ScCS

SoFA ¢ CARPET * SPECIALIST

i

welivering
=¥ ourvalues

Annual Report 2020



StrategicReport Financial Statements

2 49 7/8-112

AtaGlance 78 Independent Auditors' Report
Delivering our Values to the Members of ScS Group plc

14 OurBusiness Model 85 Consolidated Statement
of Comprehensive Income
- . 86 Consolidated Statement
18 Chairman'’s Letter . . -
of Financial Position

20 CEO'sReview 87 Consolidated Statement
24 Our Strategy of Changes in Equity

26 KeyPerformance Indicators 88 Consolidated Statement
28 Financial Review of Cash Flows

32 Stakeholder Engagement 89 Notestothe Consolidated
Financial Statements

16 Ourmarkets

34 RiskandRisk Management

36 Principal Risks and Uncertainties Company Statement of Financial Position

49 Viability Statement

Company Statement of Changes in Equity

Company Statement of Cash Flows

Corporate Governance Notes to the Company
Financial Statements
5 O _7 7 Company Information

Board of Directors

Corporate Governance Statement

Audit Committee Report

Directors' Remuneration Report

Remuneration Policy Report

Directors’' Report

Statement of Directors’ Responsibilities




SCS
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ScSisoneofthe UK'sleading
furniture and flooring retailers,
operating from 100 stores.

After morethan 100 years
of offering customers
the best combination of
value, quality and choice,
this year has beenlike

no other we have faced.
Despite the challenges,
our dedicated colleagues
have lived our values and
continue to deliverforall
of our stakeholders.
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Providing excellent customer
experience with outstanding
value, quality and choice

At ScS, we pride ourselves on being the UK's ‘Sofa Carpet
Specialist’. We have a clear purpose and strategy which drives
us day-to-day and ensures we offer our customers the best
combination of customer service, value-for-money, quality
and product choice. Our dedicated team of specialists are
highly-trained in their fields. We are one of the UK's leading
furniture and flooring retailers and have over 100 years of
furniture and retailing experience.

Our customers homes are special places —
they are where they relax and enjoy quality
time with their families. We want to make sure
they have the best available choice of quality
furniture and flooring, and all at the right

price. Founded in the 1890s as a family-owned
business in Sunderland, we understand our
customers and how important customer
experience and value are to them. Our
business and reputationis built on offering
outstanding value-for-money along with an
excellent experience. We combine this with a
relentless focus on great quality and choice,
throughout our bespoke and extensive sofa
ranges and our specialist flooring offering. Our
customers are paramount to us and we place
them at the heart of what we do, through our
purpose, culture and values. At ScS, we focus
on providing an excellent customer experience
with outstanding value, quality and choice.

Our people make us who we are, and building
andinspiringan outstanding teamis at
the forefront of our business strategy;

Our responsibility

At ScS, we have a clear vision to be

Britain's best value sofa and carpet retailer.
At the same time, we recognise that as a
responsible business we have an obligation
to operateinamanner thatis both ethical
and sustainable.

Ourfocusis onthree key areas:

— People, to continue tomake ScS agreat
place to work, with a focus on building
andinspiring an outstandingteam;

it encourages our people to give their
very best and enjoy what they do. We are
committed to creating a great place to
work and 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 a winning attitude; and

Trusted: Operating with fairness, respect,
honesty and integrity.

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 staff member is treated as an equal
and we recognise and reward people for
doing theright thing.

Delivering our values will continue to
help our business grow, evolve and build
acommunity that our people are proud
tobeapartof.

Community, where we put emphasis
onlocal charitable fundraising; and
Sustainability, where our emphasis
isonrecyclingwaste, reducing energy
consumption and emissions, and
working with our supply base to ensure
ethical sourcing.

Read more on Stakeholder
Engagement on pages 32 to 33

Employees

1,707

(FY19:1,784)

M Storeteams
B Head office and support teams

Delivery and warehousing teams

Gross sales breakdown*

£268.1m

(FY19: £333.3m)

B Fumiture (in-store) Online

B Flooring (in-store)
*  Grosssales represents turnover onthe sale of goods
and warranties before deduction of interest free credit
(page 94)
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Whereweare

Over the past few years, we have focused on
optimising our store footprint to ensure our
estate is sustainable and efficient. We want
to ensure that our stores are accessible and

reach as many potential customers as possible.

Theright store in the right location works
hand-in-hand with having great people,
great product, excellent service and value.

We currently trade from 100 stores across the UK—from Aberdeen

to Plymouth, and believe the reach offered by our existing and targeted
network is optimum to meet customer demand, whilst ensuringwe
make an appropriate return. As customer shopping habits evolve

and the demand for online shoppingincreases, we are able to support
our physical estate through offering all of our ranges on our website.

Anew website was launched this summer, with increased speed,

mobile optimisation and functionality. This has been coupled with other
improvements including increased product visualisation. The progress
made in our online capability allows customers not only to purchase
with more confidence online but perform detailed research before
visiting one of our stores. Our statistics show that our online sales are
complementary to our stores, attracting a different customer base.
The retail network is then further supported by nine strategically

placed regional distribution centres.

Our stores and distribution centres

e Stores o Distribution

Stores across the UK Distribution centres

100 9

Averageretail space per store

14’374 sqft
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To our customers,
colleagues, markets and
new ways of working

Our product range s carefully selected with our customers atthe
forefront of our procurement decisions and during the year we continued
to respond to the latest customer demands by launching over 100 new
products across our furniture and flooring ranges.

Ahead of re-opening our stores we wanted to make sure that our
customers felt safe and we understood that they would prefer to avoid
queues, therefore we introduced an appointment system. Customers are
now able to book a convenient time slot at any our 100 stores, giving them
dedicated timein our branches with a member of the sales team. As well as
benefiting our customers, the system has resulted inincreased conversion
rates and positive customer feedback on Trustpilot.

Throughout lockdown it was important that we were still able to respond
to aftercare issues for our customers. Our team of technicians adapted to
working from home and were able to carry out virtual product inspections
using video conferencing software.

s |

“We recently launched our own ‘Inspire’
brand in response to our customers'’
desire for a classic, timeless and
stylish range. We understand that our
customers want theirhometobeas
individual as they are, which is why we
offer a superior range of famous sofa
brands to suit all tastes. Ensuring we
offer the right products at the right
priceis key to what we do.”

Melissa Maddison
Merchandising manager
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Working and
communicating with
each other to achieve
common goals

Ensuring that our people feel connected to the business and part of the
ScS community is key to our success, and this was especially important
duringlockdown. Through our increased internal communication
channels, including weekly emails and regular team video conferences, we
made sure that everyone was kept up to date on the latest developments.

As we knew it was vital to get our colleagues opinions on our approach

to re-opening, we created aninteractive forum so that they could share
their views, had the latest information at their fingertips and were able to
communicate with other colleagues, sharing their concerns or even their
latestlockdown DIY projects!

Our teams worked tirelessly in the first week of lockdown to ensure all our
customers were personally contacted and updated on their order status.
This was followed by regular communications to provide reassurance.

Our care and consideration has beenreflectedin positive Trustpilot reviews.

We recognise the importance of having an efficient, resilient and high
quality supply chain as we continue to grow together. As part of our
commitment to these partnerships, all our suppliers received full payment
duringlockdown, enabling us to work quickly with them to deliver orders
as we re-opened. We continue to work collaboratively to ensure our
customers receive the best product at the right price.
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Delivering our Values

“During lockdown ScS supported me to set up and run an Sc$S
team radio station. | thoroughly enjoyed being able to provide
support and entertainment to my colleagues during such a
challenging time. With more than 900 people tuning in it was

great to stay connected and boost morale! I'm very proud to
be a part of the ScS community.”

Paul Hillier
Sales Professional at our Plymouth store
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Doing thingsright
firsttime

We know that at times balancing the challenges of work and home life
can be difficult, that's why our colleague’'s mental health and wellbeing
is of utmostimportance to us. We have teamed up with an external
organisation to offer support to our people through a free, confidential
employee assistance programme, available 24/7.

To further enhance the support available, we have also trained 32 of our
people to become mental health first aiders, and our senior managers
have participated in mental heath awareness training, so thatif anyone
needs extra support they can turnto a trained colleague for help.

Ahead of re-opening our stores and distribution centres, risk assessments
were carried out for all of our main operational processes and activities to
ensure the safety and wellbeing of our colleagues and customers. Our risk
assessments are published on our plc website.

Teams were issued with a'Safety First'booklet which contained details
of the new measures which were to be implemented, such as one way
systems, deep cleaning procedures and checks to be performed
before entering a customer's home for our distribution crews, flooring
surveyors and technicians. COVID-19 specific mandatory training was
rolled out across the business and PPE was made available alongside
ademonstration video of how to use it effectively.

e

“Asking for help and offering a helping
hand whenit's needed is part of what
our ‘getitright’ value is all about. With
the psychological impact of COVID-19
leading to elevated levels of stress and
anxiety, it was more important than
ever for us to focus on mental health
and wellbeing.”

Hannah English
Engagement and Internal Communications

| L40d3yDI93LVYULS
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Passionate, committed
and driven with a winning
attitude

The creation of our new customer experience support team allows

our customers to benefit from a dedicated team available for a wider
timeframe. The new team has embraced their roles and are committed
to providing an efficient and consistent service.

We were quick to respond to the COVID-19 pandemic and move staff,
where possible, to work from home ahead of the governmentimposed
lockdown. Our people quickly adapted to their new way of working, utilising
video conferencing and other communication channels. Teams went the
extramile to ensure that they had regular catch ups and that much needed
interaction with others!

Gala Sals

5=
“Pact

HHmEE e T

Our e-commerce team have been working hard on our new website which
launchedin July 2020. Given the increased activity via our website during
the year it was vital that the transition was managed effectively, requiring
careful preparation and planning. Our dedicated team of experts have
made significant improvements to our website, including increasing speed,
improving navigation and user experience for mobile devices, enhanced
information showcasing our products, and increased functionality in the
check-out process for customers.
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Hard
work

11

Jorking from home was a new concept for
alot of my colleagues and my main focus
was to ensure that they had an appropriate
workstation that complied with our health
and safety guidelines. | performed virtual
assessments and offered advice on how
the’j} could make their space more suitable.”

Mark Forster
Health and Safety Officer
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“Thank you so much to ScS fi
very generous donation. It i
appreciated and will help us
support those infood pover

Gateshead Foodbank

“We are really grateful for organisations
like yours stepping up at this time."

Loug-hborough Foodbank

o
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Operating with fairness,
respect, honesty
and integrity

As atrusted and responsible employer we take our commitment to our
people very seriously and we strive to support and reward our colleagues
as bestwe can. The Board took the decision to top up the basic pay
ofthose furloughed to 100% so that no one was financially impacted
during these already challenging times.

With over 230,000 Trustpilot reviews our customers take comfortin

the positive experience of others and recognising that they are shopping
with a trusted business. Throughout the year we have maintained our
‘Excellent’ Trustpilot rating and continuously monitor our reviews to
reward our teams and identify any areas forimprovement.

With demand for food bank support being unprecedented during
lockdown, ScS supported the Trussell Trust by donating £48,000 to the
food banks located closest to each of our 100 stores. We recognise the
importance of supporting our local communities and we are proud to
have been able to support such a great cause and make a difference.

Excellent
*Trustpilot

ScS donation to food banks closest to our 100 stores

£48,000

| SLNIWILVLSIVIONVYNI4 | IJONVNYIAOO ILVHOJHOD | LUOLIUDIDILVULS
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Our Business Model

Creating value and choice
for our target market

A high quality, value-led range of products, supported by an expert
team, modern stores, and an efficient supply chain, providing
outstanding value, quality and choice for our customers.

Our key ingredients

Range of price points
From £299 to £5,295,

creating value and choice
for our customers.

Easy ways to pay Product

Long-term
interest-free credit What we do

making buylng affordable. We offerawiderange Qfdesigns andlfamous
brands across our furniture and flooring ranges,

all at price points that deliver great value.

Brands Our furniture products are made-to-order
and tailored to meet our customers' needs.

Long-term relationships

with |eading furniture Our flooring offering ranges from carpets and
. rugs to laminate and luxury vinyl tiling. Thereis
and ﬂoorlng brands. something for everyone.

Working closely with our suppliers allows us to
Service targetkey price Pomts and offer our products
atthe best possible value.

‘Excellent’ Trustpilot rated

service delivered by our
passionate and caring team.

Howwedoit
We carefully select our suppliers and source

on key retail Pa rks from a small group of specialists, mainly

Hiah li r UK-based suppliers, most of whom we
gnqss ty stores have worked with for many years, building

in prime locations. strong relationships.

Our size ensures we are key to all of our
suppliers, ensuring our customers benefit
from our demands for value and quality.

Online

Showcasing product _ .

i . To give our customers flexibility we offer
and a rapidly growing interest-free credit across all of our products.
sales platform.

Toensure our customers purchase the right
flooring for theirhome we offer a free flooring
sample service.

In-store expertise

What we do

Across our 100 stores we offer our customers
the opportunity to purchase their furniture and
flooring under one roof and help to make their
house ahome.

Our dedicated sales teams are onhandto help
the customer choose the right product for them
within our large, modern stores.

We provide a free surveying service so flooring
customers can be assured that they have
orderedthe correct size and quantity of floor
covering for their home.

Howwe doit

Our 'home of brands' vision allows our customer
to browse our stores and envisage our products
intheirhome, with complimentary furniture

and flooring products displayed together.

Trustpilot reviews allow us to ensure we monitor
and improve what we offer, and our 'Excellent’
rating reassures our teams and our customers
that we are doing a greatjob.

We have fully integrated our in store sales
app. nYwhere, into the business to improve
the ordering process. We have also added
functionality to allow carpet surveyors to
complete ordersinthe customer's home.



“We have a clear vision to be Britain's
best value sofa and carpet retailer.”

Alan Smith
Chairman

Website

What we do
Our store network is supported by our new

mobile and tablet friendly transactional website.

Withimproved computer generated imagery
(CGlI) of our products and a more efficient
checkout process, our website allows
customers the chance to browse our
products at their leisure and convenience.

We have introduced an electronic ‘contact us’
form to allow our customers to contact us

24 hours aday, seven days a week, atatime
andlocation convenient to them.

Howwedoit

Ouir full product portfolio, clear pricing, detailed
product information and buying guides ensure
our customers have afirst class experience,
whether looking to buy online or simply using
the site to research and view our great products
and offers, prior to visiting a store.

We have introduced web-only products as we
recognise the needs of our online customers
may differ to those who chose to come in store.

Delivery

What we do

We offer atwo-man home delivery and
installation service for our furniture products,
and a fullfitting service for our flooring range.

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.

Working with our fitting partners our flooring
is cut, delivered and fitted to our customers'
specifications.

How wedoit

From our nine distribution centres operating
across the UK, our delivery teams ensure
that customersreceive their furniture in
atimely manner.

Our two-man home delivery operation uses
electronic proof of delivery software which
integrates with our core system, giving

our teams real-time visibility and improving
query resolution.

Customer experience

What we do

We have a dedicated, central customer
experience teamwho have the tools, knowledge
and technology to ensure we canresolve

our customers' queries quickly. The team

are available to provide assistance seven

days aweek.

Our team of highly skilled service technicians,
andflooring surveyors, are on hand to visit
customers'homes to take care of any issues
arising after delivery or fitting.

Our dynamic appointment scheduling
system allows us to offer the earliest possible
appointment to a customer, which caninclude
asame day service.

Howwe doit

Utilising contact centre technology and a

job optimisation solution, our teamis able to
manage customer enquiries and our service
technician appointments. These appointments
are scheduled to give the shortest possible

wait times, ensuring that our customers
benefit from an efficient service.

Our service technicians benefit from support
tools which allows them to electronically submit
high quality, mediarich reports which means
that our aftercare team can respond quickly

to their recommendations and we can feedback
to our suppliers to ensure product quality
continues toimprove.

| L40d3uDI93LVYULS
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Our Markets

Potential
opportunity
inarecovering
but uncertain
market

-22.1%

Forecast 2020 market size: Furniture*

£2,462m

-29.1%

Forecast 2020 market size: Flooring*

£1,403m

* source GlobalData (as of 1 Sept 2020)

Current UK market
We operate in both the
furniture and flooring markets.

Market commentary

The latest analysis of the upholstery market
from GlobalData suggests a 0.7% reduction
inthe size of the market in 2019 will be followed
by a further 22.1% fallin 2020. Their view is
that 2020 initially began relatively buoyantly,
but this growth was interruptedin March by
COVID-19 and the national lockdown, with
consumers deferring non-essential purchases
and whilst online orders grew significantly, the
relatively small proportion of the market that

is transacted via the web meant thisincrease
was not able to counterbalance the closure of
stores. Pent-up demand occurred as customers
emerged fromlockdown inamore cash-rich
position, spending money that was previously
earmarked for holidays and other leisure
activities onhome improvements. GlobalData
predict that customers have brought forward
purchases and forecast market conditions

will become challenging with the developing
COVID-19 pandemic, the end of the current
furlough scheme at the end of October, and
the end of the EU transition period. GlobalData
are forecasting that the 22.1% decline in 2020
willlargely reverse in 2021, with the market

forecasted to be down 2% when compared to
2019.By 2025, the market is forecast to be 5.6%
higher than 2019.

GlobalData analysis onthe floorcoverings
market suggest that following growth of 0.9%in
2019, it willbe one of the hardest hit sub-sectors
withinretailin 2020. Their commentary outlines
that lockdown prevented the measurements
and installation of flooring, and encouraged
shoppers to be more considered with non-
essential purchases. Unlike other sectors,
flooring did not transfer online, and the weak
housing market for the past two years had
already stunted growth. There hasbeena

slight recoveryin demand since the end of
lockdown, and the stamp-duty holiday has

also encouraged more people to move house,
however as with other big-ticket purchases,
GlobalData highlight that potential restrictions
oninstallers entering customer'shomes, the
end of the furlough scheme and concerns over
job security will lead customers to hold of f

on making bit ticket purchases. GlobalData are
forecastinga 29.1% fallin the floorcoverings
marketin 2020 with 2021 recoveringto 2%
belowthe 2019 market. By 2025, the market

is forecast to be 5.8% higher than 2019.

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

Consumer confidence

Bigticket sales are usually heavily affected by
consumer confidence, which has reached new
lows as COVID-19 has impacted worldwide.
GfK* reported that, with the pandemic's
potential affect on years of job security,
employment was the biggest concern for
consumers. Consumer confidence as reported
inthe GfK Consumer Confidence Index has
fallento -27 in August 2020, down from -14in
August 2019. Recent post-lockdown trading
suggests that theimpact on our markets
appears to be balanced by a change in consumer
spending attitude, where areductionin ability
to spend onholidays in 2020, has allowed for
increased spending on home furnishings.

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 continued to fall each year, with total
transactions for 2019 4.5% lower than the

2016 peak. Theimpact of COVID-19 halted the
housing market entirely during mid-2020, and
totaltransactions to August 2020 are 25.1%
lower when compared to the same periodinthe
prior year. Post-lockdown, pent-up demand for
house moves, atemporary stamp duty freeze,
as well as wider behavioural shifts as people
re-assess their housing needs, including a shift
towards more home working, initially appear to
have encouraged arapidrecovery to the market,
although this may be temporaryin nature.

* GFK Consumer Confidence Index, August 2020



Consumer confidence

-24.8

2015
2016
2017

2018

2019 (12.7)

AUG
2020

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

Availability of consumer credit

Withnearly half of our customers choosing to
utilise our finance options to pay for their products,
the availability of consumer credit helps facilitate
sales, and provide opportunities for upselling. Early
2020 continuedto show growth of net consumer
creditlending, albeit slower than that seenin
recentyears. However, availability is now reported
as beginning to reduce from May 2020 onwards.

Ourplace
inthe market

Increasing market share

Although the market remains volatile, our strong
re-opening performance, together with the

loss of some competitors during the lockdown
period suggests we continue to grow market
share. GlobalData estimate that our upholstery
market share hasincreased from 7.9%in 2013
t09.8%, and our flooring market share increased
from 1.6%to 2.8%, over the same time frame.

