating the impairment provision.

Management's assessment of which stores were at risk of impairment were based on the
forecasted future performance of individual stores in the group's portfolio. We agreed the FY22
forecast results usedin the asset impairment calculation were consistent with board approved
budgets. We assessed the reasonableness of the assumptions usedin the calculation and
performed sensitivities where appropriate. This included, but was not limited to, assessment

of discount rate and store growth rates with reference to the macro-economic and industry
predictions. We concluded that the level ofimpairment of fixed assets and right of use assets

in the store portfolio was materially correct.

We assessed the reasonableness of the impairment reversal being treated as an exceptional item
withinthe Statement of comprehensive income and agreed as reasonable based on the nature
and magnitude of the impairment reversal. We have assessed completeness and accuracy of the
related disclosures within the financial statements. We are satisfied the assumptions made by
management in determining the assetimpairment and the related disclosures in the financial
statements are appropriate.
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Independent auditors’ report to the members of ScS Group plc continued

Key audit matter How our audit addressed the key audit matter

Impact of COVID-19 (group and parent)

Refer to page 78 (Audit Committee Report). We have considered the carrying value of the Groups fixed assets, including right of use assets,
inrelation toloss making stores within the specific key audit matter; Impairment of assets inrelation

The ongoing and evolving COVID-19 pandemicis toloss making stores. We have re-evaluated our risk assessment, including the going concern risk

having a significantimpact on the global economy and ofthe Group.

the UK economyin which the Group operates. Thereis
significant uncertainty as to what the lasting impact of Based onmanagement's assessment and our audit procedures thereon as described below,
the pandemic willbe on the economy. Managementhave we consider our original risk assessment to remain appropriate and therefore do not consider

considered the potentialimpact on the Group of the going concernto be aheightened risk for the Group. In assessingmanagement's consideration
ongoing COVID-19 pandemic. Inrelation to the on-going  of the ability of the Group to continue as a going concern, we have undertaken the following
application of controls, processes and governance, audit procedures:
management have not observedasignificantimpactto  — We obtained from management their latest forecasts that support the Board's assessmentand
the running of the business since lockdown measures conclusions with respect to the going concern basis of preparation of the financial statements.
were firstintroduced in the UK in March 2020 and —  Weassessed the management accounts for the financial year to date and checked that these
through subsequent restrictions. were consistent with the starting point of management's forecasts.

— Wealso checked the arithmetical accuracy of management's forecasts.
Inrelation to the Group's going concern assessment, —  Weevaluated management's Board approved budget and cashflow forecast and severe yet
management have adjusted the cash flow forecasts plausible downside scenario for the period to October 2022.
for the period to October 2022 to reflect a severe — Wechallengedthe adequacy and appropriateness of the underlying assumptions and significant
but plausible downside scenario resulting from the forecast cashflows.
consequences of COVID-19. Having takenintoaccount ~ — Weunderstood the mitigating actions taken by management to date, and confirmed the
these models, together with the current level of cash and available mitigating actions in management's model are within their controland can be taken
other facilities available to the group, and with arobust onatimelybasis, if needed.
assessment of planned and possible mitigatingactions, — Weevaluated the level of forecast liquidity and forecast compliance with the bank facility
management has concluded that the Group remains covenants, and agreed to source documentation.

agoingconcern.
Our findings and conclusions in respect of going concern are set outin the 'Going concern' section
Management has described its going concern and below. We have evaluated management's disclosuresin the financial statementsinrelation to
viability assessment on page 60 of the annual report. COVID-19 and are satisfied that they are consistent with the risks affecting the Group, theirimpact
assessment and the procedures that we have performed. We have also considered the impact of
remote working oninternal control environment and having nothing to report.

How we tailored the audit scope
We tailored the scope of our audit to ensure that we performed enough work to be able to give an opinion on the financial statements as a whole, takinginto
account the structure of the group and the company, the accounting processes and controls, and the industry in which they operate.

As part of designing our audit, we determined materiality and assessed the risks of material misstatement in the financial statements. In particular, we
looked at where the directors made subjective judgements, for example in respect of significant accounting estimates that involved making assumptions
and considering future events that are inherently uncertain. As in all of our audits we also addressed the risk of management override of internal controls,
including evaluating whether there was evidence of bias by the directors that represented a risk of material misstatement due to fraud.

Materiality

The scope of our audit was influenced by our application of materiality. We set certain quantitative thresholds for materiality. These, together with qualitative
considerations, helped us to determine the scope of our audit and the nature, timing and extent of our audit procedures on the individual financial statement
line items and disclosures andin evaluating the effect of misstatements, both individually and in aggregate on the financial statements as awhole.

Based on our professional judgement, we determined materiality for the financial statements as a whole as follows:

Financial statements-group Financial statements -company

Overall materiality £2,650,000(2020: £2,000,000). £705,000(2020: £702,000).

Howwedeterminedit 1% of revenue, capped at 20% of three year average profit/(loss) 1% of total assets
before tax (2020: 1% of revenue, capped at 20% of five year
average (loss)/profit before tax).

Rationale for Based on our professional judgement and our knowledge of the Based on our professional judgement and our knowledge of
benchmark applied client, materiality was based on 1% of revenue whichis astandard  the client our materiality was based on 1.0% (2020: 1.0%) of
materiality benchmark particularly inlow margin businesses such  total assets. We used this as the benchmark for our materiality
as ScS Group plc. However itisimportant that we are mindful of calculations due to the entity being a holding company with
our materiality levelin the context of the businesses profitability.  limited activity and our judgement around what would affect
Consequently we capped the materiality level applied at 20% of the decisions of the members.
the three year average profit/(loss) before tax.

The materiality allocated to A Share and Sons Limited was £2,500,000, this was the only componentin scope.



We use performance materiality to reduce to an appropriately low level the probability that the aggregate of uncorrected and undetected misstatements
exceeds overall materiality. Specifically, we use performance materiality in determining the scope of our audit and the nature and extent of our testing

of account balances, classes of transactions and disclosures, for example in determining sample sizes. Our performance materiality was 75% of overall
materiality, amounting to £1,987,500 for the group financial statements and £529,000 for the company financial statements.

In determining the performance materiality, we considered a number of factors —the history of misstatements, risk assessment and aggregation risk and
the effectiveness of controls —and concluded that an amount at the upper end of our normal range was appropriate.

We agreed with the Audit Committee that we would report to them misstatements identified during our audit above £132,500 (group audit) (2020: £100,000)
and £35,000 (company audit) (2020: £35,000) as well as misstatements below those amounts that, in our view, warranted reporting for qualitative reasons.

Conclusionsrelating to going concern

Our evaluation of the directors'assessment of the group's and the company's ability to continue to adopt the going concern basis of accounting included:

— Obtaining management forecasts for the period to October 2022 and evaluating management's downside scenarios, including a severe but plausible
scenario, and challenging their appropriateness and underlying assumptions;

— Evaluatingthe level of forecast liquidity and forecast compliance with the bank facility covenants.

Based on the work we have performed, we have not identified any material uncertainties relating to events or conditions that, individually or collectively,
may cast significant doubt on the group's and the company's ability to continue as a going concern for a period of at least twelve months from when the
financial statements are authorised forissue.

Inauditing the financial statements, we have concluded that the directors' use of the going concern basis of accounting in the preparation of the financial
statementsis appropriate.

However, because not all future events or conditions can be predicted, this conclusionis not a guarantee as to the group's and the company's ability to
continue as a going concern.

Inrelationto the directors' reporting on how they have applied the UK Corporate Governance Code, we have nothing material to add or draw attention to
inrelation to the directors' statement in the financial statements about whether the directors considered it appropriate to adopt the going concern basis
of accounting.

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the relevant sections of this report.

Reporting onotherinformation

The otherinformation comprises all of the informationin the Annual Report other than the financial statements and our auditors' report thereon.
Thedirectors areresponsible for the other information. Our opinion on the financial statements does not cover the other information and, accordingly,
we do not express an audit opinion or, except to the extent otherwise explicitly stated in this report, any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so, consider whether the other
information is materially inconsistent with the financial statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated.
If we identify an apparent material inconsistency or material misstatement, we are required to perform procedures to conclude whether there is a material
misstatement of the financial statements or a material misstatement of the other information. If, based on the work we have performed, we conclude that
there is a material misstatement of this other information, we are required to report that fact. We have nothing to report based on these responsibilities.

Withrespectto the Strategic report and Directors' Report, we also considered whether the disclosures required by the UK Companies Act 2006 have
beenincluded.

Based on our work undertakenin the course of the audit, the Companies Act 2006 requires us also to report certain opinions and matters as described below.

StrategicReportandDirectors’ Report
Inour opinion, based on the work undertakenin the course of the audit, the information givenin the Strategic Report and Directors' Report for the year
ended 31 July 2021 is consistent with the financial statements and has been prepared in accordance with applicable legal requirements.

Inlight of the knowledge and understanding of the group and company and their environment obtained in the course of the audit, we did not identify any
material misstatements inthe Strategic report and Directors' Report.
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Independent auditors’ report to the members of ScS Group plc continued

Directors’ Remuneration
Inour opinion, the part of the Directors' Remuneration Report to be audited has been properly prepared in accordance with the Companies Act 2006.

Corporate governance statement

The Listing Rules require us to review the directors' statementsin relation to going concern, longer-term viability and that part of the corporate governance
statement relating to the company's compliance with the provisions of the UK Corporate Governance Code specified for our review. Our additional
responsibilities with respect to the corporate governance statement as other information are described in the Reporting on other information section
ofthisreport.

Based onthe work undertaken as part of our audit, we have concluded that each of the following elements of the corporate governance statement is materially
consistent with the financial statements and our knowledge obtained during the audit, and we have nothing material to add or draw attention toin relation to:
— Thedirectors' confirmation that they have carried out arobust assessment of the emerging and principal risks;

— Thedisclosuresin the Annual Report that describe those principal risks, what procedures are in place to identify emerging risks and an explanation of how
these are beingmanaged or mitigated;

— Thedirectors' statementin the financial statements about whether they considered it appropriate to adopt the going concern basis of accountingin
preparing them, and their identification of any material uncertainties to the group's and company's ability to continue to do so over a period of at least
twelve months from the date of approval of the financial statements;

— Thedirectors' explanation as to their assessment of the group's and company's prospects, the period this assessment covers and why the periodis
appropriate; and

— Thedirectors' statement as to whether they have areasonable expectation that the company will be able to continue in operation and meet its liabilities
as they fall due over the period of its assessment, including any related disclosures drawing attention to any necessary qualifications or assumptions.

Our review of the directors' statement regarding the longer-term viability of the group was substantially less in scope than an audit and only consisted of
makinginquiries and considering the directors’ process supporting their statement; checking that the statementis in alignment with the relevant provisions
ofthe UK Corporate Governance Code; and considering whether the statementis consistent with the financial statements and our knowledge and
understanding of the group and company and their environment obtained in the course of the audit.

Inaddition, based on the work undertaken as part of our audit, we have concluded that each of the following elements of the corporate governance

statementis materially consistent with the financial statements and our knowledge obtained during the audit:

— Thedirectors' statement that they consider the Annual Report, taken as awhole, is fair, balanced and understandable, and provides the information
necessary for the members to assess the group's and company's position, performance, business model and strategy;

— Thesection of the Annual Report that describes the review of effectiveness of risk management and internal control systems; and

— Thesection of the Annual Report describing the work of the Audit Committee.