Valueretailer

We recognise what we do best, and believe our
customers recognise this too. Our continued
focus on our key strengths ensures we have
astrongand growing reputation for delivering
consistently great value, and the continued
growthin our market share in upholstery

and floor coverings demonstrates this. Our
refreshed strategy will continue to support this.

Opportunities for further growth

The online market has grown significantly through
2020, both as aresult of the closure of physical
stores, and through the desire of people to shop
fromthe safety of their ownhomes. Ournew
website and the continuedimprovements planned
should allow us to continue the significant growth
we have experienced already. As the economic
recovery begins, our focus is to continue to provide
value, quality and choice for our customersand
appeal strongly to abroad demographic of aspiring
homemakers, families and retired couples.

Housing market
-25.1%

m o
2015 +0.3%
2016 +0.5%
2017 -0.8%
2018 -2.8%

AUG
2020

HMRC UK Property Transaction statistics —

Total of number of residential property transactions
completions with avalue over £40,000 withinthe UK,
seasonally adjusted.

Availability of consumer credit

+0.7%

2015
2016
2017

2018

vio [ 07%
JuL
2020

Bank of England —Average 12 month growthrate
forthe calendaryear of total (excluding the Student
Loans Company) sterling net consumer credit lending
toindividuals (in percent), seasonally adjusted.

2020 upholstery market share*

9.8%

M scs

2020 floor coverings market share*

2.8%

M scs

B Other B Other

2019 market share: 9.4% 2019 market share: 2.5%

Retailer 2019 (%) 2020e (%) Retailer 2019 (%) 2020e (%)
DFS 24.8 28.1 Carpetright 15.6 16.0
ScS 9.4 9.8 B&Q 6.2 6.0
Sofology 7.5 8.0 Tapi 5.0 5.8
Furniture Village 5.6 6.2 Wickes 4.9 4.5
IKEA 5.3 5.6 Dunelm 3.3 4.0
Next 3.9 4.0 United Carpets 3.3 3.7
Made.com 2.0 3.1 IKEA 2.8 3.5
John Lewis 2.3 2.1 Amazon 19 3.1
Argos 1.8 2.0 John Lewis 3.4 3.0
Wayfair 1.0 1.7 ScS 2.5 2.8

* Market share data provided by GlobalData

Our advantages in the market

Our continued aim to provide a value proposition at a range of price points allows us to offer best-in-class

prices to customers searching for the best deal.

Our product offering has continued to evolve in line with our strategy to broaden our appeal by offering
e of brands —including third-party brands —as well as flooring, dining and occasional ranges.

epresents 11.4% of total gross sales.

erships with multiple finance houses ensure competitive tension and drive the best cost prices

of acceptance for our finance offerings.

y targets the key areas we believe willimprove our positionin the industry in the coming years.
There s still considerable room to grow our market share in both furniture and flooring.

| SLNIWILVLSIVIONVYNI4 | FJONVNYIAOO ILVHOJHOD | LUOMIYIIDILVYULS
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Chairman's Letter

Following anumber of years
of building the Group's
profitability and resilience,
I write this report very
proud at how well the
business has responded to
ayear that could not have
been predicted.lamvery
fortunate to chairateam
who personify our values,
and never has the strength
ofteamsinabusiness been
moreimportant thaninthis
unprecedented time.

-19.5%
Gross sales
£268.1m
-91.4%
Underlying EPS
2.6p
-0.4%

Gross margin % of gross sales

44.6%

Dear Shareholder,

This report covers our 2019/20 financial year,
which ended 25 July 2020 and, whilst strategic
progress was made throughout the year, our
results are naturally dominated by the effects

of the global outbreak of COVID-19in the
second half of the year. Our response to the
impact of the pandemicis explained throughout
thisreport.

Overview

Despite such a challenging year, the Group and
our people have remained committed to living
by our RIGHT values. Whilst we gointo thisin
further detail throughout the report, | am proud
of our quick reaction into lockdown when our
stores and distribution centres were required
to close, ourincreasedlevels of communication
with all of our customers and colleagues,

our commitment to ensuring colleagues who
were furloughed received full pay, and that

we continued to pay all our supply partners on
time andin full. Additionally, | was delighted we
were able to provide support to 100 food banks
across the UK during this challenging time. The
planning and preparation for re-opening was

a collaborative effort from our people, ensuring
all concerns were takeninto consideration, and
above all prioritising the safety and wellbeing

of ourteams and customers. Throughout

the year, my fellow board members and | have
increased our visibility across the business,



Visiting stores upon re-opening, contributing to
the weekly internal communications and leading
companywide video conference calls.

Financially, our efforts in previous years to build
astrongandresilient business have been key
to ensuring our continued success. As would
be expected with such a tactile 'big-ticket'
purchase, the temporary closure of our stores
led to amaterial reductionin order intake and,
whilst online bookings increased significantly,
this could not offset the overall decline. We
welcomed the government's swift actionin
suspending business rates for a year and the
support for continued employment through
the jobretention scheme. Our flexible cost base
enabledthe Group to minimise cash outflow
over this critical time.

Our extensive planning, coupled with the way we
communicated and looked after our customers
and colleagues during lockdown, has played
akey partinour performance since re-opening
inlate May, with order intake growth of 92.2%in
the 9 weeks ending 25 July 2020. Tofinish the
year with order intake down only 5.9%, despite
our stores being closed for two months, is an
outstandingresult.

The year also saw the Group reach animportant
milestone with regards toits ownership structure.
On 11 February, Parlour Products Holdings
(LUX) S.A.R.L (‘Parlour’) soldits entire stake in
the Group. Parlour owned the business prior to
the flotationin January 2015 and had retained
40.25% of the shareholding as at the start of
the year. As part of this event, we were pleased
to returnvalue to our shareholders by acquiring
and subsequently cancelling 2 million shares.

Dividends

Despite the strength of our balance sheet, the
Board did not feel it was right to pay aninterim
dividend at a time when the economy was
facing such uncertainty and that the Group
was receiving government support. It seemed
inappropriate to use the cash foranything
other than protecting the financial strength
andresilience of the business at such a crucial
time. The Board recognises the importance
ofincome to the Group's shareholders and will
continue to assess whenitis sensible to
re-commence dividend payments.

Board

During the year, Paul Daccus, who was Parlour's
representative on the Board, resigned following
their sale of its stake inthe Group.

As previously announced, David Knight notified
the Board of his intention to retire as Group CEO
and has agreed he will not retire before the end
of July 2021. The search for David's replacement
has commenced and we will provide a further
update when appropriate.

Our culture

Listening & improving

As aBoard we are committed to listening to our employees. We received many
responses to the Group's annual employee survey and are committed to:

— Greateropenness to change and a willingness to challenge the status quo;

— Improved clarity on our key strategic objectives and prioritisation;

— Enhanced communication to alllevels of the business; and

— Making ScS a great place to work.

I have been delighted with the ongoing support
frommy board colleagues in these challenging
times. As might be expected, the board has
met more frequently both as a board and with
colleagues inthe business to provide increased
guidance, support and to share their knowledge
and experience.

Summary

Clearly, the yearis not what we had planned or
hopedfor. Nevertheless, the performance and
reaction of the team gives me every confidence
that the business has all the attributes to
continue to deliver inthese uncertain times.

I strongly believe thatif the COVID-19 outbreak
had notinterruptedits progress, the Group would
have been delivering results showing anincrease
in profits and resilience for the fifth yearin arow.

Whilstitis too early to provide clarity onthe
outlook for the weeks and months ahead,
we are encouraged with the trading seen since

re-opening and we remain focused on our
vision to become Britain's best value sofa and
carpet retailer. The Board would like to thank
our customers for their continued support and
our colleagues for their ongoing dedication and
professionalism.

ScSisaresilient business, with a strong balance
sheet and a flexible cost base, and we are well
positioned to navigate the challenges ahead and
maximise opportunities as and when they arise.

Alan Smith
Chairman
1 October 2020
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CEO'’s Review

This year has beenlikeno
otherinmy 32 years with
ScS.lamvery proud of my
team of colleagues, and
with their help over the past
few years we havebuilta
resilient business that has
beenabletorespondtoand
confidently manage the
challenges of COVID-19.

-63.5%

Underlying EBITDA (pre IFRS 16)

£7.2m

+13.6% T

Online sales

£19.1m

-5.9% |

Orderintake

=-5.9%

Overview

Throughout the year our priorities have beento
supportour colleagues, to continue to provide
a high quality service to our customers and to
protect the long-term success of our business.

Duringthese unprecedented times, it's been
humbling to see how our people have embraced
the change needed to adapt quickly to operating
innew ways, and how they have shownan
inspiring level of care and commitment to our
customers, local communities and to their
colleagues. Itis a privilege for me to be part of
this passionate and dedicated team, particularly
as Ibeginmy final year as CEO.

Although there remains continued uncertainty
in the wider UK economy, bothin regards
tothe furtherimpact of COVID-19, and the
impending end of the Brexit transition period,
the Groupis positioned strongly, and our
purpose remains unchanged, to provide

an excellent customer experience with
outstanding value, quality and choice.



Results

The two-month lockdown period from late
Marchto late May meant deliveries to customers
were temporarily paused. Due to this, the Group
sawa £65.2m (19.5%) decrease ingross sales in
the year to £268.1m (2019: £333.3m). In-store
furniture sales decreased £55.2m (20.1%), in-
store flooring sales decreased £12.3m (29.2%),
and online salesincreased £2.3m (13.6%).

The year started with a challenging autumn
trading period, impacted by the ongoing

low consumer confidence levels due to the
uncertainty arising from Brexit and the political
landscape. Following a level of Brexit clarity

and the general electionin December 2019,

we enjoyed a successful winter sales period,
returning to growth. This momentumincreased
inFebruary and March and the Group was on
track to deliver another year of growth before
the UK wentinto lockdown, forcing temporary
store closures and a suspension of deliveries.
Encouragingly, since re-opening our stores at
the end of May, the demand for our product has
exceeded our expectations and we were very
happy to be able to welcome our customers
backinto our stores for a safe shopping
experience. Our delivery teams have also been
working at full capacity to deliver orders placed
before and duringlockdown.

Gross profit decreased to £119.6m (2019:
£149.9m), with the gross margin percentage
falling slightly to 44.6% (2019: 45.0%). Pre-IFRS
16 underlying EBITDA decreasedto £7.2m
(2019: £19.7m) and pre-IFRS 16 underlying profit
before tax decreasedto £1.8m (2019: £14.6m).

Yearinreview

Autumn

Earlyinthe year, our nYwhere in-store sales

app was fully integrated into the business to
facilitate a streamlined sales ordering process.
nYwhere allows our salespeople to complete

an order from a tablet-friendly, intuitive and
easy to navigate tile-basedinterface which links
directly to our core system. Our customers have
benefited froma simple step-by-step process,
increased speed and order accuracy levels,

and the convenience of receiving their order
documents electronically.

Atransformative change for the business

then followed, with the centralisation of
administration from our individual stores to
adedicated central team. This step naturally
followed the introduction of nYwhere, as the
app removed the need for orders to be manually
inputinto our systemin-store. A specialist
central customer experience team was created
and customers now benefit fromalarger team
available for a wider timeframe, providinga more
consistent service. Ontop of the efficiencies
achieved, taking all support requestsinto one
team has enabled the business toidentify
areas where the customer journey can be
furtherimproved, which was more difficult
when support was split across the UKin 100
stores. This was a big change for the Group,

as anumber of the local administrators had
beeninthe business for some time and we
appreciate this was a significant period of
change for our store teams.

Comparedto the prior year our bookings performance was as follows:

Orderintakevs

Period Weeks Date prior year
Pre-lockdown 1to 34 28 July 2019 to 21 March 2020 (4.2%)
Lockdown 35t043 22 Marchto 23 May 2020 (92.5%)
Post-lockdown 44t052 24 May to 25 July 2020 92.2%
Full year 1to52 28 July 2019 to 25 July 2020 (5.9%)*

* like-for-like order intake declined 6.0%.

Attracting, recruiting, developing and retaining
theright peopleis key to our success. The retail
regional and branch manager roles are critical
as theyleadthe local store teams. Further
developing these teams was identified as a great
opportunity forinvestment and early in the year
we enlisted the help of business coaches and
former Olympians Steve Backley and Roger
Black to deliver their 'Olympic Experience’
training programme. We remain focused on
investingin the development and wellbeing

of our people, and helping our teams achieve
their potential.

Winter

The centralisation of administrative tasks
was complete in late November, with the new
processes and procedures rolled out across
the whole network and the new customer
experience team now established. This meant
that throughout the key winter sales period
ourin-store teams were able to benefit from
the use of the nYwhere app, focusing on
maximising sales in-store and allowing the
new central customer experience team

to deal with customer queries.

Areview of the in-store space allocation and
merchandising was also completed prior to the
winter sales period. This identified opportunities
toincrease the product range ina number of
our stores and the introduction of our ‘'nome

of brands'vision, resultingin arevised and
improved customer journey in our stores,
creatinganincreased concession feelacross
our key external andinternal brand areas.

Thisreview led to greater consistency across
our stores, including product placement, visual
merchandising and range, with complimentary
furniture and flooring products displayed
together. Throughout the year, we were able to
introduce and showcase new brands, including
our 'Inspire' range followed by our 'Living'and
'Signature’ ranges. We continue to review our
product offerings to meet our customer's needs.

Customer service remains a key focus area
andour Trustpilot ratingis testament to the
continued work and efforts of our people
alongside our continuedinvestmentin
technology and processes toimprove the
customer journey. We were very proud to
reach the 200,000 reviews milestone on
Trustpilot and maintain our 'Excellent’ rating.

Investmentin technology continued with the
roll-out of Microsoft Power Bl across our retail
management teams. This mobile optimised
tool allows instant drill down on performance
from the Group view to region, store, sales
person and order level detail by day, week,
period and year. Managers are presented

with a daily dashboard with KPIs highlighting
key areas for opportunity.
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CEO’s Review continued

Inline with our ongoinginvestmentin our
e-commerce capability, our online sales team
was alsorestructured and strengthened, which
led to the implementation of further technology,
which optimises sales campaigns andincreases
efficiencies and conversion rates of our
telesales team.

Spring

After a promising startin the second half of
the year, our Far East suppliers wereimpeded
by theinitial outbreak of COVID-19 and they
were forced to reduce their operations. As
the outbreak spread across the world and to
the UK, we began to see reduced footfalland
orderintake, and as a precautionary measure,
on 17 March 2020, the Group drew down £12m
fromits revolving credit facility (RCF).

As the situation developed, a proactive
decision was made by management for our
head office-based support colleagues to work
fromn home where possible. Following that
initial action, on 23 March the UK government
orderedthe closure of all 'non-essential' retailers
and lockdown measures were imposed. All
operations across our stores and distribution
centres were temporarily closed and our
colleagues were asked toremainathome,
with the safety of our people and customers
being our main focus.

At the peak, over 1,400 employees were placed
into furlough during the period when our stores
and distribution centres were closed. We
continued to demonstrate our commitment to
ouremployees and took the decision to ensure
all our colleagues received full pay during this
challenging time. Additional holiday was also
given to those who were needed to continue to
support the businessinrecognition of their hard
work as we all adjusted to new ways of working.

Increasedinternal and external communications
were vital during this lockdown period in order
to ensure allour customers and colleagues
were keptinformed. Within the first week of
lockdown, our dedicated teams were able to
directly contact over 25,000 customers who
had placed orders and provide them with the
latest information regarding their order and
offer them reassurance. Internally, we increased
our use of weekly communication emails, set up
acompanywide discussion forum, and even had
afurloughed colleague voluntarily set up and run
an ScS team radio station.

Cash management was animmediate priority

for the business and, together with constant

reforecasting and scenario modelling, a series

of cost saving initiatives were implemented

to protect the business, including:

— Reductionsin advertising costs, capital
spendandbonuses;

— Cancellation of the interim dividend;

— Recovery of corporation taxinstalments
paid to date; and

— Securedrent deferral agreements with
ourlandlords.

The business also received support from the

governmentin the form of:

— Deferral of VAT, Nland PAYE payments
(£6.1m);

— Retailbusinessrates holiday (E3.4m); and

—  Furlough scheme (£5.0m).

These costand cash flow actions enabled us
to reduce our monthly cash operating costsin
Apriland May. In the same period, the business
re-negotiated the covenants with our bank

on our existing £12m revolving credit facility
allowing the Group to continue to have access
to this fundingline if the need arose.

The closure of our stores saw a shift in customer
shopping habits as orders placed through our
website increased significantly. Over Apriland
May online orders were up 78%.

During the lockdown, the team stillworking
focused heavily on business improvement
projects including the continued development
of our new website. Detailed planning was
completedin preparation for the re-opening
of our stores and distribution centres, with

the primary focus being on the safety of our
colleagues and customers.

Summer

Our phased re-opening began on 23 May with
our English stores, followed by Scottish stores
on 5 June and finally our Welsh stores opened
their doors on 22 Junein line with government
and legal guidance. Similarly, from 19 May

our distribution activities gradually resumed.
Ensuring the health and safety of our retail

and distribution teams and our customers

was paramount to us as we implemented

our comprehensive re-start plan. All of our
teams received training before business
re-commenced with alllocations carrying out
detailed risk assessments prior to opening.
These assessments are published on our
corporate website. The layout and square
footage of our stores allowed us to implement
social distancing without compromising the
customer experience. Our storesintroduced
aclearly marked one way system, hand sanitiser
stations located throughout and deep cleaning
protocols. Likewise, the teams at our distribution
centresimplemented new ways of working and
delivery crews now take vigorous steps before
arriving at customers"homes. We also updated
our website to include details of our in-store and
delivery safety measures alongside videos of the
new procedures in action. All of our colleagues
have been supplied with the necessary
personal protective equipment (PPE) including
facemasks, visors, disposable gloves and anti-
bacterial wipes.

To help manage customer flow and the
number of people in store we also introduced
an appointment systemto allow customers a
specific time slot with a dedicated salesperson,
removing the need for a customer to queue.

The appointment systemalso had noticeable
benefits on ourin-store conversion. The
steps we have taken have been very positively
received by our customers, as can be seen
through our Trustpilot reviews.

Following the stores re-opening, we
experienced very strong trading with order
intake growth of 92.2% in the nine weeks ending
25 July 2020, as we benefited from pent-up
demand, and a willingness from our customers
to spend on furnishings following extended
periodsin theirhomes. Ourthorough advance
planning, coupled with commitment to spend
onbrand awareness throughout lockdown, also
enabled us tore-open quickly, and with impact,
when we were given permission to do so, and
we appeared to gain an advantage against some
of our competitors, who took longer to fully
re-open. We are confident in being able to use
this base to grow our market share, particularly
as our sector and the retail landscape changesin
light of the challenging trading conditions.

As we continue to respond to meetingthe
demands of our customers, throughout the
year we have invested significantlyinanew
online sales platform which aims toimprove
the customer's online journey by providing a
more engaging checkout process, increased
showcasing of our products (including our new
online exclusive range) and clearer navigation
for mobile devices. We have also significantly
increased the level of computer generated
imagery we doin-house, ensuring allmodels and
colours are captured, allowing use across our
nYwhere app, online, and onin-store displays.
With online sales providing an ever increasing
proportion of our overall sales, anda more
important role than ever for our customers,
we were excited to launch the new site and look
forward to further enhancements that we can
implement on our new mobile optimised site.

The COVID-19 outbreak has allowed us to take
astepbackandto consider how we do things
as acompany in terms of culture, work habits
and in our day-to-day operations. For example,
theincreased activity through the website

has seen usintroduce web-only products and
reinforced the importance of a strong online
presence. We also appreciate that these are
truly unprecedented times and our colleagues
have had to adapt to new ways of working and
tore-adjust backinto their work routines. With
thisin mind we have trained 30 employees to
become mental health first aiders to support
our people post-lockdown.