We have nothing to reportin respect of our responsibility to report when the directors' statement relating to the company's compliance with the Code does
not properly disclose a departure from arelevant provision of the Code specified under the Listing Rules for review by the auditors.

Responsibilities for the financial statements and the audit

Responsibilities of the directors for the financial statements

As explained more fully in the Statement of Directors' responsibilities in respect of the financial statements, the directors are responsible for the preparation
ofthe financial statements in accordance with the applicable framework and for being satisfied that they give a true and fair view. The directors are
alsoresponsible for suchinternal control as they determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

Inpreparing the financial statements, the directors are responsible for assessing the group's and the company's ability to continue as a going concern,
disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless the directors either intend to liquidate
the group or the company or to cease operations, or have no realistic alternative but to do so.

Auditors’ responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as awhole are free from material misstatement, whether due
tofraud or error, and toissue an auditors' report that includes our opinion. Reasonable assurance is a high level of assurance, butis not a guarantee thatan
audit conducted in accordance with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered materialif, individually orin the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of
these financial statements.

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures in line with our responsibilities, outlined
above, to detect material misstatementsinrespect of irregularities, including fraud. The extent to which our procedures are capable of detecting
irregularities, including fraud, is detailed below.



Based on our understanding of the group and industry, we identified that the principal risks of non-compliance with laws and regulations related to
Companies Act 2006 and the Listing Rules, and we considered the extent to which non-compliance might have a material effect on the financial statements.
We evaluated management's incentives and opportunities for fraudulent manipulation of the financial statements (including the risk of override of controls),
and determined that the principal risks were related to posting inappropriate journal entries to understate revenue or the company's EBITDA. Audit
procedures performed by the engagement team included:
— Discussions with management, including consideration of known or suspected instances of non-compliance with laws and regulations and fraud;
— Review of board minutes;
— Review of legal expenditure in the year to identify potential non-compliance with laws and regulation;
— Evaluation of management's controls designed to prevent and detect irregularities and fraud, such as whistleblowing controls;
— ldentifying and testingjournal entries, in particular any journal entries posted with unusual account combinations; and
— Challenging assumptions and judgements made by management in their significant accounting estimates, in particular stock provisions, impairment

of assets and consideration of the impact of COVID-19 on going concern

There areinherent limitations in the audit procedures described above. We are less likely to become aware of instances of non-compliance with laws
andregulations that are not closely related to events and transactions reflected in the financial statements. Also, the risk of not detecting a material
misstatement due to fraudis higher than the risk of not detecting one resulting from error, as fraud may involve deliberate concealment by, for example,
forgery orintentional misrepresentations, or through collusion.

Our audit testing might include testing complete populations of certain transactions and balances, possibly using data auditing techniques. However,

it typically involves selecting alimited number of items for testing, rather than testing complete populations. We will often seek to target particular items
for testing based on their size or risk characteristics. In other cases, we will use audit sampling to enable us to draw a conclusion about the population from
whichthe sampleis selected.

Afurther description of our responsibilities for the audit of the financial statements is located on the FRC's website at: www.frc.org.uk/
auditorsresponsibilities. This description forms part of our auditors' report.

Useofthisreport

This report, including the opinions, has been prepared for and only for the company's members as a body in accordance with Chapter 3 of Part 16 of the
Companies Act 2006 and for no other purpose. We do not, in giving these opinions, accept or assume responsibility for any other purpose or to any other
person to whom this reportis shown or into whose hands it may come save where expressly agreed by our prior consent in writing.

Other required reporting

Companies Act 2006 exceptionreporting

Under the Companies Act 2006 we are required to report to youif, in our opinion:

— we have not obtained all the information and explanations we require for our audit; or

— adequate accounting records have not been kept by the company, or returns adequate for our audit have not been received from branches not visited
by us; or

— certaindisclosures of directors' remuneration specified by law are not made; or

— the company financial statements and the part of the Directors' Remuneration Report to be audited are not in agreement with the accounting records
andreturns.

We have no exceptions to report arising from this responsibility.

Appointment

Following the recommendation of the Audit Committee, we were appointed by the directors on 3 November 2009 to audit the financial statements for the
year ended 31 July 2009 and subsequent financial periods. The period of total uninterrupted engagement is 13 years, covering the years ended 31 July 2009
to 31 July 2021. The audit went out to competitive tender for the year end 27 July 2019 and we were reappointed as auditors on 21 November 2018.

Andy Ward

(Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Newcastle

4 October 2021
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Consolidated statement of comprehensive income
For the year ended 31 July 2021

53 weeks ended

52 weeks ended

31 July 2021 25 July 2020
Note €000 £000
Gross sales 3 324,519 268,119
Revenue 3 310,566 255,491
Cost of sales (163,579) (135,911)
Gross profit 146,987 119,580
Distribution costs (18,680) (16,988)
Administrative expenses (101,534) (101,873)
Operating profit 4 26,773 719
Analysed as:
Underlying operating profit 22,531 4,708
Operating exceptional items included within administrative expenses 5 4,242 (3,989)
Operating profit 26,773 719
Finance costs 7 (4,180) (4,195)
Financeincome 8 81 355
Net finance costs (4,099) (3,840)
Profit/(loss) before taxation 22,674 (3,121)
Income tax (charge)/credit 9 (3,610) 898
Profit/(loss) for the year 19,064 (2,223)
Attributable to:
Owners of the parent
Profit/(loss) and total comprehensive income/(expense) for the year 19,064 (2,223)
Earnings/(loss) per share (expressed in pence per share):
Basic earnings/(loss) per share (pence) 10 50.4p (5.8p)
Diluted earnings/(loss) per share (pence) 10 48.6p (5.8p)

Allamounts relate to continuing operations.

There are no other sources of comprehensive income/(expense).




Consolidated statement of financial position
As at 31 July 2021

Asat31July2021 Asat25July2020

Note €000 £000
Non-current assets
Intangible assets 11 2,243 2,358
Property, plant and equipment 12 18,381 17,209
Right-of-use assets 13 102,630 118,499
Deferredtax asset 18 2,024 722
Total non-current assets 125,278 138,788
Current assets
Inventories 14 17,328 18,207
Trade and other receivables 15 4,947 4,804
Currentincome tax receivable - 358
Cashand cash equivalents 87,650 82,282
Total current assets 109,925 105,651
Total assets 235,203 244,439
Current liabilities
Currentincome tax liabilities 1,171 -
Trade and other payables 16 71,818 81,169
Provisions 19 488 125
Lease liabilities 13 22,693 24,167
Total current liabilities 96,170 105,461
Non-current liabilities
Trade and other payables 17 - 137
Provisions 19 1,155 1,084
Lease liabilities 13 93,368 112,253
Total non-current liabilities 94,523 113,474
Total liabilities 190,693 218,935
Capital and reserves attributable to the owners of the parent
Share capital 20 38 38
Share premium 20 16 16
Capital redemptionreserve 15 15
Treasury reserve 28 (549) (182)
Merger reserve 25,511 25,511
Retained earnings 19,479 106
Equity attributable to the owners of the parent 44,510 25,504
Total equity 44,510 25,504
Total equity and liabilities 235,203 244,439

Thenotes onpages 110to 127 are anintegral part of these consolidated financial statements.
The financial statements on pages 106 to 127 were approved by the Board and authorised for issue on 4 October 2021 and signed onits behalfby:
Steve Carson

Chief Executive Officer
ScS Group plc: Registered number 03263435
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Consolidated statement of changes in equity

For the year ended 31 July 2021

Capital

Share Share redemption Merger Treasury Retained Total

capital premium reserve reserve reserve earnings equity

£000 £000 £'000 £'000 £000 £000 £000
At 28 July 2019 40 16 13 25,511 (91) 17,407 42,896
Impact of change in accounting policy - - - - - (5,826) (5,826)
Taximpact of change in accounting policy - - - - - 990 990
Balance at 28 July 2019 (restated) 40 16 13 25,511 (91) 12,571 38,060
Loss and total comprehensive expense - - - - - (2,223) (2,223)
Share-based payment credit (note 22) - - - - - (818) (818)
Purchase of own shares - - - - - (4,425) (4,425)
Treasury shares (note 28) - - - - (91) (663) (754)
Cancellation of repurchased shares (2) - 2 - - - -
Dividend paid (note 21) - - - - (4,336) (4,336)
At 25 July 2020 38 16 15 25,511 (182) 106 25,504
At 26 July 2020 38 16 15 25,511 (182) 106 25,504
Profit and total comprehensive income - - - - - 19,064 19,064
Share-based payment charge (note 22) - - - - - 1,450 1,450
Purchase of treasury shares (note 28) - - - - (410) - (410)
Sale of treasury shares (note 28) - - - - 43 (8) 35
Dividend paid (note 21) - - - - - (1,133) (1,133)
At 31 July 2021 38 16 15 25,511 (549) 19,479 44,510




Consolidated statement of cash flows
For the year ended 31 July 2021

53 weeks ended

52 weeks ended

31July 2021 25 July 2020

Note £000 £000
Cash flows from operating activities
Profit/(loss) before taxation 22,674 (3,121)
Adjustments for:
Depreciation of property, plant and equipment 12 3,980 4,847
Depreciation of right-of-use assets 13 21,149 22,787
Amortisation ofintangible assets 11 865 647
Impairment (reversal)/charge on non-current assets 5 (4,242) 3,376
Share-based payment charge/(credit) 22 1,450 (818)
Finance costs 7 4,180 4,195
Financeincome 8 (81) (355)

49,975 31,558

Changesinworking capital:
Decreaseininventories 14 879 1,002
(Increase)/decrease intrade and other receivables 15 (143) 191
(Decrease)/increase in trade and other payables (9,141) 26,715
Cash generated from operating activities 41,570 59,466
Interest paid 7 (439) (215)
Income taxes paid (3,381) (1,595)
Net cash flow generated from operating activities 37,750 57,656
Cash flows used ininvesting activities
Purchase of property, plant and equipment (3,654) (2,694)
Payments to acquire intangible assets (855) (1,151)
Interest received 8 81 355
Net cash flow used in investing activities (4,428) (3,490)
Cash flows used in financing activities
Dividends paid 21 (1,133) (4,336)
Purchase of own shares 28 (410) (5,180)
Sale of treasury shares 28 35 -
Interest paid on lease liabilities (3,741) (3,980)
Payment of capital element of leases (22,705) (16,054)
Proceeds from bank loan - 12,000
Repayment of borrowings - (12,000)
Net cash flow used in financing activities (27,954) (29,550)
Netincrease in cash and cash equivalents 5,368 24,616
Cash and cash equivalents at beginning of year 82,282 57,666
Cash and cash equivalents at end of year 87,650 82,282
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Notes to the consolidated financial statements

1. Generalinformation
ScS Group plc (the ‘Company') is a public limited company, limited by shares, whichis listed on the London Stock Exchange, incorporated and domiciled in
England, within the UK (Company registration number 03263435). The address of the registered office is 45-49 Villiers Street, Sunderland, SR1 THA.

The Company's principal activity is to act as a holding company for its subsidiaries. The Company and its subsidiaries' (the 'Group's') principal activity is the
provision of furniture and flooring, trading under the name ScS.