Current trading and outlook

Trading since the start of the new financial year
has remained strong, with like-for-like order
intake growth of 45.8% for the nine weeks

to 26 September 2020. We believe current
performance has continued to benefit from
pent-up demand and anincreased investment

Despite the uncertainty, our value-led
propositionis underpinned by a strong balance
sheet, and our clear offering has continued

to prove successful. We are confident it will
continue to appeal to our customers who want
tobuy great products at the lowest possible price.

by UK consumersintheir homes. This growth David Knight
has significantly exceeded our expectations Chief Executive Officer
andthe Board continues to be encouraged 1 October 2020

by recent trading.

We are delighted with the strong trading since
the start of the new financial year. However, we
are now entering our key autumn trading period
and it remains difficult to predict the potential
impact of the increased economic uncertainty,
including the cessation of the government's
Coronavirus Job Retention Scheme (CJRS)
atthe endof October.

Delivering value for over 100 years

We commenced tradingin
Sunderland as afamily-owned
general home furnishings
store, under the name

‘Suite Centre Sunderland’

Expanded our range to
include occasional tables
anddining furniture

G Planwas added to our
third-party brand range

Our first own-brand, SiSi ltalia,
was introduced

We grew to operate from eight
storesinthe North East of

Listed on the London Stock
Exchangein January

Openedthree new ScS storesin
Abbotsinch, Slough and Croydon

5-star 'Excellent'rating achieved
onindependent customer review
site Trustpilot

England under the ScSbrand

Began to offerinterest-free credit
onallproductsinevery store

One new store openedin
Bromborough

Followinga management buyout,

we began to expand outside
ofthe North East of England,
openinginregional clusters
across the UK

Expandedto add flooring
tothe ScSrange
Re-branded as 'ScS, the Sofa
Carpet Specialist’

Our store expansion programme
saw the store estate growto 95
stores nationwide

We added Endurance, our second
own-brand, to the range

Launched our new website
to provide enhanced online
shopping experience

Launched a transactional
online website

La-Z-Boy, the first third-party
brand, was added to the ScS
productrange

House of Fraser
concessionslaunched

Four new store openings:
Aberdeen, Thanet, Edinburgh
(Straiton) and Plymouth

5-star Trustpilot rating
maintained and overall
score improved

Tetrad became the latest
brandto be addedto therange

One new store openingin
Chelmsford

First furniture retailer to reach
100,000 Trustpilot reviews —
witha 5-star 'Excellent'rating

First UK company to
be accredited with FIRA
certified compliance

Interiors Monthly, Flooring
Retailer of the Year

Launched our nYwhere app

Refit of flooring department
inevery store

Built our ownin-house
photography studio

Exited House of Fraser
concessions

2020

New store openedin Kirkcaldy

Reached 200,000 reviews
on Trustpilot, one of only four
companiesinthe UK toreach
this milestone

Created a specialist centralised

customer experience team

Introduced new brands as part

of our 'home of brands' vision:
‘Signature’, ‘Inspire’ and 'Living’
(all ScS brands)

Effective handling of the
challenges of COVID-19

L. hed our new website
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Our Strategy

Focusing on seven priorities

Our strategy is structured around seven key priorities,
each of them with defined short and long-term goals
to enable us to achieve our vision: Becoming Britain's
best value sofa and carpet retailer, making it easy for

our customers to love their home.

Proud to serve our custt

01 Building and inspiring
= anoutstandingteam

By putting our people at the heart of our business, we aim to
ensure they help us deliver an excellent customer experience.
We are focused on creating a great place to work, recognising
the contribution individuals make and creating opportunities
for progression and development.

How
Byhavingthe bestteamin our sector.

What we've done

W

Implementamore structured retail management development programme,
providing greater support and guidance to our branch and regional
managementteams

Strengthened our learning and development and HR teams by the recruitment
of additional field-based business partners

Listenedto the feedback givenin our annual employee survey and
implemented changes

Enhanced employee communications across the network, including the use
of socialmedia, video and weekly news updates

hat we're goingtodo
Continue the increasedinvestmentin the development of managers and teams
Improve induction plans across the business
Re-define and re-launch employee engagement and communication activities
Change our approach to employee surveys, with the aim of getting more
frequent and tailored feedback from the different areas of the business
Move to a more flexible working environment to provide greater support
across our retail and distribution network

oz Delivering an exceptional
= customerexperience

Consumers today are better informed, more demanding and
have greater freedom to choose who they buy from. Giving
our customers an excellent buying experienceis central

to our purpose, values and critical to our success.

How
By relentless focus on customer experience.

W

W

hat we've done
Continued to focus on Trustpilot andincreased our use of customer feedback
tomaintain andimprove our TrustScore
Centralised and strengthened customer support, extending support hours
andincreasing customer service
Introduced a customer enquiry web portal, allowing customers greater flexibility
inhow they choose to contactus
Implemented social distancing across our stores, helping the customer feel
atease whilst shopping

hat we're goingto do
The centralisation of customer support has allowed the business to identify
areas forimprovementin the customerjourney
Targeting further product quality enhancements
Extending customer supporthours
More pro-active customer communications

03 Optimisingour

= product strategy
We want to ensure that our customers are able to choose from
awide selection of products that offer value for money atarange

of price points. Our mix of core, in-house and famous brands
offers something for everyone.

How
By sourcing the best value products.

W

W

hat we've done
Rolled out our 'home of brands' vision, creating branded 'mini-showrooms'
and allowing consistency across the network
Launched new products toincrease our product offering and showcased our
newest brands, 'Inspire’,'Signature’and 'Living'
Introduced web exclusive products, recognising the different requirements
of online shoppers
Continued focus on product value, including promotions and enhancements

hat we're goingtodo
Productrange review (of both upholstered furniture and diningand occasional
tables) to maximise market share opportunities
Review of supplier capacity and quality to ensure we continue to exceed
customer expectations
Consideration of products with shorter lead times



4.

Driving sales densities
inour ScS network

Ina challenging marketplace where competition between
retailersis tougher than ever, we will strive to create a shopping
experience which ensures our customers feel confidentin
choosing to purchase with us.

How
By havingmodern storesin great locations.

What we've done

— Reviewedin-store layouts and modelranges as part of our 'home of brands'
rollout

— Implemented individual branch business plans (supported
by Power Bl analytics) toidentify and deliver greater returns

— Launchednew training aids for our sales teams, giving them the latest
productinformation to increase their knowledge and confidence

— Introduced store appointments to enhance customer service and increase
conversion levels

What we're goingtodo
Increasein store visualisation with the implementation of new point of sale
material and the increased use of in store media

— Removal of redundant store office space to allowincreased range size
inallstores

— Enhance the performance management framework to help support
staff development

— Trialthe use of technology in smaller footprint stores to allow customers
toseethefullrange

S.

Creating amarket-leading
website andincreasing
digital awareness

Continued success willincrease website new visitor count, online
sales, andimprove the quality of store footfall, with consumers
increasingly using websites to research products prior to making
apurchase. Consumers are also becoming more comfortable
buying 'big ticket'items online.

How
By providing an excellent omnichannel offering.

What we've done

— Launchedanew 'mobilefirst'website

— Increased product visualisation by utilising our in-house photography studio
and CGlimage experts

— Implemented new campaign managementinto our telesales team, optimising
conversion and efficiencies

What we're goingtodo
Further enhance product visualisation tools, including 360°image technology
— Improve the online customer journey by streamlining the finance journey
— Increase onlineintegration to core systems to improve productivity and time
spentonvalue add activities

Acceleratingour
flooring growth

With arange thatrivals our largest flooring competitors,
together with our recognised brand and excellent customer
service, we have a great platformto continue to take
market share.

How
By having a market-leading flooring offering.

What we've done

—  Continuedincrease in our online sample service

— Increased our flooring specific training for our sales teams to aid product
knowledge and conversion

—  Workedwith our suppliers toimprove service levels and product offerings

What we're goingtodo
Enhance productrange, introducing a greater range of carpets and other
flooring products

— Increase promotional activity in the flooring range

—  Streamline andimprove the customer journey, including process and
technology changes

7.

Improving our
profitability

We continue to focus onincreasing the Group's profits, margins
and resilience, whilst maintaining the flexible cost base.

How
By runningalean and efficient business model.

What we've done

— Implementation of Power Bl reporting to allow dynamic analysis of critical
KPIs across our retail network

— Fulltender programme for areas of non-product spend

— Improved management focus, including better reporting, hasled to
areductionin stock held across the business

What we're goingto do

—  Furthertechnology enhancements to increase business efficiency

— Implementation of changes to the warranty product in line with FCA guidelines
— Rollout of Power Bl across other parts of the business
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Key Performance Indicators

The Group's strategy remains key
tothe Group's future success

Overview

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 outin this summary are the most
relevant measures monitored onan ongoing
basis by the Board.

The definition of these KPIs and our
performance over the last three yearsis
detailed below, as wellas how each KPllinks to
our strategic priorities. Commentary onthese
KPls is contained within the financial review. All
KPIs have been restated to include continuing
operations only.

Financial KPIs

Total year-on-year gross sales

£268.1m

2018

2020

Why it'simportant

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

What we measure

Gross sales is ameasure taken directly from our
primary statement of accounts, andis the combined
total of all furniture and flooring delivered sales made,

excluding VAT, both online and across all of our stores.

Link to strategic priorities

1234567

Like-for-like orderintake growth

-6.0%

2018 0.4%

Why it'simportant

Whilst overall delivered sales growthisimportant,
understanding how the same stores perform year-on-
year provides a guide to underlying store performance.
Duetoleadtimes, order growth also gives a view as to
future delivered sales performance.

What we measure

Like-for-like order growth compares year-on-year
trading performance from comparable stores.

It therefore excludes new and closed stores. Order
value is acombined total of all furniture and flooring
orders booked, including VAT, both online and across
allof our stores.

Link to strategic priorities

1234567

Online sales

£19.1m

2018

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

567

Gross margin % of gross sales

44.6%

2018

2019 45.0%

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 sales is ameasure taken
directly fromour primary statement of accounts,
and s the total margin made from sale of product,
excluding VAT, as a proportion of total gross sales.

Link to strategic priorities

3 7



Non-Financial KPIs

Underlying EBITDA (pre IFRS 16)

£7.2m

2018

Why it'simportant
EBITDAIs agoodindicator of the cash generation
capability and direct profitability of the business.

What we measure

EBITDA s earnings beforeinterest, tax, depreciation
and amortisation, as well as any exceptional
expenditure. We explain how this reconciles

to profit before taxinthe Financial Review.

Link to strategic priorities

34567

Sales density per square foot

£184

2018

2020

Why it'simportant

For our business to grow without increasing the store
estate, we must generate increasingrevenuesinthe
trading space we currently occupy.

What we measure

Sales density per square foot takes total gross sales
made, excluding VAT, divided by the trading space
available across our store network.

Link to strategic priorities

3456

Underlying Earnings per share (EPS)

2.6p

2018

2020 [ 2.6p

Why it'simportant
EPSiskey to the 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. The underlying measure excludes any
exceptionalitems arisingin the year.

Link to strategic priorities

34567

Trustpilot customer satisfaction

4.7

2018

2020

Why it'simportant

Customers want confidence that their retailer
of choice can deliver ontheir promises. We focus
onour TrustScore to ensure we maintain our
‘Excellent'rating.

What we measure
Our TrustScore, marked out of 5,is ameasure

provided by Trustpilot, anindependent review platform

used by our customers which asks themto rate our
customer service.

Link to strategic priorities

12 7

“This year our KPIs reflect
the significant impact
COVID-19 has hadon
the business, and are
not a true measure of
the Group's ability to
deliver its strategy. The
Board has outlined what
we have done, and what
we're going todo, in the
Our Strategy sectionon
pages 24 and 25 andis
comfortable the current
strategy remains key
to the Group's future
success.”

David Knight
CEO
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Financial Review

The financial results for the
year have been significantly
impacted by the COVID-19
pandemic. This disruption
todeliveries had amaterial
impact on sales and profits.
The strong post-lockdown
orderintakerecoveryhas
resultedinalarger opening
order book for the financial
year ending 31 July 2021.

+42.7% T

Cash

£82.3m

-20.2%

Gross profit

£119.6m

Government support providedin
response to COVID-19

£8.4m




Yearended Yearended Year ended

25 July 2020 25 July 2020 27 July 2019

(Post-IFRS 16) (Pre-IFRS 16) (IAS 17)

£m £m £m

Gross sales 268.1 268.1 333.3
Revenue 255.5 255.5 317.4
Gross profit 119.6 119.6 149.9
Distribution costs (17.0) (17.4) (17.3)
Administration expenses before exceptionals and government support (106.3) (108.9) (118.3)
Businessrates relief 3.4 3.4 -
Coronavirus Job Retention Scheme (CJRS) 5.0 5.0 -
Total operating expenses (114.9) (117.9) (135.6)
Underlying operating profit 4.7 1.7 14.3
Exceptionalitems (4.0) (3.2) (0.3)
Operating profit 0.7 (1.5) 14.0
Net finance (expense)/income (3.8) 0.1 0.3
(Loss)/profit before tax (3.1) (1.4) 14.3
Tax 0.9 - (2.9)
(Loss)/profit after tax (2.2) (1.4) 11.4
Underlying earnings per share 2.6p 4.3p 30.3p
Underlying EBITDA from continuing operations 33.0 7.2 19.7

The financial statements for the year have been prepared under IFRS 16 on a modified retrospective basis. To aid comparability with the prior year,
the table above shows the current year onboth a post and pre-IFRS 16 basis.

Underlying EBITDA from continuing operations

Ananalysis of underlying EBITDA s as follows:

Yearended Year ended Year ended

25 July 2020 25 July 2020 27 July 2019

(Post-IFRS 16) (Pre-IFRS 16) (IAS 17)

£m £m £m

Underlying operating profit from continuing operations before government support (3.7) (6.7) 14.3
Government support 8.4 8.4 -
Underlying operating profit 4.7 1.7 14.3
Depreciation and amortisation 28.3 5.5 5.4
Underlying EBITDA from continuing operations 33.0 7.2 19.7
Exceptional costs (4.0) (3.2) (0.3)
EBITDA from continuing operations 29.0 4.0 194

Impact of IFRS 16 on the

financial statements

The following financial information and
commentary, unless otherwise stated, have
been presented on a consistent accounting
basis and do not reflect the impact of IFRS 16.
Theimpact of the new standard on the Group
financial statementsis showninnote 2.

Overview

The financial results for the year have been
significantly impacted by the COVID-19
pandemic and the related national lockdown
fromlate March to late May. Whilst we were
pleased with the post-lockdown order intake
recovery, whichmeant order intake finished the
year only 5.9% below that seenin the previous
financial year, the two-month national lockdown
resultedin deliveries to customers being
temporarily suspended. Gross sales, revenue
andrelated profit is not recognised until orders

are delivered, hence this disruption to deliveries
had a materialimpact on sales and profits.

The strong post-lockdown order intake recovery
has resultedin alarger opening order book for
the financial year ending 31 July 2021.

Gross sales and revenue

Gross sales decreased by £65.2m (19.5%) to

£268.1m (2019: £333.3m) and is reflective of the

period of closure of our store and distribution

network following the government's COVID-19

response. The decrease s attributable to:

— Adecreaseinfurniture salesin stores of
20.1%t0 £219.0m (2019: £274.2m);

— Adecreaseinflooring salesin stores of
29.2%t0 £30.0m (2019: £42.3m); and

— Anincreaseinonline sales of 13.6%to
£19.1m(2019: £16.8m).

Revenue, whichrepresents gross sales less
charges relating to interest-free credit sales (see
note 3 —Segment information), also decreased
by 19.5%to £255.5m (2019: £317.4m). Thisis
againreflective of the period of closure of our
store and distribution networkin the second half
ofthe year.

Gross profit

Gross margin (gross profit as a percentage of
gross sales) decreased to 44.6% (2019: 45.0%).
The decrease of 37 basis pointsis largely due to
the increasingly promotional pricing and value
offers which we feel are more important than
ever, as consumers continue to seek value.

The 44.6% gross margin achievedin the current
yearisinline with levels achieved by the business
inthe past few years. The lower volume
year-on-year resultedin adecrease in gross
profit of £30.3m (20.2%).
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Financial Review continued

Distribution costs

Distribution costs comprise the total cost of
the in-house distribution function and includes
employment costs, the cost of leasing vehicles
and related running costs and property costs
(principally rent, rates and utilities) for the nine
distribution centres, as well as costs of third-
party delivery services contracted to support
peak delivery periods.

Distribution costs remained broadly in line with
the prioryearat £17.4m (2019: £17.3m). Property
and staff-related costs increased, driven by cost
pressures being seenin thelogistics sector. This
was largely offset by savings in relation to the
reduced deliveriesin the second half of the year.

As apercentage of gross sales for the year,
distribution costs were 6.5% (2019: 5.2%).

As we have separately presented the CJRS
claim, these costs do notinclude the related
distribution employee salary savings obtained
viathe government grant scheme.

Administrative expenses

before exceptional items and

government support

Administrative expenses comprise:

— Store operating costs, principally
employment costs, property-related
costs (rentand rates, utilities,
store repairs and depreciation);

— Marketing expenditure; and

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

Administration costs for the year totalled
£108.9m, comparedto £118.3min the prior year.
Administrative costs were 40.6% of gross sales,
up from 35.5% in the prior year.

There was an overall decrease in administrative
costs of £9.4m, driven predominantly by a £6.4m
reductionin performance related pay, a £2.0m
reductionin marketing spendand a £1.6m fall

in property and utility costs.

Marketing costs decreased to £20.4minthe
year (2019: £22.4m), as the business reacted
quickly to the nationwide lockdown measures
by deferring the planned spend on the key
Easter and May bank holiday trading periods.
Duringlockdown, investment was madein
brand awareness by increasing TV sponsorship
levels. Post-lockdown, we investedina strong
re-opening launch campaign which ran
throughout June and July, a period in which
historically marketing spend was at a minimum.
Thisincreasedinvestment helped achieve

the significant level of post-lockdown sales
order growth.

Government support

During the year the Group has benefitted

significantly from £8.4m of government support

providedinresponse to the COVID-19 outbreak.

This supportis attributable to:

— £5.0mreceived viathe Coronavirus Job
Retention Scheme (CJRS). This government
grant provided support for 80% of
employees' payroll costs of over 1,400
employees who were 'furloughed’ during the
period the Group's operations were required
to close. We took the decision to top-up the
salaries of our colleagues to theirnormal
levelsin order to support them through such
anunprecedented period. Thelast colleague
was brought back from furlough on 1 August,
and therefore the Group has had no further
claims under the CJRS; and

— £3.4m of retail business rates relief. Our retail
property rates billis a significant cost to the
business, and the government's response
to theimpact of COVID-19 to cut 100% of
retail business rates bill for the 2020 to 2021
taxyear (1 April 2020 to 31 March 2021) has
enabled a significant cash saving. As the
Group continues to utilise this benefitinto
the new financial year, it expects to receive
afurther £7.2mbenefit.

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. As demonstrated this year, this provides
the business with the ability to flexits cost base
as revenue changes, protecting the business
should there be wider economic pressures.

Excluding government support and exceptional
items, total costs before interest, tax,
depreciation and amortisation across for the
yearwere £269.3m (2019: £313.6m). Total
costsfell £44.3m, largely as a result of the fall
in variable costs, which, as expected, reduced
inline withthe decreasein turnover. As a
consequence of the lower variable and total
costs, semi-variable and fixed costs make up
aslightly larger percentage of total costs when
compared to previous years.

Oftotal costs, 72%(2019: 76%), or £194.5m

(2019: £237.7m) are variable or discretionary,

and are made up of:

— £148.5m cost of goods sold, including
finance and warranty costs (2019: £183.4m);

— £17.4mdistribution costs (2019: £17.3m);

—  £20.4mmarketing costs (2019: £22.4m); and

— £8.2mperformance-related payroll costs
(2019: £14.6m).

Semi-variable costs totalled £40.2m, or 15%

of total costs, for the year (2019: £39.7m; 13%)
and are predominantly other non-performance-
related payroll costs and store costs. Rent, rates,
heating, and lighting make up the remaining
£34.6m (13%) of total costs (2019: £36.2m; 11%).

The Group continues to maintain alow average
remaininglease tenure on our store portfolio
by ensuring the property portfoliois carefully
managed and by targetinglow tenures on

lease renewals and on new stores. The majority
of recentleases enteredinto are 10 years
inlength. This provides the business with
increased flexibility to exit or relocate stores
where required.

Underlying operating profit

The operating profit before exceptional costs
was £1.7m for the year, comparedto £14.3m

for the same period last year, driven by the
£30.3m reductionin gross profit, partially offset
by the decrease in operating costs and the
benefit from government support. Without

the additional government support, the Group
would have recorded an underlying operating
loss of £6.7m.

Exceptional costs

Exceptionalitems predominantly comprise of
animpairment as a consequence of a cautious
view onlonger term store performanceina
potentially weakened economic environment.
Pre-IFRS 16, this £2.6m charge relates to
impairment of the Group's property plant

and equipment. A £3.4m charge has been
recognised as part of the Group's results as
presented under IFRS 16, in recognition of
impairment to the Group's property plant and
equipment and right-of-use lease asset.

Exceptional costs also include amounts payable
forredundancy costsincurred relating to the
centralisation of administrative support from
each of our individual stores to our head office
in Sunderland.

Prior year exceptional costs relate to the
professional feesin connectionwith the
aborted acquisition of sofa.com, as announced
in January 2019.

Taxation

Pre-IFRS 16, the tax credit for the financial year
islower (2019: higher) thanif the standard rate of
corporation tax had been applied, mainly due to
the share based payment credit not included for
taxpurposes.

Loss/earnings per share (EPS) -
PostIFRS 16

Basic underlying EPS for the year ended 25 July
2020, which excludes exceptional costs, was
2.6p comparedto 30.3pin the previous year.

Statutory basic loss per share for the year ended
25 July 2020 was 5.8p compared to an EPS of

28.5pinthe previous year.

Afullreconciliation of EPSis shownin note 10.



Cash and cash equivalents
Cashincreased £24.6minthe yearto £82.3m
(2019: £57.7m). Asummary of cash flowsis
shown below:

Year ended Year ended

25 July 2020 27 July 2019

£m £m

Cash generated from operating activities 59.5 24.1
Payment of capital and interest elements of leases (20.0) -
Net capital expenditure (3.9) (5.6)
Net taxation and interest payments (1.5) (2.5)
Free cash flow 34.1 16.0
Dividends (4.3) (6.5)
Purchase of own shares (5.2) -
Net cash generated 24.6 9.5

The business continued to be cash generative
inthe year with cash generated from operating
activities of £59.5m (2019: £24.1m). However, it
should be noted that the different presentation
under IFRS 16 improves the reported number
as aresult of removingrent charges. Onan

IAS 17 comparable basis, cash generated from
operating activities was £39.5m (2019: £24.1m).

Ofthe £39.5m underlying cash generated from
operating activities, £27.9m has been generated
throughimproved working capital, largely
reflecting the negative working capital business
model whereby:

— Forcash/card sales, customers pay deposits
atthe point of order and settle outstanding
balances before delivery;

— Forconsumer credit sales, theloan
provider pays ScS within two working days
of delivery; and

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

Customer deposit balances have increased by
£19.9minthe yearto £34.6m (2019: £14.7m),
reflecting the strong post-lockdown sales order
growth seen across the business. Additionally,
the year-end cash position has benefited from
a £6.1mworking capital benefit on PAYE/Nland
VAT, due to deferment of payments inline with
the government support offered as part of its
response to COVID-19.

Following negotiations with landlords, rent
deferrals totalling £4.3m were achieved. This
has reduced the payment of capital and interest
elements of leases, and the majority of this
benefit willunwindin the new financial year.

Cash flows alsoinclude returns to investors
made during the first half of the year. The
Group paid a £4.3m final dividend relating to the
previous financial year, and also acquired £5.2m
worth of its own shares. £4.4m of these shares
were purchased from Parlour Product Holdings
(LUX) S.A.R.L, and were subsequently cancelled.
The remaining £0.8m of shares were bought
into treasury for the purposes of satisfying
Long-Term Incentive Plan (LTIP) awards.

More information can be foundin note 22.

Dividend

The Board recognises the importance of areturn
oninvestmenttothe Group's shareholders and
aims to reinstate a progressive dividend policy

as soon asis appropriate given the general
uncertainty that the UK currently faces.

Despite the strength of the Group's balance
sheet, inlight of the current uncertain economic
environment, coupled with the support
received fromthe UK government, it seemed
inappropriate to use the cash for anything

other than protecting the financial strength

and resilience of the business.

We will continue to assess whenitis appropriate
tore-commence dividend payments.

Ongoingimpact of COVID-19

The Group's annual result and ongoing trade has
been significantly impacted by COVID-19, and
the Group continues to monitor developments.
It remains difficult to predict with any certainty
how the situation will evolve in future weeks and
months. Anupdate on the current situation
inrelationtokey stakeholdersis set out below.

Our people

The welfare of all colleagues and stakeholders
is of paramountimportance to the Group.

We have implemented actions to protect the
wellbeing of our teams, including significant
changes across our stores, where their

large layout and square footage enables

us toimplement social distancing without
compromising the customer experience,
together with supply of appropriate PPE, hand
sanitiser stations located throughout and deep
cleaning protocols. Our distribution centre

and upholstery teams have implemented best
practices for visiting customers, and many head
office employees continue to work fromhome.
We continue to minimise non-essential travel
to Europe, the Far East and within the UK and
we continually remind and train our colleagues
of the need to maintain the highest possible
standards of hygiene.

Our customers

Our customers have been very understanding
ofthe trading environment the Group/is
operatingin, and we have engaged well with
them throughout the periodimpacted by
COVID-19, with positive Trustpilot reviews
reflecting their appreciation of the steps we
have taken to ensure safety throughout the
customer journey.

Our suppliers

All'of our manufacturing suppliers have returned
to operation. High order levels combined with
new methods of working are applying pressure
toleadtimes. There remains the further
potential risk that one of the factories needs to
close for a period of time, impacting our supply
chain, creating delivery delays andlengthening
product lead times further.

Chris Muir
Chief Financial Officer
1 October 2020
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Stakeholder Engagement

Section 172 Statement

Section 172 of the Companies Act 2006 requires
adirector ofacompany toactinthe way he or
she considers, in good faith, would most likely
promote the success of the company for the
benefit of its members as awhole but having
regardto arange of factors set outin section
172(1)(@)-(f) inthe Companies Act 2006.

This statement sets out how the Directors have
approached and met their responsibilities under
s172 Companies Act 2006 in the financial year
ending 25 July 2020, providing an overview of
each stakeholdersinterests, concernsandthe
ways in which the Board has engaged with these
groups. This reportis presented in compliance
with The Companies (Miscellaneous Reporting)

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 will not necessarily
resultin a positive outcome for all of the Group's
stakeholders. Details on how the Board operates
andthe way in whichit reaches decisions are set

32

outonpages 52to 56.

Non-Financial Information Statement

Thetable 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.

Regulations 2018 and the UK Corporate
Governance Code July 2018.

Examples of interactions with our stakeholders that have taken place in 2020 can be found on page 33.

Reporting requirement Our policies Where you can find out more
Environmental matters Regulatory and compliance Page 44
Responsible sourcing and supply chain Page 33
Sustainability Page 32
Monitoring our carbon footprint Page 75
Employees Diversity andinclusion Page33and 76
Health and safety Page 45
Engagement Page 33
Code of Business conduct Page 76
Social matters COVID-19 Page 36
Apprenticeship programmes Page 33
Supportinglocal communities
and charities Page 33
Human rights Responsible sourcing and supply chain Page 44

Modern Slavery policy

Page 44 and visit our website

Anti-bribery and Polivtica\ donations Page 76
anti-corruption xvnhtlis-t)li;)bejfyvi/a:zg corruption statement Ezgg jg
Description of business model N/A Page 14
Non-financial KPls N/A Page 26
Principal risks and uncertainties N/A Page 36

Environment
As aretailer we recognise that
our operations willimpact on

the environment, and we have
a duty to ensure that both
now and in the future we seek
to minimise this impact.

During the last twelve months, we have
completed our Energy Savings Opportunity
Scheme assessment and identified further
energy saving opportunities to progress

our energy and carbon management. This
develops from our existing position where
allnew sitesinclude LED store lightingand
energy-efficient heating and cooling systems.

Since 2013, we have reduced our electrical
energy consumption by 41.3%; the electrical
reductionis against a backdrop of opening 12
allelectric storesin that period. Our gas usage
has reduced 57.1%.

We are progressively changing our existing
stores with LED lighting and the reduction of
gas usage in our stores through replacement
of gas-fired heating systems which are being
replaced with high efficiency air-conditioning
systems (electrically powered). We also
continue to pursue wider behavioural and
managementimprovements to our efficiency
across all of our operations including our fleet.




Who are our
stakeholders?

Why we focus on
these stakeholders?

How do we engage
with them?

What have we done
during FY20?

People

Buildingandinspiringan
outstandingteamis at the
forefront of our business
strategy. We are committed to
creatinga great place to work
andto live by our RIGHT values.

Our people are our greatest
assetandkey to our success,
incorporating their views

into Board decision-making

is essential to achieving our
business objectives and creatinga
workplace whichtreats everyone
equally. We also monitor gender
diversity across the business.

In 2020, our gender balance
remained unchangedwith 33%
of our workforce being female.
Further details onour gender pay
gapare published at scsplc.co.uk.

We engage with our people
through avariety of channels:
—  Discussion Groups

—  Weekly newsletters

— Conferences

— Employee surveys

—  Performance reviews

—  Employee forums

This financial year has been a challenging year for our
people and engaging with our teams has beenmore
important than ever before. Anumber of examples

of interaction are set out below:

—  TheBoard members have been out visiting stores
anddistribution centres, listening to the views of
our colleagues.

— Thegroup's CEO David Knight and Board member
George Adams have hosted companywide zoom calls
todiscuss financial performance and to get feedback
and opinions on matters that affect our colleagues.

—  Ournew 'Engagement and Internal Communications'
team have been collating the results of the annual
employee survey and putting animplementation plan
inplace to address our people's concerns.

—  Wehave trained and funded various qualifications for
ourpeople suchas CIMA, AAT, 7.5 tonne vehicle drivers
and apprenticeship programmes.

—  Throughour training offerings we have developed and
enhanced the skills of our teams.

Suppliers

Vital to our purpose of
delivering outstanding value,
quality and choice to our
customers. We have 16 major
furniture suppliers basedin
the UKwho make and source
products for us from within the
UK, Europe and the Far East.

Working closely with our suppliers
ensures that we have the

right product offerings for our
customers. We collaborate with
some of the most iconic brandsin
furniture whichis essential to our
‘home of brands'vision.

We engage with our suppliers
throughregular meetingsto
review product quality and
performance toensure

that we are meeting our
customers'needs.

As aresponsible business we work
with our suppliers and with SEDEX
toensurethat Modern Slavery
Regulations are adhered to within
our supply chain.

We collaborate with our suppliers
toreduce our environmental
impact by reducingthe use of
single use plastics and looking
for more sustainable packaging
options, forexample offering
acarpet made entirely from
recycledplastics and using
reusable packaging.

Throughout the year we worked with our suppliers to
launch over 100 new products across our furniture and
flooringranges.

We brought 5 new suppliers onboard to make and
source our products and we look forward to building our
relationships with these suppliers and to see mutually
beneficialvolume growth.

Although our operations were paused due to the
COVID-19 pandemic, we worked with our supplying
partnersto ensure theyreceived payment as normal,
andwereinastrong position to re-start delivery as soon
aspossible.

Customers

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

Our purposeis built around
providing an excellent customer
experience and this focusis
crucialtothe Board's strategy.

Our customers are encouraged
torate their experience withus
on Trustpilotand we are thrilled
tohavereceivedover 230,000
reviews which we regularly review
anduse toreward our staffand
identify areas forimprovement.

We are very proud to have maintained our 'Excellent’
rating on Trustpilot and we are inthe process of utilising
data analysis tools to help us gain further insight from
ourreviews.

During the first week of the lockdown period, our teams
contacted over 25,000 customers individually to offer
them reassurance regarding their order.

Throughthe newly launched appointment system our
dedicated sales team have enjoyed welcoming customers
backinto our stores and ensuring that they choose the
right product for them.

Communities

During the year, the Group
andits people continued
to support many localand
national great causes,
closetotheheartsand
minds of the ScS family.

Our store networkis spread
acrossthe UKandthey

play anactive roleintheir
local communities.

As asocially responsible business
itisimportant tousto contribute
to society and the economy.

As part of our daily operations
our customer facing colleagues
connectwith people and
customersintheirlocal
communities every day.

We continue to support many
charities chosen by our people.

We haverecruited 557 new colleagues throughout
theyear, creatingjob opportunities for people across
various locations.

We have continued to supportlocal charities with
donations of £18,000.

Throughout lockdown we donated £48,000 across
anumber of Trussell Trust Foodbanks to support
ourlocalcommunitiesin what was aworrying time
for many households.

Shareholders

We have two main shareholder
groups; Institutional investors
and individual shareholders.
The majority of our
shareholders are institutional
investors. This has beenthe
case since our flotation in 2015.

The Group's strategy and
purpose have been built with
thelong-termsuccess of
the businessin mind and for
the benefit of ourmembers
asawhole.

We engage with our shareholders
througharange of channels
including meetings, the Annual
Report, our AGMand our financial
andtrading statements. Investors
are able tokeep up-to-date
through our dedicated

corporate website.

We have continued to update our shareholders with
regular trading updates throughout the period as events
have unfolded.

We held alive analyst meeting opento allshareholders,
andawebcast of the meetingis published to our website
forthose unabletoattend.

Our CFOis onhandto speak to our shareholders and
address any queries they have.
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Risk and Risk Management

Ourrisk management framework is designed to manage
andreport onrisks that could affect the performanceand
reputation of our business

Our approach to risk management
The Group's strategy takes into account risks
along with opportunities and manages them
accordingly. The Group accepts that it faces
risks and uncertainties that could affect the
achievement of its strategic objectives and
consequently mitigating controls arein place
toreduce therisk to anacceptable level.
Regular reviews of existing and emerging risks
are undertaken along with the control systems
and processes to mitigate them.

Risk management framework

The Board has overall responsibility for
managing risk. The Audit Committee has
oversight of risk management and reports to the
Board. The established governance framework
underpinning our approach to risk management
is set outin detail below andincludes monthly
reporting of risks to the Operating Board, and
consideration of risk management at every Audit
Committee, including the robust assessment of
the existing principaland emerging risks and the
related control environment.

Identification of risks

The 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 to report,
mitigate and manage thoserisks. This process
has been reviewed this year by engaging third-
party risk experts who facilitated risk workshops
with senior management to review and provide
assurance over the existing principal and
emerging risks.

Risk appetite

The focus on effective risk management
remains high onthe Board's agenda and this
approach cascades all the way through the
organisation. The culture of the organisation
ensures that all activities, from day-to-day
operations to high-level strategic decisions,
are performed inline with this approach.
Management's assessment of our principal
risks is based on the potentialimpact, and
the likelihood of the risk materialising, and
any changein the risk from the prior year.
The governance of riskis undertakeninthe
context of the Group's overall risk appetite.

Risk management processes and framework

05.

This processis thenreviewed,
monitoredandreportedto the
Board and Audit Committee

onanongoing basis

04.

01.

Key risks by area (and
any changes since the
last review)

Risk
Progressin executing management
agreed process
improvement and process

implementing agreed
risk mitigation

02.

Risk ratings —by
evaluating eachriskand
assigningascore

03.

Identifying the
required actions
against eachrisk

Onanannualbasis, a calibration model of
scoringone 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 objectives and drive the business
forward. The Board's appetite for each of the
principalrisksis set outin the table below, and
within the principalrisks on the following pages.

Monitoring of risks

Thereis an ongoing process for identifying,
evaluating, managing and reporting onthe
significant risks faced by the Group. This has
beenin place for the year under review and up to
the date of approval of this Annual Report. The
Board has also performed a robust assessment
of the principal risks and mitigating controls.

Process for preparing consolidated
financial statements

The Group has established internal controls
and risk management systemsinrelation
tothe process for preparing consolidated
financial statements.

The key features of this are:

— Managementregularly monitors and
considers developmentsinreporting
regulation 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, changes in accounting
estimates and other relevant matters to the
consolidated financial statements; and

—  Thefull-yearfinancial statements are
subject to externalaudit and the half-year
financial statements are reviewed by the
externalauditors.



Thekey roles and delegated responsibilities:

Top-down
Governance and oversight
identification, assessment
and mitigation of existing

and emergingrisk at
corporate level.

Bottom-up
Risk management reporting.

Principal risk

Board

Overall responsibility for the leadership of risk management, sets strategic objectives, risk appetite and

monitors performance.

Executive Directors
Responsible for disseminating
risk policies. They support
and help the Operating Board
assess risk. 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.

Operating Board

The Audit Committee
The Audit Committee
oversees risk management
andinternal controls. The
Committee reviews the
Group'sinternal controls,
sets objectives and monitors
the effectiveness of the
Internal Auditteam. The
Committee also monitors the
independence and expertise
ofthe external auditors.

Audit, Riskand Compliance
Responsible for the

monitoring of the Group's risk
management approach and
provides alink 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-based approach to planning
audit work.

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.

Risk appetite levels 2020

Low Low to medium

Balanced

Aggressive

Strategicrisks
Economic environment
Competition
Key trading periods
Regulation and compliance
Infrastructurerisks

Business systems and infrastructure

Supply chain, infrastructure and product

Our people and culture
Reputational risks
Brand and reputation

Financial risk

Creditrisk, liquidity and consumer credit

The table shows that the majority of appetite for risk is low or low to medium, with only economic environment, competition, and key trading periods
showing abalanced appetite. During the year the Board's appetite has only changedin one area and this is a reduction in appetite for risk in business

systems andinfrastructure.

Risk Appetite Definition

Low Control over processes is the most significant concern. Commercial considerations are secondary and should not influence
decision makinginthis area.

Low to medium

Control over 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
be sacrificed.

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

Aggressive

inthis area.

Commercial considerationis the primary concern. No controls should be implemented thatimpact on commercial aspects
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Principal Risks and Uncertainties

Goodrisk management is essential to underpin the achievement
of our strategic objectives. We continue to carry out robust
reviews of allrisks and respond quickly and effectively

The Board's assessment of the principalrisks and uncertainties facing the Group and the mitigation in place are set out below.

We have a number of processes and controls in place to mitigate these risks and they are reviewed regularly. 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 ona number of the key risk areas.

Onamonthlybasis, principal risks and mitigating controls are reported to the Operating Board (including the Chief Executive Officer and Chief Financial Officer).

We consider the risks surrounding COVID-19 and Brexit to be significant andimpact a number of our principal risks, and have outlined these separately below.