2. Accountingpolicies

Basis of preparation

The Group's financial statements have been prepared in accordance with international accounting standards in conformity with the requirements of the
Companies Act 2006 ('IFRS') and the applicable legal requirements of the Companies Act 2006 for the 53 weeks ended 31 July 2021 (2020: 52 weeks ended
25 July 2020). In addition to complying with international accounting standards in conformity with the requirements of the Companies Act 2006, the Group's
financial statements also comply with international financial reporting standards adopted pursuant to Regulation (EC) No 1606/2002 as it appliesinthe
European Union. The Group's financial statements are presented in Sterling and all values are rounded to the nearest thousand pounds (£'000) except when
otherwiseindicated. They are prepared on the historical cost basis, except for share-based payments that have been measured at fair value.

The financial statements for the year have been prepared for the 53 weeks ended 31 July 2021 (2020: 52 weeks ended 25 July 2020). The accounting policies
which follow set out those policies which apply in preparing the financial statements for the year ended 31 July 2021. These policies have been consistently
appliedto all of the years presented, unless otherwise stated.

Going concern
At the time of approving the financial statements, the Board is required to formally assess that the business has adequate resources to continue in
operational existence for the foreseeable future and as such can continue to adopt the 'going concern'basis of accounting.

Liquidity

The most significant factor in considering whether current resources are adequate is to consider the Group's liquidity. At 31 July 2021, the Group's

cash balance totalled £87.7m, and £15.4m was owed as trade payables for goods delivered (note 16). The Group has no drawn down debt, and further liquidity
is available through the £20.0m CLBILS revolving credit facility (RCF) granted on 25 August 2020. This facility is committed for a term of 36 months and
would be renegotiated wellin advance of this maturity date. The RCF is subject to certain covenants in respect of fixed charge cover, liquidity and leverage.

Cashflows

As part of the Group's ongoing review of going concern, the Directors have reviewed the results for the 12 months to 31 July 2021 and have modelled cash

flow forecasts under the following scenarios:

— A'base case'scenario to July 2024 that includes assumptions in relation to customer demand, the availability of product and the estimated continued
impact of the recovery of the UK economy on the Group's performance. We assume no further lockdown periods or directimpact on our store and
distribution operation. We expect order levels to return to those experienced pre-pandemic, and assume continued availability of product and no other
significantimpacts of COVID-19.

— A'severe but plausible downside' sensitivity scenario which sees a further wave of COVID-19 during winter which requires a further UK lockdown. We have
assumed stores are required to close for our key winter trading period —from Boxing Day until the end of January 2022, although distribution operations
continue to be permitted. Stores re-openin February 2022, with a limited period of additional demand, although we have prudently assumed only a third
of lost orders are recovered.

The Group has included within the severe but plausible model associated reductions in marketing, management and staff bonus costs and sales-related
commission payments.

The government continues to provide government support through reduced business rates to 31 March 2022. The modelled scenarios include the benefit
ofthe reduced business rates. No additional government or landlord support (such as a further extension of the furlough scheme) has beenincluded to
supportthe modelled scenarios.

Throughout the 'severe but plausible downside' scenario, the Group would have significant cash headroom, with the cash low point at the end of July 2022
still being substantial at £47.6m, before use of the £20m RCF. Furthermore, forecasts show sufficient headroom on all of the financial covenants and no
requirement for any additional sources of financing (including any drawdown on the RCF).

Many of our large suppliers operate using credit insurance, which they use to support their payment terms with the Group. As these creditinsurers are
consistently reviewing their support for the companies involved a severe economic climate could mean that they withdraw their support for the Group.
This could create working capital challenges for our suppliers, requiring them to request earlier payment dates. The Group has modelled the impact of the
fullwithdrawal of this insurance, and noted that the cash headroom available ensures this does not pose a further risk to the Group's going concern basis.

Forthereasons set outin detailabove, the Board believe that it remains appropriate to prepare the Group financial statements on a going concern basis.



2. Accountingpolicies continued

New standards,amendments andinterpretations

At the date of authorisation of these financial statements, new standards, amendments and interpretations which had beenissued but were not yet
mandatory are not expected to have a materialimpact on the consolidated financial statements.

The following accounting standards, interpretations and amendments have been adoptedin the year:
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— AmendmentstoIFRS 3 Definition of a Business

— AmendmentstoIFRS9,1AS 39,IFRS 7,IFRS 4and IFRS 16 Interest Rate Benchmark Reform

— AmendmentstolAS 1andIAS 8 Definition of Material

—  AmendmentstolFRS 16 COVID-19 Related Rent Concessions

—  Conceptual Framework Amendments to References to the Conceptual Frameworkin IFRS Standards

None of the items listed above have had any materialimpact onthe amounts reported in this consolidated set of financial statements. i_l,'
Basis of consolidation

The Group financial statements consolidate the financial statements of ScS Group plc and the entities it controls (its subsidiaries) drawn up to within seven

days of 31 July eachyear.

The financial year represents the 53 weeks ended 31 July 2021 (prior financial year 52 weeks ended 25 July 2020).

Subsidiaries

Subsidiaries are entities controlled by the Company. Control exists when the Company has the power, directly or indirectly, to govern the financial and

operating policies of an entity so as to obtain benefits fromits activities. In assessing control, potential voting rights that presently are exercisable or

convertible are taken into account. Controlis generally accompanied by a shareholding of more than one-half of the voting rights. The financial information

of subsidiariesis included in the consolidated financial information from the date that control commences until the date that control ceases.

Transactions eliminated on consolidation

Intra-Group balances, and any gains and losses or income and expenses arising fromintra-Group transactions, are eliminated in preparing the consolidated
financialinformation. Gains arising from transactions with jointly controlled entities are eliminated to the extent of the Group'sinterest in the entity. Losses

are eliminatedin the same way as gains, but only to the extent that there is no evidence of impairment.

Exceptionalitems 111

Exceptionalitems are defined as items of income and expenditure which are material and unusual in nature and which are considered to be of such
significance that they require separate disclosure on the face of the income statement. Any future movements onitems previously classified as exceptional
will also be classified as exceptional.

Gross sales andrevenue

For the purposes of managing its business the Group focuses on gross sales, whichiis defined as the fair value of the consideration received or receivable,
prior to any accounting adjustments for interest-free credit fees or aftercare product costs. The Board of Directors believe gross sales is a more transparent
measure of the activity levels and performance of its showrooms and online channels as itis not affected by customer preferences on payment options.
Accordingly, gross salesis presented in this Annual Report, in addition to statutory revenue, as an alternative performance measure, with a reconciliation
between the two measures providedin note 3.

Both gross sales and revenue are stated net of discounts, returns and value added taxes, and are recognised when the Group has satisfiedits performance
obligations by transferring control of the goods or service to the customer, and the revenue and costs in respect of the transaction can be measured reliably
and collectability is reasonably assured. Thisis deemed to be when the goods and any associated warranty contracts have been delivered to the customer.
Warranty services, once sold, are subsequently provided by third parties. Revenue is measured net of the charges associated with interest-free credit sales.

The Group operates a negative working capital model whereby customers pay a deposit at the point of order and, unless the order is to be financed using
consumer credit, settle outstanding balances before delivery. Payment of part of the considerationis often, therefore, taken before the Group has fulfilled its
performance obligation. These deposits taken from customers are referred to as contract liabilities under IFRS 15, and are presented as payments received
onaccount within current liabilities, until the goods or services are delivered. A very small number of deposits are refunded without delivery of product, and
therefore, materially, the value of customer deposits will be realised within 12 months. Where the outstanding balance is settled subsequent to the delivery
of goods via consumer credit, the full financed balance is received within two working days of delivery from our third-party finance providers, who are then
responsible for collecting subsequent payments from the customer. There has been no significant changes to the methodology inrecognising contract
liabilities in the current year.

The Group holds a sales return provision in the Consolidated statement of financial position to provide for expected levels of returns on sales made before
the year end but returned after the year end. The Group recognises the expected value of revenue relating to returns within sales provisions and the
expected value of cost of sales relating to the returned items is included within inventories.

Segmentalreporting
As notedin the gross sales and revenue note above, segments are reportedin a manner consistent with the internal reporting to the Board of Directors
(see note 3—Segment information on page 115).



Notes to the consolidated financial statements continued

2. Accountingpolicies continued

Intangibleassets

Intangible assets purchased separately are capitalised at cost and amortised on a straight-line basis over their useful economic life. The useful economic
lives used are as follows:

Computer software 20-33% straight-line perannum

The carryingvalue of intangible assets is reviewed for impairment when events or changes in circumstances indicate the carrying value may not be
recoverable.

Property, plant and equipment

Property, plant and equipment are stated at historic purchase cost less accumulated depreciation and accumulated impairment losses. Cost includes the
original purchase price of the asset and the costs attributable to bringing the asset to its working condition for its intended use. Depreciation is provided on
alltangible fixed assets, at rates calculated to write off the cost, less estimated residual value, of the tangible fixed assets over their anticipated useful lives
at the rates shown below:

Fixtures andfittings 10-20% straight-line perannum

Computer equipment 20-33% straight-line perannum

Leaseholdimprovements The shorter of the term of the lease or 2% straight-line perannum
Freehold buildings 2% straight-line perannum

The carryingvalues of property, plant and equipment are reviewed for impairment when events or changes in circumstances indicate the carrying value may
not be recoverable.

Leases

The Group assesses whether a contract s, or contains, alease atinception of the contract. Typically, lease contracts relate to properties such as showrooms
and distribution centres, and vehicles leases. For leases in which the Group is alessee, the Group recognises a right-of-use asset and a lease liability at
commencement of the lease.

The Group transitioned to IFRS 16 on 28 July 2019 using the modified retrospective transition approach. The cumulative impact of applying IFRS 16 was
accounted for as an adjustment to retained earnings on the transition date.

112

Lease liabilities

The lease liability is measured at the present value of the lease payments, discounted at the lessee's incremental borrowing rate specific to the term and

start date of the lease, unless the interest rate implicitin the lease can be readily determined. Lease payments include:

— Fixed payments (including in-substance fixed payments), less any lease incentives receivable;

— Variable lease payments that are based on anindex or arate, initially measured using the index or rate as at the commencement date;

— Amounts expected to be payable by the group under residual value guarantees;

— Theexercise price of a purchase optionif the group is reasonably certain to exercise that option; and

— Payments of penalties for terminating the lease, if the lease termreflects the group exercising that option.

The lease liability is subsequently measured at amortised cost using the effective interest rate method. Itis remeasured, with a corresponding adjustment
to theright-of-use asset, if there is a modification, a change in the lease term or a change in the fixed lease payments. Interest charges are included in finance
costsin the consolidated income statement.

Right-of-use assets
Theright-of-use asset s initially measured at cost, comprising:
The amount of the initial measurement of lease liability;
— Anylease payments made at or before the commencement date less any lease incentives received;
— Anyinitial direct costs; and
— Restoration costs.

Theright-of-use asset is subsequently depreciated using the straight-line method over the shorter of the asset's useful life or the lease term. Depreciation
onright-of-use assetsis included in administrative costs in the consolidated income statement. The right-of-use asset is tested forimpairment if there
are any indicators of impairment.

Leases of low value assets and short-termleases of 12 months or less are expensed to the Group income statement.

Inventories

Inventories are stated at the lower of cost and net realisable value and consist of finished goods held for resale. Where necessary, provision is made for
obsolete, slow-moving and defective stocks. Cost comprises the purchase price of goods and other directly attributable costsincurredin bringing the
product toits presentlocation and condition. Net realisable value is the estimated selling price less any further costs to be incurred to disposal.