COVID-19

COVID-19 has had a wide ranging and significant
impact onanumber of the principal risks and
uncertainties within our business. We have
implemented new controls, risk assessments
and procedures to ensure that we follow
government advice and industry best practice.
The mitigating controlsimplemented cover a
wide range of responses which are set out below:
— Immediately prior to and post the initial
period of lockdown, Operating Board
meetings were held on a daily basis to
ensure relevant actions and decisions
could be made quickly, and that these were
effectively communicatedto all teams
across the business;

— Thecashflow and profitimpacts of different
levels/lengths of lockdown were modelled
prior to the temporary closure of our stores
and distribution centresin late March;

— InMarch 2020, we drew down our £12m
revolving credit facility (RCF) to further
secure our cash position. Covenants which
allowed for greater headroomwere then
agreed with the bank. The RCF was repaid
prior to the year end, reflecting the strength
ofthe Group's balance sheet;

— Theclosure of our stores and distribution
centres was completed efficiently inline with
government timelines;

— Themajority of operational colleagues were
furloughed and the Group made monthly
claims under the Coronavirus Job Retention
Scheme (CJRS), allowing us to retain all our
staff throughout the lockdown;

— Home working was implemented quickly and
effectively for all staff who were required
to continue to work, including the provision
of equipment and assessments of home
working environments;

— Asenior management team and Operating
Board meeting was set up weekly to
communicate key messages and discuss
emergingissues and agreed actions;

— Communication channels were set up
with all external stakeholders including
close support for our customers and key
suppliers, along with dialogue with relevant
regulatory authorities;

— Astaffforumwas created to allow two-way
communication of the latest developments,
make suggestions and to raise concerns,

including shared views related to the
re-opening processes;

Our communications team produced
adetailed regular business bulletin that

was sent to all colleagues, including those

on furlough, to ensure everyone was kept

up to date with the latest information;
Allnon-essential costs were reduced

and planned capital expenditure was
deferred along with the suspension
oftheinterim dividend;

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

Following the announcement that stores
couldre-openandas aresult of the

detailed planning work carried out during
lockdown, we were able to re-deploy staff
and quickly re-open stores with allthe
correct procedures and personal protective
equipmentin place;

Operating processes were updated to
ensure that allbest practice guidelines are
followed, making 'safety first' our priority
inallareas of the business;

We provided additional resource, both
through new recruitment and from within our
existing team to support additional demand
experienced by our online sales channel;
Detailed cash modelling was carried out
toassess various scenarios and ensure that
cashwas preserved to allow us to continue
to operate. Although we could not predict
the ongoingimpact onthe business, we
considered severe and plausible downsides;
The RCF has now beenrepaid and cancelled
and we have secured a new three-year £20m
facility under the Coronavirus Large Business
Interruption Loan Scheme (CLBILS);

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

We provided additional resource in our stores
to help our customers understand our safety
procedures and all of our people across

the business were provided with personal
protective equipment.

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. Itis
difficult to predict with any certainty what the
impact of COVID-19 willhave over any given
period, however, itis certain that theimpact
willbe enterprise wide and will have a profound
effect on priorities and other existing risks facing
the Group. Theimpact of, and the increased
risk created by the pandemic, is highlighted
within each of the principal risks set outinthe
following pages.
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Brexit

Brexit remains a significant economic event facing the UK for the coming year. This risk continues to increase due to the elevated uncertainty over the
UK's withdrawal from the EU in December 2020, and the disruption to trade negotiations caused by the COVID-19 pandemic. The potentialimpact of the
risks facing the Group following withdrawal remain uncertain. In particular, we consider the highest risks being related to the UK economy and subsequent
consumer confidence, the risk of supply chain disruption and cost increases, and labour availability, both within our operations and within our supply chain.
We also recognise that there could be animpact on the regulatory guidelines that the Group operates within, although we expect those to be minimal
inthe shortto mediumterm.

Actions takeninclude:

— Operating Board monitoring and review of the evolvingimpact of the post-transition trading relationship between the UK and the EU;

— The Operating Board has considered various scenarios depending on the outcome of trade negotiations and have 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 staffinglevels to ensure that staff retention is managed appropriately; and 37
— Review of pricing strategy and changes in our cost base to ensure we can continue to offer the best value product in the market.

Theimpact of, and the increased risk created by Brexit, is highlighted within each of the principal risks set out in the following pages.

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

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

Infrastructure risks are those which affect the people and the resources that are required to operate our business. Principal risks in 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 principal risk in this category is '‘Brand and reputation”.

Financial risks affect the ability to ensure sufficient funds are available to run our business. We also rely on the availability of consumer credit
to customers to enable us to fulfil strategic plans. Principal risks in this category are: ‘Credit risk, liquidity and consumer credit'.
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Principal Risks and Uncertainties continued

Key to change inrisklevel since the previous year:

Risk higher (worsened)

Strategicrisks

Risk

Risk stayedlevel

Risk description

Risk lower (improved)

Mitigation

Progressin 2020

Economic
environment

Changeinrisklevel

»

Link to strategic priorities

3 Optimising product
4 Sales density

6 Flooring growth

7 Improve profitability

Performance indicator

Sales performance

Risk appetite

Balanced

Risk profile after

controls
Medium

Reports to
Chief Executive Officer

Consumer confidence
Changes in consumer confidence,
driven by political or economic
concerns, includingincreased
uncertainty injob security, have a
directimpact on consumer spending
ondiscretionary high valueitems, such
as furniture and flooring, which could
resultinadeclineinthe performance
ofthe Group.

The ongoing economic uncertainty
the UKis currently facing, given the
ongoing exit fromthe EU and the
impact of COVID-19, means consumer
confidence continues to be subdued.

Maintaining a business with the right
level of resilience to protect the Group
throughout the economic cycle.
Thisincludes having an appropriately
structured balance sheet with sensible
levels of cashand no debt.

Operating alean business model with
ahigh proportion of costs that are
flexible with demand allows us to adapt
and right size the cost base quickly,
whilst remaining competitive in

our markets.

Maintaining our established diverse
product offering, including a market-
leading upholstered furniture and
flooring range with complementary
dining and occasional furniture.
Ourrange of products at broad price
points across all categories allows
our customers to find good value
product for allbudgets, along with
excellent service and arange of
interest-free options.

Closing cash on the balance sheet
increased from £57.7mattheend
of July 2019 to £82.3mat theend
of July 2020.

Our cost base and structureis
constantly under review and we
continue to ensure that we maintain
our efficient business model.
Flexible costsin 2020 totalled 72%.

Our pricing strategy has always
beenbased on offering the best value,
along with a wide range of price points
and this continues to be our focus.

Our updated store layout andrange
planningis now complete andis
embedded across the Group.

Ourfocus on providing value to our
core demographic and our significant
investment in marketing continues
and ensures that our core customer
knows who we are and what we offer.

Improvements in our customer journey
mean customers can have confidence
when shopping with the Group.

Currency rates
Exchangerate fluctuations could lead
to costpressure.

We purchase all our products ona
sterling basis, minimising exposure
toexchange rate movements. We
have always worked closely with

our suppliers onexchange rate
fluctuations to minimise any impact
on our cost base and our retail
pricing strategy.

Throughout 2020, the Group has
continued to manage costincreases
with our supplier base. This has led to
the Group's margin being at a similar
leveltoprioryears.

Interestrates

The Group offersinterest-free credit
options onall products we sell,

the provision of which results
inacosttothe Group fromour
finance house partners.

Interest rate fluctuations could lead
to cost pressure and alsoreduce
customer's disposable income levels.

Cost of and access to consumer
finance is managed by having strong
relationships with three finance houses
who currently operate with the Group.
Relationships are also maintained with
other finance houses to ensure the
Group continues to receive the right
service at theright cost.

Over the year, interest-free credit
charges haveremained stable.

Since the end of the year LIBOR, has
reduced, which would normally result
inareductionin charges to the Group.
However, customer default levels are
forecasttoincrease, and, therefore,
changes to charges are forecast
tobe minimal.




Key to change inrisklevel since the previous year:

Risk higher (worsened)

Risk

Risk stayedlevel

Risk description

Risk lower (improved)

Mitigation

Progressin 2020

Economic
environment
continued

COVID-19 impact

The pandemic, coupled with the
government'sresponse, hasled to
amaterialimpact onthe Group's
activitiesinthe financial year. There
isanongoingrisk of further disruption
to the Group's performance if further
restrictions areimposed.

The fullextent of the impact
onemploymentand consumer
confidenceis not yet understood.
Bothare likely to reduce inthe short

tomediumterm, leading to areduction
indemand and spending on high value

discretionaryitems.

Thelonger-termimpact on exchange

andinterestratesis not yet known but

this couldlead toincreased operating
coststothe Group.

Our cautious approach and focus
onbuilding aresilient balance sheet
positioninthe past few years has
allowed the Group to continue to
satisfy customer orders, whilst treating
our teams and supply partners fairly
during the last few turbulent months.

The Group cash flow and financial
forecastingis robust and allows the
business to modeland minimise
potentialimpacts.

Following the outbreak of COVID-19,
anumber of measures were put
inplace to mitigate therisk to our
businessincluding:

— Increasedfinancialmodelling
to plan cash flowimpact
includingincreased downside
scenariomodelling;

—  Utilisationand amendment of
bank revolving credit facility (RCF)
to maximise cash availability;

—  ExistingRCF replaced withalarger,
longer tenure £20m CLBILS facility
whichisin place until August 2023;

—~  Useof government schemes for
aretail rates holiday, and to defer
VAT payment untilMarch 2021;

— Cashmanagement exercises with
most capital expenditure projects
put onhold, andrent deferral
agreements fromlandlords;

— Implementation of the Coronavirus
Job Retention Scheme (CJRS) for
over 1,400 staff;

— Investmentin personal protective
equipment (PPE) for use by staff
inorder toincrease consumer
confidence;and

—  Improved communication
channels set up with colleagues,
customers and suppliers.

Brexit

The Group may be unable to
identify and effectively respond
to the challenges of a post-Brexit
business environment leading to
reduced performance.

Therisks following Brexit include
anincreasein supplier costs and
disruption to the supply chain.

Our review of the potentialimpact

of the Brexit outcome and mitigating
actions that the Group can employ has
been completed. Working closely with
our suppliers has enabled us to plan for
the Brexit process and to minimise any
impact on our cost base and our retail
pricing strategy.

Our reviewhighlighted that the
exposure of the Group is partly
reduced through our UK-based
suppliers and that the level of finished
goods that come fromthe EU are
proportionately low.

The nature of our product also means
that small delaysin transportation will
not have a materialimpact on ourlead
times or proposition offered.
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Risk higher (worsened)

Strategicrisks continued

Risk

Key to change inrisklevel since the previous year:

Risk stayedlevel

Risk description

Principal Risks and Uncertainties continued

Risk lower (improved)

Mitigation

Progressin 2020

Competition

Changeinrisklevel

Lo d

Link to strategic priorities

4 Sales density

5 Market-leading website
6 Flooring growth

7 Improve profitability

Performance indicator

Sales performance

Risk appetite

Balanced

Risk profile after

controls
Medium

Responsibility

Commercial Director

Reports to

Chief Executive Officer

Competitive marketplace
Intensifying competition, particularly
online, and operating within
fragmented markets couldincrease
pressure on sales and margins.

We continue to diversify and develop
our product range and continually
respond to changing patternsin
demand, whilst remaining focused
onour core market.

Our upholstered furniture range
includes third-party brands and ScS
house brands. Due to our scale and
importance to our suppliers, our
ranges are exclusive to the Group.

We differentiate ourselves fromthe
competition by ensuring the customer
Jjourney creates acompellingreason
to purchase. Our retail teams are
continually focused onthe customer
experience, whichis core to our
success. We diligently review and act
upon feedback from our customers
through platforms such as Trustpilot
and Google My Business reviews.

We regularly monitor competitor's
activities to ensure we maintain
ahighly competitive positionin
the market place.

During 2020, we continued with our
review and revamp of our ranges and
store layouts to ensure we maximise
the customer propositionand
journey. Anew concession feel 'Home
of Brands' concept was rolled out
across the store networkinthe year,
introducing new house brands to
therange.

Inlight of market opportunity and
demand, the Group increased the
value offering presentedin store.

Our commitment to achieve having
the best customer service in our
market remains an area of focus.
The Group's TrustScore increased
for the fourthyearinarow.

Our market shareinupholstered
furniture continues toincrease
from 9.4%1in 2019 t0 9.8%in 2020.

Changes in marketplace
Failingtorespondtokey changesinthe
competitive environmentis arisk to
the Group's strategic plans for growth
and profitability.

We monitor product performance
across the network andin competitors
toidentify emerging trends.

We constantly investin our website
toincrease user experience to allow
customers to purchase online or to
carry outresearch before visiting
astore. We also operate a telesales
operation, providing a full
omnichannel offering.

Our marketing strategies are
constantly reviewed to ensure
that we are reaching our target
audience effectively.

Theintroduction of enhanced data
analytics during the year hasincreased
theinsight and speed of reviewing
product performance.

During the year, new campaign
management software was
implemented into our telesales
operation, increasing efficiency and
the customer experience.

Atthe end of the year, anew faster and
more intuitive website was launched.
This site, which is mobile optimised,
increases the user experience and
allows the Group toimprove how

we showcase our products.

Continued progress has been made
with digital marketing and our Search
Engine Optimisation (SEO) rankings,
seeing more website traffic and online
salesincreasingby 13.6%.

Our review of marketing strategies
has beenunder continuous review
throughout 2020, ensuring our
investmentintorelevant advertising
channels maximises our opportunity
toreach our customers. The
temporary closure of our stores
inlate March allowed the Group

to trial a different mix of traditional
and digital media allocation.




Key to change inrisklevel since the previous year:

Risk higher (worsened)

Risk

Risk stayedlevel

Risk description

Risk lower (improved)

Mitigation

Progressin 2020

Competition
continued

Risk

COVID-19impact

The COVID-19 pandemic,

whilst challenging willalso present
opportunities for the Group. The
period of closure and post-lockdown
trading has and will cause financial
distressto competitors such that they
may consider their level of participation
inthe market.

Some competitors have ceased
trading and others have been forced
to scale back operations.

The pandemic has alsoincreased the
number of consumers who are willing
to buy bigger ticketitems online. This
presents both arisk and an opportunity
for the business.

The Group will continue to monitor
consumer habits closely and is well
placedtoreacttoany changes, such
asthe shifttoonline, andtoalso take
advantage of a greater market sharein
the event of other businessesleaving
the market.

The Group is committed to continue
toincrease expenditure on the digital
shopping experience where returns
justify the investment.

Atthe end of the year, post the initial
COVID-19lockdown period, two of the
Group's largest competitors wentinto
administration. Whilst, one did re-open
post-administration, it now operates
with a smaller footprint thanit

did previously.

We continue to monitor risks and
explore opportunities that the
pandemic has presented, and ensure
thatany response toachangeinrisk or
opportunityis addressed accordingly.

As noted above, the online customer
proposition has been enhanced by the
launch of anew website. This has been
complemented by introducing arange
of online-only products.

Brexit

The risk of supply chain disruption could
reduce the availability of products and
therefore our ability to compete.

We continue to work with our suppliers
to ensure we have a supply of products
to continue our competitive offering.

During the year we have continued
tomonitor the political landscape
and our supplier arrangements.

Risk description

Mitigation

Progressin 2020

Key trading
periods

Changeinrisklevel

Link to strategic priorities

4 Sales density
5 Market-leading website
7 Improve profitability

Performance indicator

Sales performance

Risk appetite
Balanced

Risk profile after mitigating
controls
Medium

Responsibility
Chief Executive Officer

Key trading periods
Furniture retailing has historically
relied on certainkey trading days

and periods, including bank holidays.
Prolonged extreme cold, warmor
unseasonal weather conditions over
these key trading periods may reduce
footfallin our stores, resultingin weak
sales and potentially adverse effects
on profitability.

Close monitoring and our ability to flex
the marketing due to the strength of
our relationships with key advertisers
enables us toreact quickly to changes
inthe marketplace, including extreme
weather events.

We actively monitor and forecast
demand and, should this risk occur,
we would review planned and tactical
promotional activity to determine
whether strengthening this would
drive sales.

Our website enables customers
to purchase easily without needing
tovisitastore.

The year saw the Group react quickly to
threats during or around the historical
key trading periods. Advertisingwas
flexed appropriately, reducing spend
andrisk.

Our marketing strategy is under
constantreview and we have
undertaken significant work on
improving our presence ondigital
channels. We continue to monitor
ourinvestments to achieve maximum
impact with our core customers.

Our recently launched and updated
website willimprove the customer
journey and experience to ensure that
we can continue to trade successfully
throughout anyimpact of adverse
periods of weather or closures due
toapandemic.

COVID-19 impact

The closure of shopsinlate March to
late May due to COVID-19impacted
onthekey trading period of Easter
andthe first May bank holiday. Future
disruptionis possible ifa second wave
ofthe pandemic resultsin further
closures ataregional or national level
onorarounda key trading period.

The strength of our relationships with
key advertisers and our flexible cost
base enables the business to conserve
cashwhen an extreme event occurs.

Inresponse tothe temporary

closure of our storesinlate March, all
advertising was cancelled or deferred.
The strength of our relationships

with key advertisers meant we were
able tore-allocate this spend withno
penalties, and to turn this promotional
activity back on following the
re-opening of the stores in May.
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Principal Risks and Uncertainties continued

Key to change inrisklevel since the previous year:

Risk higher (worsened) Risk stayed level

Strategicrisks continued

Risk Risk description

Risk lower (improved)

Mitigation

Progressin 2020

Regu|ati°n and Key regulated activities
- The Group's operations are subject
Compllance toanumber of regulations, including:
— Tradingstandards
- — Advertising standards
Changeinrisk level ~  Product safety and quality
o—s — Health &safety
—  Environment
Link to strategic priorities B g:gigitcetct\on (GOPR)
1 Outstanding team —  Financial Conduct Authority (FCA)
2 Customer experience — ModernSlavery

4 Sales density

. . Non- li ith fth
7 Improve profitability on-complancewithany ot the

regulations couldresultin a financial
cost, and/or reputational damage.
Performance indicator

Prosecutionand

regulatory action

Risk appetite
Low

Risk profile after mitigating
controls
Medium

Responsibility
Corporate Services
Director

Reports to
Chief Executive Officer

Allteam members are provided
with relevant training dependant
ontheirrole. Completion of training
is monitored and reported monthly
to the Operating Board.

Any complaints regarding regulated
activity are reportedto and
investigated by the Audit, Riskand
Compliance team and reported
tothe Operating Board and the
Audit Committee.

We actively monitor compliance
with our existing obligations and we
regularly update andre-issue internal
policies and procedures.

We review current guidelines on pricing
and promotions through regular review
and monitoring.

Allemployees are issued with a code of
conduct, whichis updated annually and
published on ourintranet. We have an
anti-bribery and corruption policy and
allemployees dealing with third parties
are expected to undergo training. Our
anti-bribery and corruption policy sets
outourapproach for the givingand
accepting of gifts and hospitality.
Aregular review of gifts and hospitality
registers and the policyis carried out by
the Audit, Risk and Compliance team.

We have along established confidential
whistle-blower hotline, which allows
colleagues toraise any concerns. Our
policyisintended to make employees
or third parties aware that they

should report any serious concerns

or suspicions about any wrongdoing

or malpractice onthe part of any
employee of the Group.

We carry out due diligence product
testingregularly to ensure our products
complywithallrelevant regulations.

Enhancements have been made to
our training programme (including
online training) toimprove monitoring
andreporting processes, covering
allregulated areas andin particular
the requirements of the FCA. We
haveintroduced a 'Staple Six' that all
colleagues must complete annually.

Anew online training course to help
our retail colleagues introduce finance
to customers has beenimplemented.
This willaccommodate increasedlevels
of monitoring, compliance, reporting
and support to colleagues.

Monitoring of our compliance with
GDPR continues to be an area of focus
and we have continued to enhance our
processes and systems to respond
quickly to any subject access requests.

Risk assessments were carried out
across the whole network prior to
re-opening following the COVID-19
enforced temporary closures.

Anew COVID-19 and use of PPE online
trainingmodule was also introduced
to supportall colleagues across

the business.

Warranty regulation
Expected changes to the regulation
andreporting of product warranties
could affect future sales and profit
from thisincome stream. Further
legislation changes may have a
retrospective impact, effecting
future profitlevels.

We actively monitor and respond

to the updates provided by the FCA
ensuring any relevant requirements are
understood and appropriate action can
be planned, in particularin relation to
warranty sales.

Our pricing model allows us to adjust
what we charge for our products,
and we will consider implementing
theseif changes to regulation or
reportingimpact the currentlevel

of warranty income.

Thebusiness has continued to monitor
developmentsin potential warranty
regulation andhas beenworking
onchanges to ensure the Group
continues to comply withany

required changes.




Key to change inrisklevel since the previous year:

Risk higher (worsened)

Infrastructure risks

Risk

Risk stayedlevel

Risk description

Risk lower (improved)

Mitigation

Progressin 2020

Business
systems and
infrastructure

Changeinrisklevel
O—9

Link to strategic priorities

2 Customer experience
5 Market-leading website
7 Improved profitability

Performanceindicator
Number of majorincidents
System performance

Risk appetite
Low

Risk profile after mitigating

controls
Medium
Chief Financial Officer

Reports to
Chief Executive Officer

System availability

The Group's performanceis heavily
reliant on the continuous operation of
our IT systems. Outages or disruption
couldresultinadecreaseinsales
performance andimpact our

delivery service.

Information security
Thereisariskthataloss of data
could have a significant adverse
reputationalimpact.

Cyber security and
performance

Any major disruption (suchasa
cyber-attack), sustained performance
problems, or failure to keep technology
up-to-date could constitute
asignificant risk to our business.

A 24-hour system for monitoring
performanceisin place for business
critical systems. A 24-hour third-party
supportcontractisalsoin place forall
critical systems.

Abusiness continuity planisin place
together with a disaster recovery
planandalternative operating site.
Arrangements are reviewed annually
and updates made accordingly.

We have processes and systems
inplace to ensure systemaccessis
appropriately controlled and access
to sensitive datais limited.

The Group is committed to ensuring
thatits network, applications and data
are protected andall relevant software
and hardware updates areinstalled
onaregularbasis.

We use third-party experts to
regularly test our resilience against
cyber-attack. This testing covers
both external andinternal penetration
testing, including granting access

to hardware that sits within our
physical network to understand what
weaknesses the latest cyber security
tools canidentify.

Allaccess to networks and systems
remotely are restricted to those
people using Virtual Private Network
(VPN) tools.

Staff are provided with Company

IT equipment and the use of other
equipment is prohibited. All staff have
beenissued withinformation security
guidance, whichis updated annually.

During the past year our investment
inlT has continued, in particular
where thisrelatedto cyber

security improvements.

We haveloadtested our disaster
recovery site throughout the year,
including relocating half of our head
office support functions to operate
from the sitein March.

We have enabled a number of staff
towork from home, reducing the
risks within our head office.

COVID-19impact

Following guidelines introduced by
the government regardingincreased
home working, thereis anincreased
risk that the Group's business systems
could beimpacted by the number

of staff working remotely.

Prior to moving to full remote working,
the Groupinitially implemented the
business continuity plans to reduce
the risk to employees located in our
head office. This involved splitting our
support teams across our head office
and disaster recovery site along

with increased home working.

Toreduce therisk to our colleagues,
the business enabled all of our office-
based staffto work fromhome.

This demonstrated that the Group
has the ability to operate key support
functions remotely.
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Principal Risks and Uncertainties continued

Key to change inrisklevel since the previous year:

Risk higher (worsened)

Risk stayedlevel

Infrastructure risks continued

Risk

Risk description

Risk lower (improved)

Mitigation

Progressin 2020

Supply chain,
infra-structure
and product

Changeinrisklevel

»

Link to strategic priorities

3 Product strategy

4 Sales density

6 Flooring growth

7 Improved profitability

Performance indicator

Sales performance
Customer feedback
Delivery optimisation

Risk appetite

Low to medium

Risk profile after mitigating

controls
Medium

Responsibility

Logistics Director
Commercial Director

Reports to

Chief Executive Officer

Supplier resilience

and capacity

The majority of the products we sell
are sourced froma small number of key
suppliers basedin the UK. If a supplier
is unable to meet demand or ceases

to trade this would disrupt supply

to customers.

Ethical practices

Giventhat parts of our supply chain
are basedinthe Far Eastthereisan
increased risk of ensuring compliance
over ethical practices.

Product quality

and safety

If we are unable to provide agood
quality and safe product there
isarisktothereputation of the
Group, resultinginloss of customer
confidence and reductionindemand.

We have ensuredthat atleast two
factories can produce acomparable
modelfor each product we sell,
reducing the risk of disruption

inthe event of a supplier issue.

Ontime delivery and product quality
is monitored and reportedtothe
Boardonaregular basis.

Our review of supplier financial stability
ensures that any early signs of failure
are addressed ifnecessary.

Allsuppliers are required to be
members of Sedex and we expect
allour suppliers to comply with the
relevant legislation and best practices.

We have a programme of regular
independent testing on our products
to ensure ongoing compliance to
currentregulations.

Our customer service team hold
regular meetings with suppliers to
review quality and agree appropriate
action for continuous improvement.

Supplier performance hasimproved
inthe year, based on product quality,
independent safety testingand,

up until theimpact of the lockdown
period, on-time delivery metrics.

We have continued as amember of
Sedexand 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 maintained our accreditation
from the Furniture Industry Research
Associated Certified Compliance
scheme, and are proud that ScSwas
the first UK company to achieve this.

COVID-19impact

During, and subsequent to, the
pandemic crisis there s arisk of
disruption to the Group's supply chain.
This could resultin delayed orders oran
increase in costs due to manufacturing
costincreases.

Inresponse to COVID-19 we have
worked closely with our suppliers to
monitor their response and ability to
dealwith the impact of the pandemic.

The Group has paid suppliersin

line with existing terms during the
lockdown periodto ensure they are
able to re-commence production
to fulfil our outstanding customer
order book.

Any product delays have been
communicated to customers as
soon as we have been made aware.

We continue to monitor the impact

of COVID-19 onour supply chainand
work with our suppliers to minimise
any disruption. Thisincludesincreased
levels of forecasting and capacity
planning following the post-lockdown
increase indemand.

Brexit

Thereisarisk of disruption to the
supply chainalongwith a potential
increaseinduties leadingtoanincrease
incostbase.

We continue to monitor the evolving
impact of post-transition trading
relationship with the EU.

We continue to review arrangements
inplace covering our suppliers and
we continue to monitor and work
with them to reduce our exposure.




Key to change inrisklevel since the previous year:

Risk higher (worsened)

Risk

Risk stayedlevel

Risk description

Risk lower (improved)

Mitigation

Progressin 2020

Our people and
culture

Changeinrisklevel

r

Link to strategic priorities

1 Outstandingteam
2 Customer experience
7 Improved profitability

Performance indicator
Colleague retention

Risk appetite
Low to medium

Risk profile after
controls
Medium

Responsil
Corporate Services
Director

Reports to
Chief Executive Officer

Teamretention

Our colleagues are critical to enable
the delivery of a high standard of
customer service. Werely onthe
quality, experience and engagement
of allour colleagues across the whole
business. Poor retentionwillincrease
the risk of loss of knowledge,
increase the cost of recruitment
andretraining, andimpact on the
customer experience.

Payroll costs

Any future increase to the minimum
living wage will affect the Group's cost
base and our ability to retain staff.

Forming part of our wider priority
‘Building andinspiring an outstanding
team' we are constantly reviewing our
terms and conditions of employment
to ensure they remain competitive and
fair within the sector.

Our succession planning has been
inplace foranumber of years and
includes strategic and contingency
measuresinthe event that key
individuals are not available. The plan
is refreshed and reviewed onan annual
basis by the Board.

We constantly review retention rates
andfurtherinsightis gained through
anexitinterview process.

Appropriate rewards andincentives
arein place to secure the retention
of our senior management team.
Theincentives focus onrewarding
performance as wellas recognising
the needtoretain the experience
of our senior managers.

The Group is accredited with Investors
in People status and forms part of
awider strategy for ‘Building and
inspiringan outstandingteam’.

Following the successfullaunch of
our refreshed strategies we have
continued to promote the changes
and significantinvestmentin making
ScSagreat place towork.

The prior year saw the Group
enhance employee benefits, including
theintroduction of anemployee
assistance programme. This has
been promoted during the lockdown
period to provide our staff with
asupportroute.

In collaboration with MHFA England,
32mentalhealthfirstaiders have also
had training on supporting colleagues
throughout our business.

Enhanced personal development
programme commenced for

our retailbranch and senior
management teams.

We continue to develop andimprove
our training toidentify and close
training gaps.

Following the annual staff survey

we have responded to staff feedback
and we update ourteams onthe
progress made.

Staffturnover has reduced by 9.2%
during the financial year.

COVID-19impact
Theimpact of COVID-19 and

the resulting government action
resultedin staff being furloughed
for a significant period of time.
Staffreturning to work could feel
anxious, which may impact efficiency
and absenteeism.

Thereisarisk that a number of staff
from one location being diagnosed
with the virus, resultinginatemporary
closure of astore or distribution centre
which wouldimpact our performance
and our ability to deliver the best
customer experience.

Our flat management structure
allows the business to react quickly
to minimise costs and maximise our

people focus during alockdown period.

Inresponse to COVID-19 and following
the re-opening of business, the Group
investedin the re-training of staff
alongwith updated policies,
procedures and guidance.

Weinvested and continue to supply
personal protective equipment
alongwith guidance, and a safety
first programme to ensure staff
feel confident about coming back
to theirworkplace.

Risk assessments and safe systems
of work were implemented for all
areas of the business. Improved staff
communications were implemented,
including the use of social media.

We updated trainingon COVID-19
and safety processes for staffin
preparation for re-start. Where
possible, staff were set up to work
remotely fromhome.
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Principal Risks and Uncertainties

Key to change inrisklevel since the previous year:

Risk higher (worsened) Risk stayed level

Reputationalrisk

Risk Risk description

continued

Risk lower (improved)

Mitigation

Progressin 2020

Brand and reputation
Protecting our brand and reputation
iskey to our success and everything
we do. The Group recognises that

Brand and
reputation

Changeinrisklevel couldresultinaloss of confidence
o— by customers, colleagues and
other key stakeholders.

Link to strategic priorities

1 Outstandingteam

2 Customer experience

7 Improve profitability

Performanceindicator
Sales performance

Customer feedback

Risk appetite
Low

Risk profile after mitigating
controls

Reports to

failure to effectively protect the brand

Any risk to our brand and reputation

is monitored closely through various
channels and regularly reportedto the
Operating Board. Key stakeholder KPIs
arereportedto the Boardregularly.

Our retail, compliance, merchandise,
distribution and aftercare teams all
have processesin place to monitor and
adhere torelevant standards, ensuring
our reputation for a high quality
product and service is maintained.

We have review processes in place
tomonitor customer service levels
through Trustpilot and social media
feedback. We work on product quality
through discussions with our suppliers
and we review colleague engagement
through staff engagement surveys.

We have along established code
of conduct, equality and diversity
policies, and all staffand suppliers
have access to a confidential
whistle-blowing helpline.

Theintegrity of our product sourcingis
regularly monitored and reviewed with
our suppliers.

During 2020, we have continued to
focus oncustomer service and strive
toachieve the new more aspirational
targets set by Trustpilot.

We have further promoted our values
throughout the business, ensuring
our focus is maintained on making
ScSagreat place towork and shop.

We continued to work closely with
our suppliers and have established
animprovement programme for
product quality. Data from customer
services and auditresults help us

to guide suppliers through areas

of focus to drive improvements.

A continuous improvement framework
isinplace that enables us towork
with our suppliers to review existing
products and new products as they
areintroducedinto the range.

Chief Executive Officer

COVID-19 impact

As aresult of COVID-19, adelayin
orders and deliveries to customers
may resultinreputational damage.

Changes to store layout, required
under government guidance to allow
socialdistancing, may impact onthe
customer's experience, reduce sales
andincrease costs.

The Group has a dedicated supplier
management team, who trackall
customer ordersincluding any revised
delivery dates. This team works with
our senior management team to
ensure all delays are communicated
to our customers as soon as these
are evident.

Alldelays on orders taken priorto the
lockdown period were communicated
toimpacted customers. Customers
were contacted directly by amember
of our senior management team.

We have worked with and will continue
towork with our suppliers to ensure any
impact canbe mitigated. Lead times
onproducts are regularly updated to
ensure customers are aware of any
extended delivery times at the point

of order.

We have ensured that every store

has a'meetand greet'member of
staffin place to ensure customersare
reassured and advised on our revised
shopping experience.

We haveinstalled signage and provided
personal protective equipment toall
staff and have followed all government
guidelines and best practice provided
by relevant bodies.




Key to change inrisklevel since the previous year:

Risk higher (worsened)

Financialrisks

Risk

Risk stayedlevel

Risk description

Risk lower (improved)

Mitigation

Progressin 2020

Creditrisk,
liquidity and
consumer
credit

Changeinrisklevel

»

Link to strategic priorities

1 Outstandingteam

2 Customer experience
4 Sales density

7 Improve profitability

Performance indicator
Sales performance
Customer feedback

Cost of consumer finance
Net debt

Risk appetite
Low

Risk profile after mitigating
controls
Medium

Respons| Yy
Chief Financial Officer

Reports to
Chief Executive Officer

Supplier credit

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

We have developed strong
relationships and credibility with
creditinsurers through regular
communication, information, ongoing
trading performance and the Group's
resilience levels.

We have robust forecasting facilities
inplace that enable early discussion of
risks, whichimproves the chances of
positive solutions for all stakeholders.

The Group has hadincreased dialogue
inthe year with creditinsurers.

Suppliers provided regular updates on
their creditinsurance arrangements.
None of our manufacturing suppliers
saw areductionin their credit
insurance levels.

COVID-19impact
Thereisanincreasedrisk thatthe
Group's creditrating is affected,
reducing the ability of our suppliers
being able to obtain creditinsurance.

Embedded cash-flow forecastingand
the management and reductionin
costs allowed the Group to manage
cash appropriately.

Whilst trading was significantly
impacted by the lockdown, the Group
continued to pay our suppliers for
goods delivered. This has meant that
post the lockdown period our supply
chainhas beenable tore-start.

Despite theimpact of COVID-19
resultingin stores being closedin
March 2020, the Group continues to
maintain a strong cash positiononits
balance sheet.

Liquidity

Cash generated from business
activitiesis used to fund our working
capital, any reduction or loss of access
to cashwouldimpact onthe ability to

pay suppliers and continue operations.

The Group's treasury policy is to have
abalance sheet thatdoesnotrely on
debt tofundits day-to-day operating
activities. Targeting to hold sufficient
cashbalances to provide adequate
liquidity through the economic cycle.

The Group maintains a strong, long
standing relationship with our bank. A
£12mrevolving credit facility (RCF) was
in place from January 2015 to August
2020, whenitwas replacedwitha
three-year £20m CLBILS facility which
maturesin August 2023.

Despite the COVID-19 lockdown,
we continued to maintain a strong
financial position through careful
monitoringand management

of our cash flows.

The Group acted quickly toamend
the terms of the existing RCF
toimprove covenantheadroom,
andthen subsequently replaced
with animproved facility.

COVID-19 impact

The closure of the stores and
distribution centres meant the cash
position of the Group reduced, largely
due to the unwind of working capital.
Aprolonged period of closure or
subdued demand post-re-opening
would reduce liquidity levels further.

Embedded cash-flow forecastingand
the management and reductionin
costs allowed the Group to manage
cash appropriately and engage in
discussions withits bank as required.

Followingthe amendment of the
covenant terms onthe existing £12m
RCF, the Group agreed anew £20m
CLBILS RCF, whichisin place until
August 2023.

Closing cashincreasedby £24.6m
to £82.3m (2019: £57.7m)

Please see our Viability Statement
on page 49 for further details.
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Risk higher (worsened)
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Financial risks continued

Risk

Key to change inrisklevel since the previous year:

Risk stayedlevel

Risk description

Principal Risks and Uncertainties continued

Risk lower (improved)

Mitigation

Progressin 2020

Creditrisk,
liquidity and
consumer
credit continued

48

Consumer credit

The Group's ability to offer interest-
free credit to customers may be
impacted as a result of high default
levels, increasedinterestrates orthe
withdrawal or uncompetitive nature
of consumer credit facilities provided
by the external finance companies —
thereby reducing the competitiveness
of akey part of the Group's
customer proposition.

We work closely with a number of
finance providers to ensure that we can
obtain a competitive rate and reduce
therisk of not being able to offer the
interest-free proposition.

The Group monitors acceptance rates
by provider by week to identify and
challenge any emerging trends.

Inorder to ensure that we maintain
our relevant permissions fromthe
FCA, we continually monitor relevant
compliance and work with our
finance providers to ensure

that our obligations are met.

Trainingis provided to retail staffand
any complaints regarding regulated
activity are investigated by the

Audit, Riskand Compliance team

and reported to the Operating Board.

During 2020, we have worked closely
with our existing finance providers
toensure that we adhere torelevant
legislation and guidance.

We have maintained our close working
relationship with our three finance
providers, and we are inongoing
discussions with other potential
providers to enable us tohave arange
of options available.

Defaultlevels and acceptance levels
have remained stable during the year.

Weimplemented new online training
forallour retail sales staff.

COVID-19impact

Following the lockdown period the
FCAand governmenthas prompted
lenders to provide payment holidays to
customersto assist during the crisis.
This could lead to anincrease in default
levels when the payments resume.
Thiswouldlead to anincreaseinrisk,
andtherefore, cost to thelenderand
increased costs to the Groupifthe
finance companies feel thisincrease
indefaultlevels will persistinthe
medium term.

Duetothe potentialincreasein
unemployment thereis a risk of
acceptance rates falling which would
mean fewer customers being able
to use the finance facility to make
apurchase.

Due to the strength of the relationships
held with the finance companies, any
changesto costs oracceptancerates
are discussed up front.

The Group's ongoing discussions with
other national finance companies
ensures we can benchmark costs and
acceptance rates across the UK and
remain competitive inthe marketplace.

Post-lockdown, noincreasein
costs have been proposed by the
finance companies.

We saw acceptance rates drop slightly
onre-opening and we have continued
to monitor this on a weekly basis and
have seenlevels returnto normalin
the newfinancial year.




Viability Statement

The UK Corporate Governance Coderequires
the Group toissue a ‘viability statement’

declaring whether we believe the Group can

continue to operate and meetits liabilities,
takinginto accountits current positionand
principal risks inthe longer term

Variable or discretionary total
Group costs

72%

Undrawn CLBILS committed revolving
credit facility

£20m

Duetotheinherent pace of change inthe

retail environment, and the wider economic
environment, the Group tends to ensure focus is
ondelivery of short to medium-term goals. The
strategy and associated principal risks underpin
the Group's three-year strategic planning
process ('the Strategic Plan’), which is updated
annually. This process takes into account the
current and prospective macro-economic
conditions in the UKand the competitive tension
that exists withinthe markets that we trade. Our
current Strategic Plan has also been revisitedin
light of the more recentimpact of COVID-19,
and the Boardbelieves it remains relevant to
ensuring success inthis period. 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).

As explainedin the Strategic Report, the Group's
business model provides customers with

high quality, competitively priced upholstered
furniture, flooringand related products. The
Directors are confident that consumer demand
for these products will continue to remaininthe
longer term, and that our strategy (see pages

24 and 25) 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 the retail sector, it is reasonable
to expect further volatility in the short term. The
Strategic Plan was therefore specifically stress
tested against the key risks identified within the
plan, with attention to the principal risks and
uncertainties highlighted on pages 36 to 48.
Thisincluded the modelling of:
— Asecond extended nationwide lockdown;
— Various severities of downturnin revenue;
— Various severities of downturnsin
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 cashreserves held currently, the
outcome of this stress testing satisfied the
Directors with respect to the ongoing liquidity
and solvency of the Group over the three-year
period under review. 72% of total Group costs
are either variable or discretionary and as such,
evenindifficult 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
cashreserves, would ensure the Group could
continue to meetits liabilities. 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 on the Group should
thatrisk occur.