ScS Group plc Annual Report 2021



2. Accountingpolicies continued

Tradereceivables

Tradereceivables are amounts due from customers for goods sold or services performed in the ordinary course of business. If collectionis expectedin one
year orless (orinthe normal operating cycle of the business iflonger), they are classified as current assets. If not, they are presented as non-current assets.

Tradereceivables are recognised initially at fair value and subsequently measured at amortised cost using the effective interest method, less provision for
impairment. As a requirement of applying IFRS 9, the Group has applied an expected credit loss (ECL) model when calculatingimpairment losses on its trade
and other receivables. The majority of the trade receivables are due from finance houses with which there is a very low likelihood, and no previous history,

of default, and therefore, there has been no materialimpact of the ECL model.

Tradepayables
Trade payables are obligations to pay for goods or services that have been acquired in the ordinary course of business from suppliers. Accounts payable are
classified as currentliabilities if payment is due within one year or less. If not, they are presented as non-current liabilities.

Trade payables are recognisedinitially at fair value and subsequently measured at amortised cost using the effective interest method.

Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are subsequently carried at amortised cost; any difference
between the proceeds (net of transaction costs) and the redemption value is recognised in the income statement over the period of the borrowings using
the effective interest method.

Cashand cash equivalents
For the purpose of presentation in the Consolidated statement of cash flows, cash and cash equivalents includes cash on hand.

Treasuryshares

The Employee Benefit Trust (EBT) provides for the issue of shares to Group employees, principally under share option schemes. Shares inthe Company
held by the EBT are includedin the balance sheet as treasury shares at cost, including any directly attributable incremental costs. Subsequent consideration
received for the sale of such shares is also recognised in equity, with any difference between the sale proceeds and the original cost being takento retained
earnings. No gain or loss is recognised in the financial statements on transactions in treasury shares.

The number of such shares is also deducted from the number of shares in issue when calculating the earnings per share.

Share capital
Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of new ordinary shares or options are shownin equity as a deduction, net of tax, from the proceeds.

Pre-openingandlaunch costs
Pre-openingandlaunch costs are charged to the income statementin the year they are incurred.

Advertising expenditure
Allroutine and general advertising costs are expensed as incurred. Advertising costs paid to media companies are recognised as a prepayment until the
advertisingis placed in the media and communicated to the public, at which point the expenditure is expensed to the income statement.

Supplier contributions
Contributions received from suppliers towards the cost of displaying and promoting their product are recognised as a reductionin the advertising and
marketing costs to which they relate.

Supplierrebates
Rebates receivable from suppliers are based uponthe volume of business with each supplier and are recognised in the income statement in cost of sales or
credited to stock as appropriate on an earned basis, by reference to the supplier revenue.

Pension costs
Contributions to the defined contribution scheme are charged to the income statementin the year in which they become payable. The assets of the scheme
are held separately fromthose of the Group in anindependently administered fund.
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Notes to the consolidated financial statements continued

2. Accountingpolicies continued

Taxation

Taxon the profit or loss for the year comprises current and deferred tax. Taxis recognised in the income statement except to the extent thatit relates to
abusiness combination, oritems recognised directly in equity or other comprehensive income.

Current taxis the expected tax payable or receivable on the taxable income or loss for the year, using tax rates enacted or substantively enacted at the
balance sheet date, and any adjustment to tax payable in respect of previous years.

Deferredtaxis recognised using the liability method, ontemporary differences at the balance sheet date between the tax base of assets and liabilities and
their carryingamounts for financial reporting purposes, to the extent that the Directors consider that it is more likely than not that there will be suitable
taxable profits from which the future reversal of the underlying timing differences can be deducted.

Deferredtaxis measured on an undiscounted basis at the average tax rates that are expected to apply in the periods in which timing differences reverse,
based ontaxrates andlaws enacted or substantively enacted at the balance sheet date.

Deferredtaxassets and liabilities are offset when there is alegally enforceable right to set off current tax assets against current tax liabilities and when they
relate toincome taxes levied by the same taxation authority and the Group intends to settle its current tax assets and liabilities on a net basis.

Foreign currency

Transactions inforeign currencies are translated at the rate ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign
currencies are translated at the rate of exchange ruling at the balance sheet date. Allexchange differences are taken to the income statementin the period
inwhichthey arise.

Share-based payments

The Company operates an equity-settled, share-based payment plan for Directors of the trading subsidiary undertaking, A. Share & Sons Limited, which
includes the Executive Directors of the Group. The fair value of the Directors' services received by the Group in exchange for the issue of shares in the
Company is recognised as an expense in the financial statements of the subsidiary company to which services have been supplied. The total amount to
be expensed over the vesting period is determined by reference to the fair value of the shares issued, excluding the impact of any non-market vesting
conditions (for example, profitability and sales growth targets). Non-market vesting conditions are included in assumptions about the number of shares
that are expected to vest. At each balance sheet date, the Group revises its estimates of the number of shares that are expected to vest. It recognises the
impact of the revision to original estimates, if any, in the income statement, with a corresponding adjustment to equity.

Dividends
Interim dividends are recognised when they are paid to the Group's shareholders. Final dividends are recognised when they are approved by the Group's
shareholders.

Provisions
Provisions are recognised whenthe Group has a present obligation as aresult of a past event, it is probable that a transfer of economic benefits will be
required to settle the obligation, and a reliable estimate can be made of the amount of the obligation.

Critical accounting judgements and estimates

The preparation of the Group's financial statements requires management to make judgements, estimates and assumptions in applying the Group's
accounting policies to determine the reported amounts of assets, liabilities, income and expenses. The estimates and associated assumptions are based on
historical experience and various other factors that are believed to be reasonable under the circumstances. Actual results may differ from these estimates.
The estimates and underlying assumptions are reviewed on an ongoing basis, with revisions to accounting estimates applied prospectively.

Discount rates utilised within IFRS 16 accounting has been removed as a critical accounting estimate following completion of the adoption of IFRS 16
'Leases'. This was added as a critical accounting estimate in the FY20 financial statements due to the significance of the liabilities (and corresponding
right-of-use assets) which were brought on to the balance sheet on transition. Thisis no longer considered as a critical accounting estimate following the
completion of the transitionto IFRS 16 as the impact of the discount rate on lease additions and modifications during the year, and the level of estimation
required in determining the discount rates, was not significant.

Going concernhas beenremoved as a critical accounting judgement. Refer to page 110.



2. Accountingpolicies continued

Critical accounting estimates and assumptions

Management consider that accounting estimates and assumptions made in relation to the following items have a significant risk of resulting in a material
adjustment to the carryingamounts of assets and liabilities within the next financial period.

Stock provisions

The Group holds £17.3m of inventory at the year end, and the majority of this stock is held for display in our showrooms. Due to the nature of this stock, it will
often be subject to the wear and tear associated with use in a showroom environment, and some items may have also been in our showroom for an extended
period of time. As such, this stock is often unable to achieve the same margin as the 'special order’ stock purchased and delivered directly to our customers,
and may occasionally be sold at a level lower than cost following a business decision to refresh the range or better utilise the space. The Group's policyin
relationto stock provisioning s, therefore, to provide for obsolete, slow-moving and defective stock, and therefore, ensure that stockis held at the most
appropriate estimate of net realisable value.

In determining an estimate of this value, management has made judgements in respect of the quality of the Group's products and saleability, and applied

a provision based on historic sales levels. Whilst management considers that the methodologies and assumptions adopted in the valuation are supportable,
reasonable and robust, because of the inherent uncertainty of the sale price of stock currently held, those estimated values may differ from the final sale
and the total differences could potentially be significant Impairment of property, plant and equipment and right-of-use assets.

Impairment of property, plant and equipment and right-of-use assets

Management consider each showroomto be a cash-generating unit (CGU). At each balance sheet date, the Group reviews the carryingamounts of its property,
plant and equipment, right-of-use assets and intangible assets to determine whether there is any indication of impairment at a showroom following poor
performance. If any such indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the impairmentloss, if any.

Recoverable amounts for CGUs are the higher of fair value less costs of disposal, and value in use. Value in use is calculated from cash flow projections based
onthe Group'sinternal budgets, which are then extrapolated over the remaining showroom lease length, and management's expectations of estimated
growthrates.

The key estimates for the value in use calculations are those regarding the discount rate used and expected changes to future cash flows. Management sets
the budgets based on past experiences and expectations of future changes in the market and estimates discount rate using pre-tax rates that reflect the
current market assessment of the time value of money and the risks specific to the CGUs, deriving fromthe Group's post-tax weighted average cost of capital.
Management have considered the potentialimpact of changes in assumptions on the impairment in note 5. If the recoverable amount of an asset or CGU is
estimatedto beless thanits carryingamount, the carryingamount of the asset or CGU is reduced toits recoverable amount. Animpairment loss is recognised
as an expense immediately. Where animpairment loss subsequently reverses, the carrying amount of the asset or CGU is increased to the revised estimate
of its recoverable amount, but so that the increased carryingamount does not exceed the carrying amount that would have been determined had no
impairment loss beenrecognised for the asset or CGU in prior years. Areversal of animpairment loss is recognised as income immediately.

3. Segmentinformation

The Directors have determined the operating segments based on the operating reports reviewed by the Operating Board (the Executive Directors and the
other Directors of the trading subsidiary, A. Share & Sons Limited) that are used to assess both performance and strategic decisions. The Directors have
identified that the Operating Board are the chief operating decision makers in accordance with the requirements of IFRS 8 'Segmental reporting’.

The Directors consider that the Group operates one type of business generating gross sales and revenue from the retail of furniture and flooring. All gross
sales and revenue profit before taxation, assets and liabilities are attributable to the principal activity of the Group and other related services. Allgross sales

andrevenues are generated in the United Kingdom.

Ananalysis of gross sales and revenue s as follows:

53 weeks ended 52 weeks ended

31 July 2021 25 July 2020

€000 £000

Sale of goods 301,327 249,578
Associated sale of warranties 23,192 18,541
Gross sales 324,519 268,119
Less: costs of interest-free credit (13,953) (12,628)
Revenue 310,566 255,491

Of which:

Furniture 280,926 226,112
Flooring 29,640 29,379

Revenue 310,566 255,491
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Notes to the consolidated financial statements continued

4. Operatingprofit
Operating profitis stated after charging/(crediting):

53 weeks ended 52 weeks ended

31 July 2021 25 July 2020

€000 £000

Fees payable to the Company auditors for the audit of Company and consolidated financial statements 30 25
Fees payable to the Company's auditors and their associates for other services to the Group

— audit of the Company's subsidiaries pursuant to legislation 177 97

— otherservices (see Audit Committee report on page 80 for further information) 20 15

Depreciation of property, plant and equipment—owned 3,980 4,847

Depreciation of right-of-use assets 21,149 22,787

Amortisation ofintangible assets 865 647

Impairment (reversal)/charge of property, plant and equipment and right-of-use assets (4,242) 3,376

COVID-19-related rent concessions - (615)

Duringthe year, the Group received the benefit of support from the UK government of £10.2minresponse to the COVID-19 outbreak. This benefit relates
toretail business rates relief. The Group also received £3.0m under the UK government's Coronavirus Job Retention Scheme which was paid in respect of
employees onfurlough and recognised as grantincome. Following the strong trading on reopening of our showrooms, the Group took the decision to repay
the £3.0m CJRS paymentinfull.

Inthe prior year, the Group received support fromthe UK government of £8.4minresponse to the COVID-19 outbreak. Thisincluded £5.0m under the UK
government's Coronavirus Job Retention Scheme which was paid in respect of employees on furlough and was recognised as a grantin accordance with the
accounting policy set outin note 2. The remaining £3.4m was benefit from retail business rates relief.

5.Operating exceptional itemsincluded within administrative expenses

Inorder to provide a clearer understanding of underlying profitability, underlying operating profit excludes exceptional items, which relate to costs that, either
by their size or nature, require separate disclosure in order to give a fuller understanding of the Group's financial performance. Exceptionalitems, booked to
operating costs, comprised the following:

53 weeks ended 52 weeks ended

31July 2021 25 July 2020

€000 £000

Impairment reversal/(charge) 4,242 (3,376)
Restructuring costs - (613)
4,242 (3,989)

Impairmentreversal/(charge)

Current year exceptional items include a credit of £4,242,000 which relates to the reversal of previous impairment to the Group's stores. The majority of
the current year credit reverses the impairment taken inthe prior year as a consequence of reduced forecasts following the impact of COVID-19, with an
additional element reversing historic store impairment following stronger forecast store performance as a result of encouraging trading and increased
opportunitiesin our markets. This has been split between the right-of-use asset (£2,932,000) and tangible assets (£1,310,000), apportioned based on net
book value.

Management have considered the potential impact of changes in assumptions on the impairment recorded against the Group's network of store cash-
generating units. While there is not a significant risk of an adjustment to the carrying amount of any one store cash-generating unit that would be material

to the Group as awhole in the next financial year, management have considered sensitivities to the impairment charge as a result of changes to the post-tax
discountrate. The discount rate usedin management's calculation was 8.7%. The sensitivities applied are anincrease or decrease of 1.0% used to determine
theimpairmentreversal. Itis estimated that a 1.0% decrease/increase in discount rate assumptions, with no change to forecast revenue assumptions, would
resultina £320,000increase/£322,000 decrease in the impairment reversal of store assetsin the 53 weeks to 31 July 2021.

Inthe prior year, exceptional costs disclosed of £3,376,000 related to animpairment charge being recognised onthe assets associated with anumber of our
showrooms. This was split between the right-of-use asset (£2,619,000) and tangible assets (£757,000), apportioned based on net book value.

Restructuring costs
Inthe prior year, exceptional costs disclosed of £613,000 were in relation to amounts payable for loss of office incurred as a result of restructuring,
predominantly relating to the centralisation of administrative support from each of our individual showrooms to our head office in Sunderland.



6. Employees and Directors
6.1 Staff costs
The aggregate remuneration of allemployees including Directors comprises:

53 weeks ended 52 weeks ended

31 July 2021 25 July 2020

€000 £000

Wages and salaries 57,150 47,281
Social security costs 5,696 4,532
Other pension costs 1,306 1,235
Share-based payment charge/(credit) (note 22) 1,450 (818)
65,602 52,230

The Group received £3.0m (2020: £5.0m) under the UK government's Coronavirus Job Retention Scheme to offset against the gross wages and salaries
costs disclosed above. The amounts received inrelation to the current year were subsequently repaid.

The average monthly number of employees (including Executive Directors) during the year was as follows:

53 weeks ended 52 weeks ended

31July 2021 25 July 2020

Sales 750 681
Office and managerial 572 525
Services and warehousing 499 466
Cleaning 34 35
Total 1,855 1,707

Details of Directors' remuneration, share options, long-termincentive schemes and pension entitlements are disclosed in the Remuneration Report on
pages 81to 90.

6.2 Key management compensation
Key management comprises the Directors of the trading subsidiary, A. Share & Sons Limited and the Group Directors and excludes the Non-Executive

Directors.

The key management compensationis as follows:

53 weeks ended 52 weeks ended

31July 2021 25 July 2020

€000 £000

Short-term employee benefits 3,465 1,349
Deferred contribution pension cost 200 209
Share-based payment charge/(credit) 1,450 (818)

Further detail onthe above can be found in the Remuneration Report along with details of shares exercised by the highest paid Director.

The share-based payment charge inthe year of £1,450,000 relates to the Group's improved trading performance against the EPS targets under the Group's
Long-TermIncentive Plan as set outin note 22.

The share-based payment credit in the prior year of £818,000 relates to the unwinding of expenses previously recognised due to EPS for the Group falling
below the minimum performance conditions.

7. Financecosts

53 weeks ended 52 weeks ended

31 July 2021 25 July 2020

£000 £000

Bank facility renewal fees 19 55
Bank facility non-utilisation fees 396 63
Bank facility utilisation fees - 97
Other finance costs 24 -
Interest onlease liability 3,741 3,980

4,180 4,195
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8. Financeincome

53 weeks ended 52 weeks ended
31 July 2021 25 July 2020
€000 £'000
Bankinterest received 81 355
9. Taxation
(a) Analysis of tax charge/(credit) inthe year
53 weeks ended 52 weeks ended
31 July 2021 25 July 2020
€000 £000
Current tax:
UK corporation tax on profits for the year 4,385 (459)
Adjustments inrespect of prior years 527 (255)
Total current tax charge/(credit) 4,912 (714)
Deferred tax:
Origination and reversal of temporary differences (608) (284)
Adjustments inrespect of prior years (694) 100
Total deferred tax credit (note 18) (1,302) (184)
Income tax charge/(credit) in the Consolidated statement of comprehensive income 3,610 (898)

(b) Factors affecting tax charge/(credit) for the year
The tax charge (2020: credit) assessed on the profit (2020: loss) for the year is lower (2020: higher) than the standard rate of corporation taxin the UK of
19.00% (2020: 19.00%). The differences are explained below:

53 weeks ended 52 weeks ended

31July 2021 25 July 2020

€000 £000

Profit/(loss) before taxation 22,674 (3,121)

Profit/(loss) before tax at 19.00% (2020: 19.00%) 4,308 (593)
Effectsof:

Other expenses deductible/(not deductible) 281 (146)

Depreciation andimpairment eligible/(not eligible) for tax purposes (167) 161

Amounts in relation to share options (373) (112)

Adjustments inrespect of prior years (167) (155)

Impact of changesin tax rates (272) (53)

Income tax charge/(credit) in the Consolidated statement of comprehensive income 3,610 (898)

(c) Factors that may affect future tax charges

The UK governmentinits 2021 Budget announced that the main UK corporate rate would be maintained at 19% until 31 March 2023, before being increased
to 25% from 1 April 2023. These changes were substantively enacted at the balance sheet date, 31 July 2021, and hence, have beenreflectedin the
measurement of deferred tax balances resulting in deferred tax being calculated using an effective rate of 22%.



10. Earnings/(loss)pershare

53 weeks ended

52 weeks ended

31July 2021 25 July 2020
€000 £000
a) Basic earnings/(loss) per share attributable to the ordinary equity holders of the Company
Basic earnings per share from underlying operations 41.3p 2.6p
From exceptional costs 9.1p (8.4p)
Total basic earnings/(loss) per share 50.4p (5.8p)
b) Diluted earnings/(loss) per share attributable to the ordinary equity holders of the Company
Diluted earnings per share from underlying operations 39.8p 2.6p
From exceptional costs 8.8p (8.4p)
Total diluted earnings/(loss) per share 48.6p (5.8p)

53 weeks ended

52 weeks ended

31July 2021 25 July 2020
£000 £000

c) Reconciliations of earnings used in calculating earnings/(loss) per share
Profit/(loss) from operations 19,064 (2,223)
—(Deduct)/add back exceptional costs net of tax (3,436) 3,231
Total profits from underlying operations 15,628 1,008

53 weeks ended

52 weeks ended

31 July 2021 25 July 2020
number number
d) Weighted average number of shares used as the denominator
Weighted average number of shares inissue for the purposes of basic earnings/(loss) per share 37,828,902 38,464,470
Effect of dilutive potential ordinary shares:
—Share options 1,435,066 1,598,815
Weighted average number of ordinary shares for the purpose of diluted earnings/(loss) per share 39,263,968 40,063,285

Atotalof 1,598,815 potential ordinary shares were not included within the calculation of diluted earnings per share as at 25 July 2020 as they were antidilutive.
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11. Intangibleassets

Computer
software
Cost
At 26 July 2020 8,256
Additions 750
Disposals (361)
At 31 July 2021 8,645
Accumulated amortisation
At 26 July 2020 5,898
Charge for the year 865
Depreciation on disposals (361)
At 31 July 2021 6,402
Net book amount
At 31 July 2021 2,243
At 25 July 2020 2,358
Computer
software
Cost
At 28 July 2019 6,893
Additions 1,363
At 25 July 2020 8,256
Accumulated amortisation
At 28 July 2019 5,251
Charge for the year 647
120 at25 July 2020 5,898
Net book amount
At 25 July 2020 2,358
At 27 July 2019 1,642

Amortisationis charged through the administration expenses line.

ScS Group plc Annual Report 2021



12. Property,plant and equipment

Freeholdland Leasehold Computer Fixtures and
and buildings improvements equipment fittings Total
£000 £000 £000 £000 £000
Cost
At 26 July 2020 159 54,073 4,664 32,637 91,533
Additions - 1,170 495 2,177 3,842
Disposals - (71) (156) (139) (366)
At 31 July 2021 159 55,172 5,003 34,675 95,009
Accumulated depreciation and impairment
At 26 July 2020 99 41,871 3,975 28,379 74,324
Charge for the year 3 2,505 547 925 3,980
Depreciation on disposals - (71) (156) (139) (366)
Impairment reversal (2) (759) (71) (478) (1,310)
At 31 July 2021 100 43,546 4,295 28,687 76,628
Net book amount
At 31 July 2021 59 11,626 708 5,988 18,381
At 25 July 2020 60 12,202 689 4,258 17,209
Cost
At 28 July 2019 159 53,704 4,357 31,085 89,305
Additions - 369 307 1,552 2,228
At 25 July 2020 159 54,073 4,664 32,637 91,533
Accumulated depreciation and impairment
At 28 July 2019 94 38,326 3,260 26,560 68,240
Opening IFRS 16 impairment adjustment 1 284 24 171 480
Charge for the year 3 2,806 654 1,384 4,847
Impairment 1 455 37 264 757
At 25 July 2020 99 41,871 3,975 28,379 74,324
Net book amount
At 25 July 2020 60 12,202 689 4,258 17,209
At 27 July 2019 65 15,378 1,097 4,525 21,065
The netbook value of leasehold improvements is as follows:
Asat Asat
31 July 2021 25 July 2020
£'000 £000
Shortleaseholds (up to 25 years) 11,571 12,144
Longleaseholds (greater than 25 years) 55 58
11,626 12,202

Impairment of property, plant and equipment

Allshowrooms have been tested forimpairment as at the year end. The impairment review compared the value in use of each CGU based onthe Group's
latest budget and forecast cash flows to the carrying values as at 31 July 2021. Areversal of £1,310,000 as aresult of improved future projections for the
business, was recorded against property, plant and equipment and was recognised as an exceptional item (see note 5).

As disclosed in the accounting policies (note 2), the cash flows used within the impairment model are based on assumptions which are sources of estimation
uncertainty and smallmovements in these assumptions could lead to a further impairment charge or reversal.
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13. Leases
This note provides information for leases where the Groupis alessee. The Group leases retail, distribution and office properties and motor vehicles. The
leases have varying terms which are negotiated on an individual basis and contain a range of different terms and conditions.