The Strategic Plan makes certain assumptions
about the normal level of capital recycling likely
to occur and therefore considers whether
additional financing will be required. The Group
continues to hold a significant cash balance and
the newundrawn £20.0m CLBILS committed
revolving credit facility. The facility was entered
intoin August 2020 and extends to August
2023. 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
areasonable expectation that the Company
willbe able to continue in operation and meet

its liabilities as they fall due over the period to

29 July 2023. In making this statement, the
Directors have considered the resilience of the
Group, takinginto accountits current position
and the principal risks facing the business.

This strategic report, which has been prepared
inaccordance with the requirements of the
Companies Act 2006, has been approved and
signed on behalf of the Board.

David Knight
Chief Executive Officer
1 October 2020
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Board of Directors

Alan Smith David Knight Chris Muir

Non-Executive Chairman Chief Executive Officer ChiefFinancial Officer

Date of appointment

22 October 2014 1 January 2002 4 April 2016

Committee membership

o

Biography
Alan has held a number of roles for retail Davidjoined ScSin 1988 as a General Manager Chris joined ScS as Chief Financial Officer
companies across the private equity and from Wades Department Stores, which he in April 2016. He is a chartered accountant,
quoted sector previously, including Chairman joinedin 1978. He progressed to become the qualifyingin 1999 whilst working at Deloitte.
and Chief Executive Officer of Robert Dyas, Branch Manager of the Group's flagship store, In 2003, he joined Northgate plc, Europe’s
Chief Executive Officer of Somerfield, CEO located at the Metro Centre in Gateshead. leading specialist inlight commercial vehicle
of Evans Halshaw plc, Group and Managing He became National Sales Managerin October  hire, as the Group Accountant and held a
Director of B&Qplc. 1995 and was appointed to the Boardin number of senior UK and group roles, including
November 1997 as Merchandising Director. UK Finance Director and acting group CEO
In October 1999 he was promoted to the inthe summer of 2014. Prior tojoining ScS
position of Managing Director, thento he was Group Finance Director of Northgate.
Chief Executive Officerin January 2002.
Key strengths
Retail, finance, strategy, marketing Retail, strategy, marketing, supply chain Financialand risk management, investor

and banking experience, restructuring,
change management

External appointments

The Navy, Army and Air Force Institutes
The Royal Air Force Charitable

Trust Enterprises

The Royal Air Force Charitable Trust
Brambledown Aircraft Hire

Executive/Non-Executive Board tenure

B Chairman ChiefFinancial Officer [l 1-5years 15years+
B ChiefExecutive [l Non-Executives M 5-15vyears



Ron McMillan

Non-Executive Director

George Adams

Non-Executive Director

Angela Luger

Non-Executive Director

22 October 2014

9 July 2015

16 May 2019

A JRIN)

@00

000

Ronis the Senior Independent Director and
Chairman of the Audit Committee of N Brown
Group plc and B&M European Value Retail S.A.
Heis a Non-Executive Director and Chairman
of the Audit Committee of Homeserve plc.
Previously Ronworked in PwC's assurance
business for 38 years and has deep knowledge
and experience of auditing, financial reporting
issues and governance. As the Northern
Regional Chairman of PwCin the UK and
Deputy Chairman of PwC in the Middle East,
he acted as engagement leader to a number
of major listed companies, including many
inthe retail sector.

George has a strong commercial and
management background, with over 30 years
of international experience across Europe

and Asia. George is the Chair of FFX Itd and
Bradford and Sons Itd, he is also Non-Executive
Director for Nobia AB and Stiga SA.

George spent 16 years with Kingfisher

plc, inroles 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, she
is 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 a significant 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

Nobia AB

Stiga S.A.

Bradford and Sons Limited

Portmerion Group plc

The Paint Shed Holdings Limited
New Look Retailers Limited

The Hiring Hub Holdings Limited
Majelan Limited

Committee membership key
0 Audit Committee Chair

e Audit Committee Member

0 Remuneration Committee Chair

G Remuneration Committee Member
m Nomination Committee Chair
m Nomination Committee Member

| SLNIWILVLSTIVIONVYNI4 | FONVNYIAODILVYOJYUOD | L¥OdIYDIDILVYHLS

51



ScS Group plc Annual Report 2020

52

Corporate Governance Statement

“Whilst we are facing
unprecedented
times; good corporate
governanceremains
anessential part of our
Group operations.”

Alan Smith
Chairman

Role of the Board

The Boardis committed to high standards

of corporate governance. The Group has
complied and intends to continue to comply
withthe requirements of the 2018 UK Corporate
Governance Code, a copy of the Codeiis
available on the FRC's website: www.frc.org.uk.

The Groupisled and controlled by the Board
whichis collectively responsible for the long-term
sustainable success of the Group. The Board
focuses onthe Group's purpose, values and
strategy and onits performance and governance.
The Board has delegated certain responsibilities
to committees to assistin dischargingits duties
and theimplementation of matters approved by
the Board. A summary of the terms of reference
of each Committeeis set out on page 54 andthe
Audit and Remuneration Committee reports are
setoutonpages 57to73.

Detailed implementation of matters approved
by the Board 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.

Stakeholder engagement

The Board appreciates the importance of
engaging with the Group's stakeholders and
having regard to theirinterestsinits decision
making process. The welfare andinterests

of our colleagues and customers during

the coronavirus 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
providedto 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 Board is 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 Boardregularly visit the Group's stores
anddistribution centres and have particularly
done so following the re-opening under
coronavirus restrictions, in order to form their
own assessment of the in-store experience
and working environment, for colleagues
and customers.

Details of the stakeholder interests, which the
Boardhas consideredinits normal business
operations during the year andin the period
fromthe on-set of the coronavirus pandemic,
are setoutinthe Section 172 Statement and
Stakeholder Report onpages 32 and 33, and
the Risk and Risk Management section on
pages 34 and 35.



Structure chart
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Operating
Company Board

Culture and values

The Board considers and monitors how the
Group's values of being aresponsive, inclusive,
gettingitright, hardworking and trusted retailer
of sofas and carpets are reflected in the way in
whichthe Group operates. The Group's visionis
to be Britain's best value sofa and carpet retailer,
making it easy for our customers tolove their
home. Our values and purpose reflect how

the Group operates culturally as a business

and how we engage with our stakeholders.

The Board recognises the importance of
ensuring a healthy and supportive culture
within the Group. The Board monitors culture
and values inanumber 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. Allemployees are able to access
aconfidential helpline operated by Safecall
should they want to report any wrongdoing
anonymously. The Board are provided with
insight into any calls that are made. We also have
adedicated, free to use employee assistance

Directors' attendance

Committees

Audit

programme, where employees can gain access
to help and support onawhole range of personal
issuesincluding 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.

Matters reserved for the Board

Aformal schedule of mattersis reserved

for the Board, whichincludes the Board:

— Havingresponsibility for the overall
leadership of the Group to promoteits long-
term sustainability, establishingits purpose,
values and strategy and ensuring that these
andits culture are aligned;

— Approvingany changes to the capital
structure of the Group;

— Approvingfinancial reporting, budgets,
dividend policy and any significant changes
inaccounting policies and practices of
the Group;

— Establishing procedures to manage rrisk,
oversee theinternal control framework and
determining the nature and extent of the
risk appetite of the Group is willing to take to
achieve its long-term strategic objectives;

— Approving of any major capital projects and
materially significant contracts for the Group;

The Board held twelve meetings during the 2020 financial year and attendance at the meetings was

as follows:
Remuneration Nomination
PLC  Audit Committee Committee Committee
Total no. of meetings 12 3 5 1
David Knight 12 - - -
Chris Muir 12 - - -
Alan Smith 12 - 5 1
Ron McMillan 12 3 5 1
George Adams 12 3 5 1
Angela Luger 12 3 5 1
Paul Daccus* 3 - - -

Further meetings of the Board, Audit, Remuneration and Nomination Committees have also been held since the year end.

*  PaulDaccus stepped down from the Board on 11 February 2020 in connection with the sale by Parlour Products

Holdings (LUX) S.A.R.L of its entire holding in the Group.

Remuneration

Nomination

— Ensuring effective engagement with and
encouraging participation from shareholders
and other stakeholders;

— Understanding the views of the
Group's key stakeholders, including
the workforce, and setting and reviewing
engagement mechanisms;

— Approvingthe structure, size and
composition of the Board and the
remuneration policy for all Directors
and senior management;

— Reviewing workforce remunerationand
related policies and the alignment of
incentives and rewards with culture;

— Aligning executive remunerationto the
Group's purpose and values and ensuring
thatitis clearly linked to delivery of the
Group'slong-term strategy;

— Agreeing the responsibilities of the Chair
of the Board, the Chief Executive, Senior
Independent Director, the Board and
its Committees;

— Undertaking a formal andrigorous annual
review of the performance of the Board,
its Committees, the Chairman, individual
Directors and corporate governance
matters; and

— Approving and supervising of any material
litigation and appointing the Group's
professional advisors.

Thereis arolling programme of Board meetings
throughout the year and there are six Board
meetings presently scheduled for 2021.

In 2020, 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 membersreceive
sets of Board packs in advance of the Board and
Committee meetings. For scheduled Board
meetings this includes progress on strategy,
current trading, stakeholder KPIs, management
accounts and detailed papers on other matters
where Board approvalis required. 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
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meetings which are held as circumstances
require, the Board packs reflect the agenda

of the meeting, but 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.

Composition of the Board

Following Paul Daccus stepping down fromthe
Boardon 11 February 2020, in connection with
the sale by Parlour Products Holdings (LUX)
S.A.R.Lofits entire holdingin the Group, the
Boardhas comprised of the Non-Executive
Chairman, two Executive Directors and three
independent Non-Executive Directors.

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
independentin character andjudgementand
free from relationships or circumstances which
may affect, or could appear to affect, their
judgement. Independence is determined by
ensuring that the Non-Executive Directors do
not have any material business relationships or
arrangements (apart from their fees for acting
as Non-Executive Directors) with the Group or
its Directors whichinthe opinion of the Board
could affect theirindependent judgement.

All Directors have service agreements or letters
of appointment in place and the details of the
terms of these are set outin the Directors'
Remuneration Report on pages 62 to 73.

The Nomination Committee will review onan
annual basis the Board's composition, experience
and skills to ensure the effective working of the
Board and its Committees and the commitment
of theirmembers. The Chairman has met with
each of the Non-Executive Directors during

the year onaone-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.

The Chairman believes the current Board and
its Committees have an appropriate balance
of skills and experience to enable themto
discharge their responsibilities effectively.

The development of the Group's Directorsiis
regularly reviewed and the Chairman discusses
training requirements with each Director.

Where Directors have externalappointments,
the Board s satisfied that they do notimpact
onthe time they need to devote to the Group.

Division of responsibilities

The positions of Chairmanand CEO are
occupied by differentindividuals. Thereis a clear
division of roles and responsibilities between
the Chairman and the CEO and no individual

has unrestricted powers of decision making.

Alan Smith, as Chairman of the Board, is
responsible for leading the Board, settingits
agenda and overseeingits effectivenessin
directing the Group. The Chairman facilitates
the contribution of the Non-Executive Directors
and constructive relations betweenthem

and the Executive Directors and ensures

that Directors receive accurate, timely and
clearinformation.

David Knight as CEO, together with Chris
Muiras CFO, is responsible for the day-to
day management of the Group and the
implementation of strategies approved
by the Board as wellas or along with the
implementation of other Board decisions.

Diversity

The Group s satisfied overallwithits record on
diversity, andis aware of the need to monitor
andreview its level of diversity. Whilst the Group
would have preferred to have amore diverse
Board, appointments will always be made on
merit and objective criteria as opposed to
onthe basis of gender targets, and thisis
consideredin the bestinterests of the Group
andits shareholders.

Conflicts of interest

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
ofinterest. In particular, there is a process for
reviewing transactions proposed to be entered
into by related parties of Directors with any
entities in the Group, including professional
advice and consideration of it by the Board
andthe Group's corporate brokers onthe
application of the Listing Rules, the applicability
and the appropriateness of any exemptions
inrespect of any transactionsinthe ordinary
course of business and reporting to general
meetings of shareholders under England and
Wales Group Law. This process also includes
consideration of the extent to which the Board
may require external and any other reports

and evaluations to be presented to it onany
proposed transactions.

Committees of the Board

The Board has established and delegated
authority to an Audit Committee, a
Remuneration Committee and a Nomination
Committee. A summary of the terms of
reference of each of these Committeesis set
out below. The fullterms of reference of each
of the Committeesis available at ScS Group plc
head office or online at scsplc.co.uk.

Sub-committee responsibilities
Audit Committee

— Financialreporting

— Externalaudit

— Riskmanagement and internal audit
— Fraudandanti-bribery

— Going concernand viability

— Data protection

Remuneration Committee

— Chairmanand Executive
Director remuneration

— Seniormanagement remuneration

— Review of workforce remuneration
and policies

— Bonusschemes

— Long-termincentive plans

— Non-Executive Director pay

Nomination Committee

— Boardstructure

— Boardappointments

— Boardsuccessionplans

— Senior management appointments

Audit Committee

The Audit Committee is chaired by Ron

McMillan. The duties of the Audit Committee

as delegated by the Board are containedin the

terms of reference available at ScS Group plc
head office or online at scsplc.co.uk, whichin
summary include:

— Monitoring the quality, effectiveness,
independence and objectivity of the external
auditors, approving their appointment,
re-appointment andfeelevels;

— Reviewingand monitoring the integrity
of the financial statements, any formal
announcements relating to financial
performance and reviewing significant
financial reporting judgements contained
inthem;

— Monitoring andreviewing the
effectiveness of the Internal Audit,

Risk and Compliance function;

— Assistingthe 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;

— Providingadvice (where requested by the
Board) onwhether the Annual Reportand
accounts, takenasawhole, is fair, balanced
and understandable, and providing the
information necessary for shareholders to
assess the Group's position and performance,
business modeland strategy; and

— Keepingunder review the adequacy and
effectiveness of the Group'sinternal
financial controls andinternal control and risk
management systems.



The members of the Audit Committee are Ron
McMillan (Chair), George Adams and Angela
Luger.Ron McMillanis an ICAEW chartered
accountant and his experience formally as an
audit partner of PwC fulfils the requirement
under the UK Corporate Governance Code
that one member of the Committee has recent
andrelevant financial experience.

The Committee as awhole has competence
relevant to the retail sector, in which we operate.

In compliance with the 2018 Corporate
Governance Code, Alan Smith, as Chairman of
the Board, ceased to be amember of the Audit
Committee with effect fromthe start of the
2020 financial year but continues to attend the
Audit Committee meetings, along with David
Knight and Chris Muir, by invitation.

The Audit Committee meets not less than
three times a year. Details of the activities of the
Committee in thelast financial year are set out
onpages 57to61.

Remuneration Committee

The Remuneration Committee is chaired by

George Adams. The duties of the Remuneration

Committee as delegatedtoit by the Board are

containedin the terms of reference available

at ScS Group plc head office or online at

scsplc.co.uk, whichin summary include:

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

— Reviewing 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;

— Preparingan annual Directors' Remuneration
Report for approval by shareholders at the
Annual General Meeting of the Group;

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

— Determining and monitoring any share
ownership requirements for the Executive
Directors and senior managementincluding
post-employment requirements;

— Determining the policy for termination
payments and compensation payments
for the Executive Directors and senior
management; and

— Determining the policy for, and scope of,
pension arrangements for the Executive
Directors and senior management, and
aligning the same with those available
tothe Group's wider workforce.

The members of the Remuneration Committee
are George Adams (Chair), Alan Smith,
Ron McMillanand Angela Luger.

The Remuneration Committee meets not less
than twice a year. Details of the activities of the
Committee in thelast financial year are set out
onpages62to73.

Nomination Committee

The Nomination Committee comprises all of the
Non-Executive Directors. Itis chaired by Alan
Smith andits other members are Ron McMillan,
George Adams and Angela Luger.

The duties of the Nomination Committee as
delegatedtoitbythe Board are containedin the
terms of reference available at ScS Group plc
head office or online at scsplc.co.uk, whichin
summary include:

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

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

— Overseeing the development of a diverse
pipeline for succession; and

— ldentifyingand nominating candidates
for the approval of the Board, to fill Board
vacancies whenthey arise.

The Committee meets atleast annually.

During the 2020 financial year the

Nomination Committee:

— Reviewedthe size, structure and
composition of the Board, with regard
to the experience, skills and knowledge
represented onitand the balance of
Executive and Non-Executive Directors
represented onit;

— Considered the succession planning for
Board and senior management positions; and

— Commencedthe process of finding a
successor to David Knight, as the Group's
CEO, further to the Group's announcements
concerned with his retirement. This
hasinvolved agreeing a comprehensive
specification for the desired candidate and
ensuring the role briefwas aligned to the
desired Board composition.

The Committee recognises the need to

keep under review certain areas where over

the course of time, appointments may be
appropriate to consider. The Nomination
Committee also recognises the need to monitor
and review diversity of gender, social and ethnic
backgrounds and cognitive and personal
strengthsinrelationto how the Groupis led and
represented. Appointments will always be made
on merit and objective criteria, recognising
ourdiversity policy but without setting gender
targets andthisis considered to be inthe best
interests of the Group and its shareholders.
The Board currently has one female Board
member out of sixmembers (16.7%). The
Group's Operating Board has one female
member out of six members (16.7%).

Board performance evaluation
Followinglast year's externally facilitated
evaluation by Fiseq Limited, the 2020
evaluation of the performance of the Board,
its Committees, the Chair and the individual
Directors was conducted by the Group's Internal
Audit Team. The evaluation confirmed that
the Boardandits Committees have a good
balance of knowledge and experience and did
notidentify any concerns with performance,
although opportunities were identified to
further develop the role of the Board to ensure
aprogressive and performance-led approach.

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.

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 be re-elected to the
Board, as they each continue to be effective
members of the Board and demonstrate
commitment to their roles.

Risk management and internal control
The Boardhas overallresponsibility for ensuring
that the Group maintains a strong system of
internal control.

The system of internal controlis designed to
identify, manage and evaluate, rather than
eliminate, the risk of failing to achieve business
objectives. It can therefore provide reasonable,
but not absolute assurance against material
misstatement, loss or failure to meet objectives
of the business due to the inherent limitations
of any such system.

Thekey elements of the Group's system
ofinternal controls are as follows:

Financial reporting: Monthly management
accounts are provided to members of the
Board, which contain current financial reports.
Reportingincludes an analysis of actual versus
budgeted and prior year performance and
reasons for any significant differences.

The annualbudget s reviewed and approved
by the Board. The Group reports half-yearly
and publishes trading updates inline with
market practice.
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Risk management: The Group maintains a
risk register, whichis continually updated and
monitored, with full reviews occurring three
times a year. Eachriskidentified on the risk
registeris allocated an owner, atleast atthe
level of senior manager within the business.
The action required (where necessary)
oracceptance of theriskis also recorded.
Therisk registers are provided to the Board.
Key risks and appropriate mitigating actions
are monitored by the Board.

Information on principal risks and uncertainties
ofthe Group are set out on pages 36 to 48.
Duringthe 2020 financial year the Board

has carried out arobust assessment of the
principal and emerging risks facing the Group
andhas also conducted anannual review of the

effectiveness of the systems of internal control.

Please refer to page 34 inthe Strategic Report
for further information.

Monitoring of controls: There are formal
policies and procedures in place to ensure
the integrity and accuracy of accounting
records of the Group and to safeguard its
assets. The Board has carried out areview

of the effectiveness of the risk management
andinternal controls during the year ended
25 July 2020 and for the period up to the date
of approving the Annual Report and Financial
Statements. The Board was satisfied after
areview of the key risks to the business and
relevant mitigating actions that they were
acceptable for abusiness of the type, size and
complexity as that operated by the Group.

Internal audit: The Group has an established
Internal Audit, Riskand Compliance function
whichis responsible for the monitoring of

the Group's risk management approach and
provides a link between operational managers
and the Audit Committee.

Staff policies: There are formal policiesin
placeinrelation to anti-bribery, corruption and
whistle-blowing, in relation to the reporting of
any suspected malpractice or wrongdoing. In
addition, the Group has provided allemployees
with access to anindependent organisation
(Safecall) where any concerns regarding
wrongdoing can be reported to the Group
anonymously.