Consolidated statement of financial position
The Consolidated statement of financial position as at 31 July 2021 shows the following amounts relating to leases.

Right-of-use assets

Leasehold Motor
property vehicles Total
£'000 £000 £000

Cost
At 26 July 2020 137,675 5,808 143,483
Additions® 1,127 1,221 2,348
Disposals - (427) (427)
At 31 July 2021 138,802 6,602 145,404
Accumulated depreciation
At 26 July 2020 23,478 1,506 24,984
Charge for the year 19,220 1,929 21,149
Depreciation ondisposals - (427) (427)
Impairment reversal (note 5) (2,932) - (2,932)
At 31 July 2021 39,766 3,008 42,774
Net book amount
At 31 July 2021 99,036 3,594 102,630
At 25 July 2020 114,197 4,302 118,499
Cost
At 28 July 2019 122,970 3,317 126,287
Additions? 14,705 2,913 17,618
Disposals - (422) (422)
At 25 July 2020 137,675 5,808 143,483
Accumulated depreciation
At 28 July 2019 _ - _
Charge for the year 20,859 1,928 22,787
Depreciation on disposals - (422) (422)
Impairment (note 5) 2,619 - 2,619
At 25 July 2020 23,478 1,506 24,984
Net book amount
At 25 July 2020 114,197 4,302 118,499

1. Right-of-use asset additions include new leases. lease renewals and increases in term and/or scope for existing leases.

Impairment of right-of-useassets

Allshowrooms have been tested forimpairment as at the year end. The impairment review compared the value in use of each CGU based on the Group's
latest budget and forecast cash flows to the carrying values as at 31 July 2021. Areversal of £2,932,000 as a result of improved future projections for the
business, was recorded against property, plant and equipment and was recognised as an exceptionalitem (see note 5).

As disclosed in the accounting policies (note 2), the cash flows used within the impairment model are based on assumptions which are sources of estimation
uncertainty and smallmovements in these assumptions could lead to a further impairment.

Lease liabilities
The following tables show the discounted lease liabilities included in the Group Consolidated statement of financial position and a maturity analysis of the
contractual undiscounted lease payments:

Asat Asat

31 July 2021 25 July 2020

€000 £000

Current 22,693 24,167
Non-current 93,368 112,253
116,061 136,420




13. Leases (continued)
Maturity analysis —contractual undiscounted lease payments:

Asat Asat
31July 2021 25 July 2020
£000 £000

Group
Within one year 25,784 28,010
Within two to five years 72,591 81,366
After five years 29,101 41,132
Total undiscounted lease payments 127,476 150,508

The Group presents lease liabilities separately inthe consolidated balance sheet.

Consolidated statement of comprehensiveincome

The Group has recognised depreciation and interest costs in respect of leases, rather than rental charges of £25,609,000. During the year, the Group
recognised £21,149,000 of depreciation charges and £3,741,000 of interest costs inrespect of these leases. Leases of low value assets and short-term
leases of 12 months orless are expensed to the Group income statement.

14. Inventories

Asat Asat

31 July 2021 25 July 2020

€000 £'000

Finished goods 17,328 18,207

The cost of inventories before cash discounts and volume rebates, as an expense and included in cost of sales relating to continued operations amounted to
£164,795,000(2020: £138,663,000).

Inventories include a provision of £3,213,000 (2020: £2,894,000). Write-downs of inventories to net realisable value amounted to £874,000 (2020: £640,000).
These were recognised as an expense during the period and were included in cost of sales in the Consolidated statement of comprehensive income.

15. Tradeand otherreceivables

Asat Asat

31 July 2021 25 July 2020

€000 £000

Tradereceivables 808 1,577
Otherreceivables 1,859 1,948
Prepayments 2,280 1,279
4,947 4,804

The fair value of trade and other receivables is approximate to their carrying value. Trade and other receivables are considered due once they have passed
the contracted due date.

The carryingamounts of trade and other receivables are all denominated in Sterling.

The majority of the trade receivables are due from third-party finance providers with which there is a very low likelihood, and no previous history, of default,
and therefore, there has been no materialimpact of the Group's expected credit loss model.

The bad debt provisionis not considered material for disclosure.

16. Tradeandotherpayables-current

Asat Asat

31 July 2021 25 July 2020

€000 £000

Trade payables 15,369 20,638
Payments received on account 36,955 34,592
Other taxation and social security payable 6,175 12,834
Accruals 13,319 13,105
71,818 81,169

The fair value of financial liabilities approximates their carrying value due to short maturities. Financial liabilities are denominated in Sterling.

Payments received on account represent deposits taken from customers at the point of order andin advance of the Group fulfilling its performance
obligations to provide goods and services for customer orders. They will be realised in the next 12 months. The brought forward balance of payments
received on account was recognised as revenue during the year.
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Notes to the consolidated financial statements continued

17. Tradeandotherpayables—non-current

Asat Asat
31 July 2021 25 July 2020
£000 £000
Accruals - 137
- 137
18. Deferredtaxasset
The Group's movements in deferred taxation during the current financial year and previous year are as follows:
Asat Asat
31July 2021 25 July 2020
£000 £000
Opening deferred tax asset/(liability) 722 (452)
Adjustment oninitial application of IFRS 16 - 990
Opening deferred tax asset (restated) 722 538
Adjustments inrespect of prior years 694 (100)
Credited to profit and loss account arising from the origination and reversal of temporary differences (note 9) 608 284
Closing deferred tax asset 2,024 722
Deferred taxation has been fully recognised/provided for in respect of:
Asat Asat
31 July 2021 25 July 2020
£000 £000
Accelerated capital allowances (407) (407)
Losses 1,145 284
Other timing differences a77 43
Capital gains held over (157) (135)
Adjustment oninitial application of IFRS 16 966 937
Closing deferred tax asset 2,024 722

124

The deferredtaxassetsinclude anamount of £1,145,000 which relates to carried-forward taxlosses. The group has concluded that the deferred assets will
be recoverable using the estimated future taxable income based on the approved business plans and budgets. The Group expects to continue generating
taxable income. The losses can be carried forward indefinitely and have no expiry date. There is £33,000 of historic unused losses in the Group's none trading
subsidiaries which have not been recognised due uncertainty that there will be eligible taxable income to offset the losses against. Deferred tax assets are
expected to be utilisedin more than 12 months from the 31 July 2021.

19. Provisions

Property
obligations Total
£'000 £'000
At 26 July 2020 1,209 1,209
Provisions made during the year 434 434
At 31 July 2021 1,643 1,643

Property provisions relate to an estimate of dilapidation and decommissioning costs based on anticipated lease expiries and renewals. These provisions are
expectedto be utilised at the end of each specific lease.

Asat Asat
31 July 2021 25 July 2020
€000 £000
Current 488 125
Non-current 1,155 1,084
S 1,643 1,209
N
£
I}
& 20. Sharecapitaland share premium
r_:u Ordinary Share
E Number of shares premium Total
< shares £'000 £'000 £'000
(%)
2 Asat31July2021and 25 July 2020 38,012,655 38 16 54
3
% Authorised, allotted and fully paid share capitalis 38,012,655 of £0.001 each (2020: 38,012,655 of £0.001 each).
0



21. Dividends

Aninterim dividend of 3.0p (2020: £nil) per ordinary share was declared by the Board of Directors on 16 June 2021. The strength of the Group's balance sheet,

coupled with the robust trading experienced since showrooms re-openedin April 2021, provided the Board with the confidence to recommence dividends
and as such a final dividend of 9.0p (2020: £nil) has been proposed and, if approved, will be recorded within the financial statements for the year ended
30July 2022.

22. Share-based payments
The Group operates equity-settled share schemes for certain employees that are intended to act as along-termincentive to help retain key employees
and Directors who are considered important to the success of the business.

Post-admissionincentivearrangements

The ScS Group plc Long-Term Incentive Plan (LTIP) was adopted on 21 January 2015. The LTIP allows for various types of awards and the following grants

over sharesin ScS Group plc have been made:

(i)  £Nilcost options conditional onthe IPO taking place (approved on 21 January 2015).

(i) Market value options under an HMRC approved Company Share Option Plan (CSOP) conditional on the IPO taking place (approved on 21 January 2015).

(i) Unapproved market value options conditional on the IPO taking place (approved on 21 January 2015).

(iv) Performance-based £nil cost options granted on 30 March 2015 (the performance conditionis based on EPS as set out in the consolidated audited
financial statements of the Group for 2017). As the EPS for the Group was lower than the performance condition set, these awards were forfeited
asat 28 July 2018.

(v) Performance-based £nil cost options granted on 17 October 2016 (the performance conditionis based on EPS as set out in the consolidated audited
financial statements of the Group for the financial year ended 27 July 2019). As the EPS for the Group was higher than the minimum performance
condition set, a proportion of these options were awarded as at 25 July 2020.

(vi) Performance-based £nil cost options granted on 16 October 2017 (the performance conditionis based on EPS as set out in the consolidated audited
financial statements of the Group for the financial year ended 25 July 2020). As the EPS for the Group was lower than the minimum performance
condition set, these options lapsed as at 31 July 2021.

(vii) Performance-based £nil cost options granted on 15 October 2018 (the performance condition is based on EPS as set out in the consolidated audited
financial statements of the Group for the financial year ended 31 July 2021).

(viii) Performance-based €nil cost options granted on 14 October 2019 (the performance conditionis based on EPS as set out in the consolidated audited
financial statements of the Group for the financial year ended 30 July 2022).

(ix) Performance-based €nil cost options granted on 12 October 2020 (the performance conditionis based on EPS as set out in the consolidated audited
financial statements of the Group for the financial year ended 29 July 2023).

Fairvalue ofawards
The awards granted have been valued using the Black-Scholes model. No performance conditions were included in the fair value calculations.

The expected life is the estimated time period to exercise. The expected volatility is calculated by reference to the historic volatility of the Group from the
period between admission and the date of grant and historic volatilities of comparator companies measured over a period commensurate with the expected
life. The dividend yield is based on the target dividend yield set at IPO (with the exception of awards that give an entitlement to receive dividend equivalents).
Therisk-freeinterestrateis the yield on UK government bonds of a term consistent with the expected life. The level of vestingis estimated at the balance
sheet date and will be trued up until the vesting date.

LTIP LTIP 2019,2020and 2021 LTIP LTIP
(pre-IPO nil cost options) (CSOP market value options) (Directors’ awards) (allawards)

Share Average Share Average Share Average Share Average

awards exercise price awards exercise price awards exercise price awards exercise price
Outstanding as at 28 July 2019 22,857 £0.000001 47,513 €175 1,492,630 £0.000001 1,563,000 £0.05
Granted - - - - 562,340 £0.000001 562,340 £0.000001
Forfeited - £0.000001 - - (258,226) £0.000001 (258,226) £0.000001
Exercised (22,857) £0.000001 - - (245,442) £0.000001 (268,299) £0.000001
Outstanding as at 25 July 2020 - - 47,513 £1.75 1,551,302 £0.000001 1,598,815 £0.05
Granted - - - - 627,163 £0.000001 627,163 £0.000001
Lapsed - - - - (452,004) £0.000001 (452,004) £0.000001
Forfeited - - - - (319,047) £0.000001 (319,047) £0.000001
Exercised - - (19,861) £1.75 - £0.000001 (19,861) £1.75
Outstanding as at 31 July 2021 - - 27,652 £1.75 1,407,414 £0.000001 1,435,066 £0.033
Exercisable at 31 July 2021 - - 27,652 £1.75 - - 27,652 £1.75
Exercisable at 25 July 2020 - - 47,513 £1.75 - - 47,513 £1.75

Note: Weighted average share price for all LTIP awards during the year.
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22. Share-based payments continued

Fair value of awards continued

Asat 31 July 2021, 562,597 of the outstanding LTIP share options relate to the 2018 LTIP, which vested as at the year end date. Due to the Group's EPS being
higher than the minimum target set, a proportion of these options will be awarded. Further information onthe LTIP is available in the Directors' Remuneration
reporton page 86.

The fair value of share options issued and the assumptions used in the calculation are as follows:

2015 2015 2017 2018 2019 2020 2021

21 January 21January 17 October 16 October  150ctober 14 October 12 October

Grant date 2015 2015 2016 2017 2018 2019 2020
Share price at grant date £1.75 £1.75 £1.83 £1.75 £2.23 £2.36 £2.00
Exercise price £nil £1.75 £nil £nil £nil £nil £nil
Number of employees 25 6 6 8 8 7 6
Sharesissued 571,421 68,659 474,125 554,141 672,848 562,340 627,163
Expected volatility 33.7% 36.2% — — — — =t
Expected life (years) 3 5 3 3 3 3 3
Risk-free interestrate 0.70% 1.06% — — — — -t
Expecteddividendyield 8% 8% — ~! — — -
Fair value per share £1.38 £0.24 £1.83 £1.75 £2.23 £2.36 £2.00
Actual/estimated vesting 100% 100% 56% 0% 89% 33% 46%

1. LTIP participants are entitled to receive dividend equivalents on unvested awards, and therefore, dividend yield does not impact the fair value calculation. Furthermore, volatility and
risk-free rates do notimpact the fair value calculation for awards with no exercise price or market-based performance conditions.

The total charge for the year relating to employee share-based payment plans was £1,450,000 (2020: credit of £818,000) whichis in relation to equity-settled
share-based payment transactions. There are noliabilities arising from share-based payment transactions.

23. Capitalcommitments
Capital commitments contracted for but not provided amounted to £nil (2020: £480,000).

24. Pensioncommitments

The Group operates several defined contribution pension schemes for the benefit of its staff. The assets of the schemes are held separately from those of
the Group inindependently administered funds. The pension charges represent contributions payable by the Group to these funds and are shownin note 6.
Amounts outstanding at the year end were £211,000 (2020: £227,000) and are held in accruals.

25. Financialinstruments-riskmanagement

Financial risk management policy

The Group's principal financial instruments comprise cash and cash equivalents. The main purpose of these financial instruments is to provide funds for
the Group's operations. The Group has other financial instruments being trade receivables, trade payables and lease liabilities that arise directly fromits
operations.

Itis, and has been, under review throughout the year, the Group's policy that no tradingin financial instruments shall be undertaken. The Group has not
enteredinto derivative transactions during the years under review. The Group does not undertake any speculative transactions and continues to pursue
prudent treasury policies by investing surplus funds only with reputable UK financial institutions.

Creditrisk

The finance for allthe Group's credit sales is provided from external financing companies who bear the whole risk of customer defaults on repayment. The
Group's financial assets which are past due and notimpaired are deemed not material for disclosure. The remaining balance is deemed fully recoverable due
to the use of finance houses to mitigate the risk of recoverability. There have been no gains/losses on financial liabilities.

Cashand deposits are invested with Lloyds Bank plc.

Liquidityrisk

The Group's exposure to liquidity risk is low, as historically, working capital requirements have been funded entirely by self-generated cash flow.

At 31 July 2021, the Group's cash balance totalled £87.7m, and £15.4m was owed as trade payables for goods delivered. The Group has no drawn down debt,
and furtherliquidity is available through the £20.0m CLBILS revolving credit facility (RCF) granted on 25 August 2020. This facility is committed for a term of

36 months and would be renegotiated wellin advance of this maturity date. The RCF is subject to certain covenants inrespect of fixed charge cover, liquidity,
leverage and capital spending.

Financialinstruments by category

Financial assets andliabilities are classified in accordance with IFRS 9. No financial instruments have been reclassified or derecognised in the year. There are
no financial assets which are pledged or held as collateral. The Group does not hold any financial assets or liabilities held as fair value through the income
statement, defined as being in a hedging relationship or any available for sale financial assets.



25. Financialinstruments-risk management (continued)

Financial instruments by category (continued)

The Group's main financial assets comprise cash and cash equivalents and trade receivables (note 15) arising from the Group's activities. These financial
assets all meet the conditions to be recognised at amortised cost under IFRS 9.

Other than trade and other payables (note 16) and lease liabilities (note 13), the Group had no financial liabilities within the scope of IFRS 9 as at 31 July 2021
(2020: £nil). Balances within trade and other payables will mature within one year and lease liabilities are measured at amortised cost.

The fair value of the Group's financial assets and liabilities is not materially different from their carrying values. Financial assets and liabilities comprise
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principally of trade receivables and trade payables and the only interest-bearing balances are the bank deposits and borrowings which attract interest at
variable rates.
Capitalmanagement @
The Group's objectives when managing capital are to safeguard its ability to continue as a going concern and retain financial flexibility to provide returns
for shareholders and benefits for other stakeholders. The Group considers capital to be equity and cash. Equity and cash are disclosed in the Consolidated
statement of financial position.
The Group managesits capital through continued focus on free cash flow generation and setting the level of capital expenditure and dividend in the context
ofthe current period and forecast free cash flow.
26. Relatedparties
Holdings in subsidiaries and any relevant related party transactions are disclosed in the Company financial statements in note 5. Only ScS Furnishings
Limited and the ScS Group plc Employee Benefit Trust are notincluded inthe consolidation on the grounds of materiality.
27. Contingentliabilities
The subsidiary undertakings of the Group are party to a debenture with Lloyds Bank plc which grants fixed and floating charges over the assets of each
subsidiary undertaking.
28. Treasurysharereserve

£000
Asat 28 July 2019 91 127
Purchase of own shares 754
Transfer to retained earnings (663)
Asat 25 July 2020 182
Purchase of own shares 410
Sale of treasury shares (43)
Asat 31 July 2021 549

During the financial year, the Group's Employee Benefit Trust purchased 200,000 ordinary shares of £0.001 eachin the Group at an average price of
204.4 pence per ordinary share for the purpose of satisfying management share incentive awards. Subsequently, 19,861 of these shares were used to
satisfy awards, with the remainder held as treasury shares. As at 31 July 2021 the Group holds 257,414 of its own ordinary shares of 0.1 pence eachin the
Group atanaverage purchase price of 213.4 pence.

Duringthe prior year, the Group's Employee Benefit Trust purchased 324,582 ordinary shares of £0.001 each inthe Group atan average price of 232.2 pence
per ordinary share for the purpose of satisfying management share incentive awards. 290,025 of these shares had been used to satisfy awards, with the
remainder held as treasury shares. As at 25 July 2020 the Group held 77,275 of its own ordinary shares of 0.1 pence each in the Group at an average purchase
price of 234.9 pence.

29. Netdebt

Year ended Year ended

31 July 2021 25 July 2020

€000 £000

Cashand cash equivalents 87,650 82,282
Leaseliabilities (116,061) (136,420)
Net debt (28,411) (54,138)

As aresult of the adoption of IFRS 16, the Groupis in anet debt position due to the recognition of alease liability.

The changeinleaseliabilities from £136,420,000 to £116,061,000 was a result of £3,741,000 interest charged, £26,448,000 principal repayments and
additions of £2,348,000.
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Company statement of financial position
As at 31 July 2021

Asat 31 July 2021

Asat 25 July 2020

Note €000 £000
Non-current assets
Investments 5 70,000 70,000
Total non-current assets 70,000 70,000
Current assets
Trade and other receivables 6 35 27
Deferredtax asset 7 442 149
Cashatbankandinhand - _
Total current assets 477 176
Total assets 70,477 70,176
Currentliabilities
Trade and other payables 8 14,196 12,563
Total current liabilities 14,196 12,563
Total liabilities 14,196 12,563
Capitalandreserves
Called-up share capital 9 38 38
Share premium account 9 16 16
Capital redemption reserve 15 15
Treasury sharereserve 12 (549) (182)
Retained earnings 56,761 57,726
Total shareholders’ funds 56,281 57,613
Total equity 56,281 57,613
Total equity and liabilities 70,477 70,176

The notes on pages 131 to 133 form anintegral part of these financial statements.

The total comprehensive income for the year included within the financial statements of the Companyis £176,000 (2020: £3,612,000).

Thefinancial statements on pages 128 to 133 were approved by the Board and authorised for issue on 4 October 2021 and signed onits behalf by:

Steve Carson
Chief Executive Officer
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Company statement of changes in equity g

@

For the year ended 31 July 2021 g

g

Called-up Share Capital %

share premium redemption Treasury Retained Total _—

capital account reserve reserve earnings equity O

£000 £000 £000 £'000 £000 £'000 8

At 28 July 2019 40 16 13 (91) 63,538 63,516 i

Profit and total comprehensive income - - - - 3,612 3,612 g

Purchase of own shares - - - - (4,425) (4,425) I

Cancellation of repurchased shares (2) - 2 - - - g

Treasury shares (note 12) - - - (91) (663) (754) %’

Dividends paid (note 10) - - - - (4,336) (4336)  °©

At 25 July 2020 38 16 15 (182) 57,726 57,613 3

At 26 July 2020 38 16 15 (182) 57,726 57,613 ,

Profit and total comprehensive income - - - - 176 176 ._,_.
Purchase of treasury shares (note 12) - - - (410) - (410)
Sale of treasury shares (note 12) - - - 43 (8) 35
Dividend paid (note 10) - - - - (1,133) (1,133)
At 31 July 2021 38 16 15 (549) 56,761 56,281
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Company statement of cash flows
As at 31 July 2021

53 weeks ended 52 weeks ended
31 July 2021 25 July 2020
Note €000 £000
Cash flows from operating activities
(Loss)/profit before taxation (117) 3,463
Changes inworking capital:
Increase in trade and other receivables 6 (8) (23)
Increase in trade and other payables 8 1,633 6,076
Cash generated from operations 1,508 9,516
Net cash flow generated from operating activities 1,508 9,516
Net cash flow used ininvesting activities - -
Cash flows used in financing activities
Dividends paid 10 (1,133) (4,336)
Purchase of own shares (410) (5,180)
Sales of own shares 35 -
Net cash flow used in financing activities (1,508) (9,516)

Netincreasein cash and cash equivalents - -
Cash and cash equivalents at beginning of year - -

Cash and cash equivalents at end of year - -
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Notes to the company financial statements
For the year ended 31 July 2021

1. Generalinformation

ScS Group plc (the ‘Company') is a company limited by shares incorporated and domiciled in England, within the UK (Company registration number
03263435). The address of the registered office is 45-49 Villiers Street, Sunderland, SR1 1HA. The Company's principal activity is to act as a holding company
forits subsidiaries, andits shares are listed onthe London Stock Exchange (LSE).

2. Accounting policies
The principal accounting policies applied in the preparation of these financial statement are set out below. These policies have been consistently applied
to allthe years presented, unless otherwise stated.

Statement of compliance with FRS 101
These financial statements were prepared in accordance with Financial Reporting Standard 101, 'Reduced Disclosure Framework' (FRS 101). The Company
meets the definition of a qualifying entity under FRS 100, 'Application of Financial Reporting Requirements' asissued by the Financial Reporting Council.

Basis of preparation
Thefinancial statements have been prepared under the historical cost convention and in accordance with the Companies Act 2006.

As permitted by FRS 101, the Company has taken advantage of the disclosure exemptions available under that standard in relation to business combinations,

financialinstruments, capital management, presentation of comparative information in respect of certain assets, standards not yet effective, impairment
of assets and related party transactions. Where required, equivalent disclosures are given in the consolidated financial statements of ScS Group plc.

Going concern

The Company is the ultimate holding company to a group whichiis highly cash generative, and which holds sufficient medium and long-term facilities in
place to enable it to meet its obligations as they fall due. The Directors are, therefore, satisfied that the Company has adequate resources to continue
in operational existence for the foreseeable future.

Furtherinformation on the Group's going concern and ongoing viability is provided in note 2 of the Group financial statements.

Critical accounting estimates and judgements

The preparation of financial statements in conformity with FRS 101 requires the use of certain critical accounting estimates. It also requires management
to exerciseits judgementinthe process of applying the Company's accounting policies. However, due to the nature of the Company, we do not consider
there to be any critical accounting estimates or judgements made in the preparation of these financial statements.

Capitalmanagement
The Company follows the same capital management as the Group —see page 127 in the Group financial statements.

New standards,amendments and interpretations
Forthelatestamendments and interpretations, please refer to page 111 in the Group financial statements.

Fixed assetinvestments
Fixed assetinvestments in subsidiary undertakings are recorded at cost plus incidental expenses less any provision for impairment.

Tradereceivables
Trade receivables for the Company refer to prepayments made for services performed in the ordinary course of business. Trade receivables are recognised
initially at fair value and subsequently measured at amortised cost using the effective interest method, less provision forimpairment.

Tradepayables
Trade payables are obligations to pay for goods or services that have been acquired in the ordinary course of business from suppliers. Trade payables are
recognised initially at fair value and subsequently measured at amortised cost using the effective interest method.

Treasuryshares

The Employee Benefit Trust (EBT) provides for the issue of shares to Group employees, principally under share option schemes. Shares in the Company
held by the EBT are includedin the balance sheet as treasury shares at cost, including any directly attributable incremental costs. Subsequent consideration
received for the sale of such shares s also recognised in equity, with any difference between the sale proceeds and the original cost being taken to retained
earnings. No gain orloss is recognised in the financial statements on transactions in treasury shares.

Taxation
The tax charge for the financial period is based on the profit for the financial period.

Related parties

Inthese financial statements, the Company has taken advantage of the following disclosure exemptions available under FRS 101:

— Therequirement of paragraph 17 of IAS 24 'Related Party Transactions'’; and

—  Therequirementsin|AS 24 'Related Party Disclosures' to disclose related party transactions entered into between two or more members of a group,
provided that any subsidiary whichis party to the transactionis a wholly-owned by such a member.
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Notes to the company financial statements continued
For the year ended 31 July 2021

3. Income statement exemption
The Company has elected to take the exemption under section 408 of the Companies Act 2006 from presenting the Income Statement or a Statement of
Comprehensive Income for the Company. Total comprehensive income for the Company for the year was £176,000 (2020: £3,612,000).

4. Directors’ emoluments

No Executive Directors received any remuneration for their services to the Company (2020: £nil). All Executive Directors' remuneration was borne by another
Group company, A. Share & Sons Limited. These costs have been consolidated into the Group's financial statements and are disclosed, along with the Non-
Executive Directors'fees, within the Remuneration Report on pages 81 to 90.

The Company does not employ any staff other than the Non-Executive Directors noted above.

5. Investments

Subsidiary
undertaking
£000
Costand netbook value
At 25 July 2020 and 31 July 2021 70,000
The subsidiaries, which were owned and incorporated in the United Kingdom are as follows:
Name Principal activity Class of shares held % of holdings
Parlour Product Topco Limited Holding company Ordinary 100%
Held by subsidiary undertakings
Parlour Product Holding Limited Holding company Ordinary 100%
A.Share & Sons Limited Specialist retailer of upholstered furniture Ordinary 100%
ScS Furnishings Limited Dormant company Ordinary 100%
Theregistered office address for all of the subsidiaries is 45-49 Villiers Street, Sunderland, SR1 1HA.
All shares carry equal voting rights and are deemed to be controlled by ScS Group plc.
132
ScSFurnishings Limitedis exempt from audit as it is dormant. Its aggregate amount of capitaland reservesis £1.
6. Tradeand otherreceivables
Asat Asat
31 July 2021 25 July 2020
£000 £000
Prepayments 35 27
7. Deferredtaxasset
The Company's movements in deferred taxation during the current financial year and previous year are as follows:
Asat Asat
31 July 2021 25 July 2020
€000 £000
Opening deferredtax asset 149 -
Credited to profit andloss account arising from the origination and reversal of temporary differences 293 149
Closing deferred tax asset 442 149
Deferredtaxation has been fully recognised in respect of:
Asat Asat
31 July 2021 25 July 2020
€000 £000
Losses 442 149
Closing deferred tax asset 442 149
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8. Tradeand other payables

Asat Asat
31 July 2021 25 July 2020
£000 £000
Amounts owed to Group undertakings 13,906 12,415
Accruals and deferred income 290 148
14,196 12,563
Amounts owed to Group undertakings are unsecured, interest-free and repayable on demand.
9. Sharecapitaland share premium
Ordinary Share
Number of shares premium Total
shares £'000 £'000 £'000
Asat 25 July 2020 and 31 July 2021 38,012,655 38 16 54

Authorised, allotted and fully paid share capitalis 38,012,655 of £0.001 each (2020: 38,012,655 of £0.001 each).

10. Dividends

Aninterim dividend of 3.0p (2020: £nil) per ordinary share was declared by the Board of Directors on 16 June 2021. The strength of the Group's balance sheet,
coupled with the robust trading experienced since showrooms re-openedin April 2021, provided the Board with the confidence to recommence dividends
and as such a final dividend of 7.0p (2020: £nil) has been proposed and, if approved, will be recorded within the financial statements for the year ended

30July 2022.

11. Financialinstruments
The Company has financialinstruments, being trade receivables and trade payables, that arise directly fromits operations. The financialinstruments —
risk management policy has beenincluded in note 25 of the Group financial statements.

12. Treasurysharereserve
Details of the Company's share capital and share buybacks are givenin note 28 of the Group financial statements.
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Alternative performance measures (APMs)

Inthe reporting of financial information, the Board have adopted various Alternative performance measures (APMs). APMs should be considered in addition
to IFRS measurements. The Board believe that these APMs assist in providing useful information on the underlying performance and position of the Group
and enhance the comparability of information between reporting periods by adjusting for non-underlying items which affect IFRS measures and are used
internally by the Board to measure the Group's performance.

Consequently, APMs are used by the Board and management for performance analysis, planning, reporting and incentive setting purposes and have
remained consistent with prior year. A subset is also used by management in setting director and management remuneration. The measures are also used
in discussions with the investment analyst community. The key APMs used by the Group are summarised in the table below.

APM Definition Reconciliation
Like-for like order growth 'Like-for-like' order growth comprises total N/A
orders (inclusive of VAT) in a financial period
compared to total orders achievedin a prior
period excluding new or closed stores to
ensure comparability.
Gross sales Gross sales represents turnover on the sale Ez,g:; Ez,ggg
of goods and warranties before deduction
of interest-free credit. Revenue 310,566 255,491
Addback: costs of interest-free credit 13,953 12,628
Gross sales (note 3) 324,519 268,119
I ! 2021 2020
Gross margin Gross profit as a percentage of gross sales. £000 £'000
Revenue 310,566 255,491
Add back: costs of interest-free credit 13,953 12,628
Gross sales (note 3) 324,519 268,119
Gross profit 146,987 119,580
Gross margin 45.3% 44.6%
: ; f 2021 2020
134 Free cash flow Nleltmcrease.m cash before theimpacts of £'000 £000
dividends paid and the purchase of own shares.
Netincrease in cash and cash equivalents 5,368 24,616
Dividends 1,133 4,336
Purchase of own shares 410 5,180
Sale of own shares (35) -
Free cash flow 6,876 34,132
Non-underlyingitems Certain costs orincomes that derive from Ez,gg; Ez,ggg
events or transactions that fall outside
the normal activities of the Group and are Operating exceptional items (note 5) 4,242 (3,989)
excluded by virtue of their size and nature
to reflect management's view of the
performance of the Group.
Underlying EBITDA Earnings before interest, tax, depreciation Ez,gg; 52'838
and amortisation before the effect of - -
non-underlying items in the period. Statutory operating profit 26,773 719
Depreciation ontangible fixed assets 3,980 4,847
Depreciation on right-of-use assets 21,149 22,787
Amortisation of intangible assets 865 647
EBITDA 52,767 36,978
Non-underlyingitems (4,242) 3,989
Underlying EBITDA 48,525 32,989
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APM Definition Reconciliation

Underlying operating profit Underlying operating profit is based on Ez,g;‘;; Ez,ggg
operating profit before the impact of certain - -
costs orincomes that derive from events Statutory operating profit 26,773 719
ortransactions that fall outside the normal Non-underlyingitems (4,242) 3.989
activities of the Group and are excluded Underlying operating profit 22,531 4,708
by virtue of their size and nature to reflect
management's view of the performance
of the Group.

Underlying profit before tax Underlying profit before taxis based on profit :,g;‘;; Ez,gsg
before tax, before the impact of certain
costs orincomes that derive from events Statutory profit/(loss) before tax 22,674 (3,121)
ortransactions that fall outside the normal Non-underlyingitems (4,242) 3.989
activities of the Group and are excluded Underlying profit before tax 18,432 868
by virtue of their size and nature to reflect
management's view of the performance of
the Group.

Underlying basic EPS Underlying basic earnings per share (EPS)is Ez,g:; Ez,ggg
based on earnings per share before the impact - -
of certain costs orincomes that derive from Profit/(loss) for the period 19,064 (2.223)
events or transactions that fall outside the Non-underlying items net of tax (3,436) 3.231
normal activities of the Group and are excluded . "
by virtue of their size and nature to reflect Underlying profit after tax 15,628 1008
management's view of the performance Number of shares (000') 37,829 38.464
ofthe Group.

Underlying EPS 41.3p 2.6p
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Company information

Registered office
ScS Group plc
45-49 Villiers Street
Sunderland

SR11HA

Tyne and Wear

Tel:0191 731 3000
www.scsplc.co.uk

Company number
RegisteredinEngland: 03263435

Listing

Ordinary shares of ScS Group plc are listed with a premium listing on the London Stock Exchange.

Shareregistrar
Equiniti

Aspect House
Spencer Road
Lancing

West Sussex
BN99 6DA

Tel:0371 384 2468
www.equiniti.com

Independent auditor
PricewaterhouseCoopersLLP
5th &6th Floor
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Orchard Street

136 Newcastle Upon Tyne

NE13AZ

Tel:0191 2328493
WWW.pWC.CO.UK

Brokers

Shore Capital Group Ltd
CassiniHouse

57 St James's Street

London

SW1A1LD

Tel:020 7408 4050
www.shorecap.co.uk

Principal bankers

Lloyds Banking Group PLC
10 Gresham Street

London

EC2V 7AE

Tel:0207616 1500
www.lloydsbankinggroup.com
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Buchanan
107 Cheapside
London

EC2V 6DN
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