Compliance statement

The Group has complied with the provisions
of the 2018 Corporate Governance Code
during 2020.

Shareholder relations

The Boardrecognises that good
communication s key to maintaining
shareholder relations, and as such we will
endeavour to explain our actions and financial
results onaregular basis and torespond
toinvestorinquiries and feedback.

Meetings and calls are regularly made with
institutional investors and analysts in order
to provide the best quality information to
the market.

The Group willcommunicate withits
shareholders through the Annual General
Meeting, at which the Chairman will give an
account of the progress of the business over
the past year, and will provide the opportunity
for shareholders to raise questions with

the Chairman and the Chairs of each of the
Committees of the Board.

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

Alan Smith
Chairman
1 October 2020



Audit Committee Report

“The Audit Committee
advises theBoardon
financial reporting,
viability and going
concernand whether the
Annual Report provides
shareholders with the
information necessary
toassessthe Group's
performance.ltalso
monitors risks and

risk mitigation.”

Ron McMillan
Chair of the Audit Committee

Dear Shareholder

The Audit Committeeisintegralto 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 concern
and whether the Annual Report provides the
shareholders with the information necessary
to assess the Group's performance. It also
monitors risks and risk mitigation.

Inso doing, 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
andjudgements. The Committee satisfies itself
that the disclosures in the financial statements
about these estimates and judgements are
appropriate and obtains from the external
auditor anindependent view of the key
disclosureissues and risks.

Whilst risk managementis 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 on an ongoing basis and that all
communications with shareholders are properly
considered. Inrelation to risks and controls,

the Committee ensures that these have been
identified and that appropriate responsibilities
and accountabilities have been set.

Akey responsibility of the Committeeis to
review the scope of work undertaken by the
internal and external auditors and to consider
their effectiveness.

Duringthe 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 whichis set out on page 49
inthe Principal Risks section of the Strategic
Report. The Committee also continued to
monitor the implementation of IFRS 16.

The Committee has considered the narrative
inthe Strategic Report and whether the

2020 Annual Reportis fair, balanced and
understandable and whether it provides the
necessary information to shareholders to
assess the Group's performance, business
model and strategy. The Committee considered
management's assessment of items

includedin the financial statements and the
prominence given to them. The Committee,
and subsequently the Board, were satisfied that,
takenasawhole, the 2020 Annual Report and
Accounts are fair, balanced and understandable.

The Committee reviewed, on behalf of the
Board, the Group's compliance with the Modern
Slavery Actandits policies inrelation to money
laundering and anti-bribery.
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Goingforward, I shall ensure that the
Committee continues to acknowledge and
embraceits role of protecting theinterests
of shareholdersin regards to the integrity

of published financialinformation and the
effectiveness of audit. | am 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 on this report. I would like to thank my
colleagues onthe Committee for their help
and support during the year.

Ron McMillan
Chair of the Audit Committee
1 October 2020

Member and meetings attendedin 2020

Member since Meetings attended

Ron McMillan (Chairman) 2014 3
George Adams 2015 3
Angela Luger 2019 3

The Audit Committee met three times during the year. Details of the Committee members'

attendance are noted above.

Committee composition

The Committee comprises three members, all of
whom are independent Non-Executive Directors.
Two members constitute aquorumandthe
Committee mustinclude one financially qualified
member with recent and relevant financial
experience. The Committee Chairman fulfils

this requirement. Allmembers are expected to
have anunderstanding of financial reporting, the
Group'sinternal controlenvironment, relevant
corporatelegislation, the roles and functions
ofinternal audit and external auditand the
regulatory framework of the business.

The members of the Committee during the
year were Ron McMillan, George Adams and
Angela Luger. Details of Committee meetings
and attendance are setoutinthe Corporate
Governance Statement on page 53. The timing
of Committee meetingsis set to accommodate
the dates of releases of financialinformation
andthe approval of the scope and outputs from
work programmes executed by the internal

and external auditors. The biographies of the
members of the Committee can be found on
pages 50and 51 and reflect the significant
experience that the Committee members have
of workingin or with companiesin the retail and
consumer goods sectors.

Although not members of the Committee, Alan
Smith, as Group Chairman, David Knight, as
CEO and Chris Muir, as CFO, attend meetings,
togetherwith representatives fromthe internal
auditfunctionand the external auditors.

In addition to scheduled meetings, the
Committee Chairman meets with the Head of
Audit, Risk & Compliance, the external auditors
andthe CFO duringthe year, andthe internal
and external auditors are provided with the
opportunity toraise any matters of concernthat
they may have in the absence of the Executive
Directors whether at the Committee meetings,
ormore informally, outside of them.

The Committee critically evaluates its own
performance on an annual basis and considers
whereimprovements canbe made.

Responsibilities

The responsibilities of the Committee, as

delegated by the Board, are set outinthe terms

of reference which are published on the Group's
corporate website. Theyinclude the following:

— Reviewing theintegrity 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 and
approving their appointment and fees;

— Monitoring the independence and activities
of the Internal Audit function;

— Assisting the Board with the development
and execution of arisk management
strategy, risk policies and current risk
exposures, including the maintenance
ofthe Group'srisk register; and

— Keepingunder review the adequacy and
effectiveness of the Group'sinternal
financial controls andinternal control
andrisk management system.

Activities

Indischargingits oversight of the matters
referred to above andin the introductory
letter to this report, the Committee was
assisted by management and the internal
and external auditors.

The recurring work of the Committee comprised:

— Consideration of the Annual Report and
financial statements of the Group;

— Consideration 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
inthe Annual Report;

— Consideration of going concern and viability
issues and the related 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 March July
2019 2020 2020
Review of Interim Results X
Review of Annual Report; approval of Audit Committee report, consideration of significant areas of accounting
estimation or judgement and whether the Annual Report is 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 X
Effectiveness of the Internal Audit function
Effectiveness of the external audit X
Risk management update and review of related disclosures, including warranty riskand COVID-19 X
Review of internal control processes and related disclosures X X
Review of disaster recovery practices X
Review of Group IT systems X
Update on the Group Data Protection compliance including policy review X X X
Reviewed and agreed the structure and annual plan for compliance function X
Effectiveness of procedures for detecting fraud X
Update on Modern Slavery matters X
Consideration of UK Corporate Governance Code 2018 and disclosure regulations X X
Year-end final review of related party transactions X
Accounting policies and disclosures in relation to:
—IFRS 16 X X
—Corporation taxand VAT X X
—Supplier rebates X X
—Stock and related provisions X X
—Impairment assessment for loss making stores X X
Going concern and viability issues and disclosures, including the impact of COVID-19 X X

Accounting matters

The significant accounting and related

matters considered by the Committee

during the year were:

— Implementation of new
accounting standards
IFRS 16 'Leases'has had a materialimpact on
the financial statements and the Committee
has continued to monitor and review the
disclosuresinrelationto IFRS 16.

— Impairment
The Committee discussed with
management the work performed intheir
calculation of the future cash flow models
of poor-performing stores, which had been
used to determine whether any impairment
had been suffered over the carrying values
of both the right-of-use asset and the
assets held at these stores. 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 asset
values were not materially misstated.

Warranty risk

The Committee has continued to discuss
theriskto warranty sales, following the FCA's
proposal to enforce statistical reporting

of this type ofinsurance product, and also
therisk that the product may become
regulated by changes to future legislation.
The Board remains focused on monitoring
developmentsinthis area.

COVID-19

The Committee discussed with
management the uncertainties and impact
ofthe coronavirus and considered various
sensitivity scenarios and cash flow models
to satisfy itself that the Group was as well
positioned as it could be.

Risk management and internal control
The Board has overallresponsibility for

ensuring that the Group maintains a sound
system of internal control. There areinherent
limitationsin 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
ofthe policy.

The Groupis proactive in ensuring that
corporate and operational risks are identified
and managed. A corporaterisk register

is maintained which details:

1. Therisksandtheimpactthey may have;

2. Actions to mitigate risks;

3. Risk scorestohighlight the implications
of occurrence;

4. Ownership of risks; and

5. Targetdates for actions to mitigate risks.
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Adescription of the principalrisks is set out on
pages 36to 48.

The Board has confirmed that it has carried out
arobust assessment of the principalrisks facing
the Group, including those which threateniits
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
guidelines issued 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 whichit

has determined to be material in the context

of the financial statements.

The Committee continues to believe that
appropriate controls are in place throughout
the Group, that the Group has a well-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
andrelated financial business reporting.

Board reporting

The Committee provides an update of matters
discussed to the Board and the minutes of
Audit Committee meetings are circulated to
the Board.

Internal Audit

The Head of Audit, Risk & Compliance has
adirectreporting line to the Committee and
attends every Committee meetingto present
internal audit and risk management reports.
Duringthe 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. Whilst this plan was
revised during the year due to the period of
lockdown, which prevented certain elements of
work to be performed, the Committee agreed
the changes andis 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 therisk register.

Duringthe year, the Committee reviewed

reports from Internal Auditin relation to:

— Fraudriskandrelatedinternal 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 processes inrelation to retail
outlets and distribution centres

— Riskmanagement, including the
effectiveness of mitigating actionsinrelation
tothe Group's principal risks, including I'T

systems, business continuity and cyber-risk

— Processes and controls over products
returned to manufacturer

— Retail store operating processes

— Third parties and outsourced contracts

— Productand pricing dataintegrity

— Estatesmanagement

— Deliveries and central arranging processes

— Orderand sales processes for
online commerce

— Information technology processes

— Healthand safetyincluding response to
COVID-19

— Finance house payment processes

— Fleetprocesses

— Information security inrelation to
recording of telephone calls and
ecommerce data protection

Inrelationto each of the above, internal audit
made recommendations forimprovement,
the vast majority of which were agreed by
management and either have beenorare
beingimplemented.

The Committee has evaluated the performance
of Internal Audit during the year and concluded
that significant progress has again been made.
Internal Audit is viewed as 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.

External auditors

Following atender process outlinedin the 2019
Annual Report, the Committee recommended
that PwC be asked to continue as the Group's
auditors. The new partner responsible for the
Group's auditis Andy Ward, whois a partnerin
PwC's Leeds office. PwC have now beenthe
Group's auditors for 10 years. The Group has
complied with the Statutory Audit Services

for Large Companies Market Investigation
(Mandatory use of Competitive Tender
Process and Audit Committee Responsibilities)
Order 2014.

The Committee reviews the performance of
PwC annually based on their understanding
of key areas of judgement and the extent of
challenge, the quality of reportingand the
conduct, efficiency and timeliness of the
audit. Feedback s sought from the Board,
management and the Group's Finance and
Internal Audit functions.

The Committee has, in conjunction with the
Board and the management team, reviewed the
effectiveness of the external auditors, in relation
to both audit and non-audit services and has
satisfieditself that the work undertaken by the
externalauditors was effective. The Committee
has also considered the degree of scepticism
applied by PwCin executing their audit,
particularly in areas requiringmanagement
judgement and estimation.

The ScS 2019 audit was not chosen for
review by the FRC. However, the Committee

reviewed PwC's transparency report for the
year ended 30 June 2019, which was published
in September 2019. That report summarises
the results of the audit quality reviews of PwC
conducted by the FRC and sets out the steps
PwCis taking to ensure audit quality with
reference to the Audit Quality Frameworkissues
by the FRC. 35% of the FTSE350 audits reviewed
required more thanlimited improvements

and PwC is working hard to address theissues
identified by the FRC and to ensure that the
quality of their audits continue to improve.

The Committee willmonitor the progress
PwCis makingin thisregard.

The Committee has established policies in
relation 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
Financial Reporting Council.

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
audit fees over athree-year period. PwC did not
perform any non-audit services during financial
year 2020 for the Group.

The Committee reviewed the reports prepared
by PwC onkey audit findings and any significant
deficienciesinthe control environment,

as well as the recommendations made by PwC
toimprove processes and controls, together
with management's responses to those
recommendations. PwC did not highlight

any significantinternal control weaknesses

and management has committed to making
appropriate changes in controls in other areas
highlighted by PwC.

Going concern and viability
Inassessing the Group's continued adoption
of the going concern basis of preparation of
the financial statements, the Directors have
carefully considered the impact of COVID-19
onthe Group's financial position, liquidity and
future performance. Inforecasting cash flows
over 12 months from the date of signing of the
financial statements, the Directors have made
assumptions inrelation to customer demand,
the availability of product and the long-term
impact of the COVID-19 outbreak as described
inthe Financial Review.

A pandemic of this scale lacks precedencein
the UK anditis, therefore, difficult to assess
the mediumtolong-term effectit willhave

on consumer behaviour. In considering going
concern and viability at the 2020 half-year

end management considered a severe but
plausible downside sensitivity scenario. Whilst
this scenario did notinclude the most severe of
possibilities it did include a two-month national
lockdown with reduced sales post-lockdownin



the second half of the 2020 financial year with
sales not expectedtoreturntonormallevels
withinthe year. Inthe period post-half-year end,
sales remained at materially elevated levels
andin-store sales have outperformed those

included withinthe COVID-19 adjusted forecast.

In considering going concern and viability
atthe 2020 year end, management has again
considered a severe but plausible down side
scenario. Whilst this scenario again does not
include the most severe of possibilities, it again
reflects atwo-month nationallockdowninthe
first half of the 2021 financial year, followed

by a period gradualrecovery, only returning
tonormallevels by July 2021.

After making enquiries, the Directors are
satisfied that the Group has adequate
resources to continue in operational existence
for the foreseeable future. Accordingly, they
continue to adopt the going concernbasisin
preparing the financial statements (see basis

of preparation on page 89). The Board's Viability
Statement is set out on page 49.

Fair, balanced and understandable
The Committee considered whether the

2020 Annual Reportis fair, balance and
understandable and whether it provides the
necessary information to shareholders to
assessthe Group's performance, business
modeland strategy. Also considered was
management's assessment of items
includedin the financial statements and the
prominence given to them. The Committee
and subsequently the Board were satisfied that,
takenasawhole, the 2020 Annual Reportand
Accounts are fair, balance and understandable.

Ron McMillan
Chair of the Audit Committee
1 October 2020
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Directors’ Remuneration Report

“On behalf of the Board, |
am pleased topresent the
Directors’ Remuneration
Report for the year ended
25 July 2020.”

George Adams
Chairman of the Remuneration Committee

Dear Shareholder

Our Annual Remuneration Report outlines how
the Remuneration Policy, approved at the 2018
Annual General Meeting, was applied for 2020.
The Remuneration Report will be subject
toanadvisory vote at our 2020 Annual

General Meeting.

Notwithstandingtheimpact of COVID-19 onthe
business, the Company remains focused onits
three-year strategy and the Committee believes
the current remuneration arrangements

remain appropriate to successfully deliver

this. The Board considers that maintaining the
highest standards of corporate governance are
essential to protecting shareholder value and
that the alignment of remuneration with the
forward looking business strategyis anintegral
part of this process. Our three-year policy
continues to provide an appropriate framework
and as suchno changes are being proposed

this year. The current policy is set out for
shareholders'information starting on page 69
andthe key principles are summarised below.

George Adams
Chair of the Remuneration Committee
1 October 2020



Member and meetings attended in 2020 Member since Meetings attended
George Adams (Chairman) 2015 5
Alan Smith 2014 5
Ron McMillan 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.

In promoting these objectives, the Committee’s aims are to implement 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 — TheRemuneration Policy is closely aligned to the business, purpose and strategy and has a clear link between
performance and reward.

Simplicity — The Policy has operated largely 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 — Remunerationlevels 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.

Overview of performance and remuneration outcomes

The COVID-19 pandemic has had a significantimpact on the business, resulting in the temporary closure of our stores and distribution network for
several weeks. Whilst the Group's strong balance sheet and flexible cost base, has enabled us to be resilient to the challenges facing us, there was an
inevitable impact on profitability during the year. As such, no bonuses will be paid to Executive Directors or senior management for 2020 and the LTIP
award that was grantedin 2017 willlapse.

As part of our commitment to our employees, the Board and senior management have worked tirelessly to keep the spirit and morale of employees high,

planning quick responses to re-opening our stores and distribution centres whilst ensuring allemployees were re-trained and comfortable with altered
working conditions. There was a strong focus on communication and keeping our entire team updated whilst our stores and distribution centres were
closed. The focus for FY21 willbe on getting the business back on track to pre-COVID performance as soon as possible.

No changes are proposed to the Executive Directors' salaries for 2021. Our incentive schemes (annualbonus and LTIP) will continue to focus on our
long-term strategy of profitable growth, with stretching performance targets applied. The Committee will use its discretion to ensure that any rewards
earned are commensurate with the underlying performance of the business and the employee and stakeholder experience.

The Committee has takeninto account the Code, wider workforce remuneration and emerging best practice inrelation to Executive Director
remuneration. The Committee believes that our remuneration frameworkis clear and transparent and aligned with our culture; over 80% of the wider
workforce are eligible to earn a bonus. The incentive framework consists of an annual bonus and LTIP, with capped award levels and a pay-out linked to
group performance. Stretching but fair targets are set. This ensures that potential reward outcomes are clear and aligned to the performance achieved,
with the Committee having the discretion to adjust outcomes where this is not considered to be the case.

Pay levels are set taking into account internal and external reference points to ensure that pay is competitive whilst remaining equitable within the Group.

Anumber of additional factors are in place to mitigate reputational and other risks, including malus and clawback provisions, Committee discretion,
atwo-year holding period on LTIP awards, and minimum shareholding guidelines.
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Directors’ Remuneration Report continued

Shareholder feedback

We value the views of our shareholders and we actively welcome any feedback on our Remuneration Policy and its implementation. Given the

current uncertainties and the difficulties in setting appropriate targets for bonuses and LTIP's on a forward looking basis; we have engaged directly in
conversations with principal shareholders to understand fully their thoughts on forward-looking remuneration. The feedback obtained has been used
by the Committee to set the forwardlooking performance criteria.

We hope you find this report helpful and informative and we hope to receive your support for our Annual Remuneration Report at our Annual General
Meeting on 25 November 2020.

Annual Remuneration Report

Elements of remuneration

Salary

Duringthe year, the remuneration of the two Executive Directors of the Company, along with the senior management of the Group, was reviewed. The
Remuneration Committee decided that, given the uncertain market conditions and in light of COVID-19, the salaries of the CEO and the CFO will remain
unchanged fromtheir remunerationin 2020. No basic pay increases were given to any of the senior management team. Details of the average increase
givento other employeesis detailed on page 67.

The current basic salaries as at 1 October 2020 are:
— David Knight: £306,000
—  Chris Muir: £240,000

The CEO's salary and the CFO's salary benchmark broadly inline with the market median.

Pension and other benefits

The Executive Directors are eligible to pension benefits equating to 20% of their basic salary, which are non-contributory. The CEO and the CFO receive
£10,000 and £9,960 per annum, respectively, of pension benefits into their pension fund. The balance is paid as a cash allowance. In 2019, the Committee
agreed to freeze the current monetary value of the CEO and CFO's pension. In the event of a future uplift to their basic salary, the pension willremain as a
capped fixed contribution. Any new Executive Director appointments will have a pension contributionin line with that provided to the broader workforce.

The CEO andthe CFOreceive a car allowance of £18,624 and £17,000, respectively.
The Executive Directors are also provided with private medical insurance and life assurance that provides cover of up to four times base salary.

Annual bonus
The Executive Directors were eligible to receive annual bonuses in 2020. However, EBITDA performance in 2020 did not meet the threshold level required
and as such no bonus was paid out. The details of the targets and how the bonus was to be calculated are set out below:

Pre-bonus EBITDA £19,102,750 £21,231,000 £22,688,500 £24,146,000
% maximum 12.5% 50% 75% 100%
David Knight £53,550 £214,200 £321,300 £428,400
Chris Muir £42,000 £168,000 £252,000 £336,000

For 2021, 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
The LTIP granted on 16 October 2017, which was due to vestin 2020, willlapse in full as the loss per share for the Group was below the performance
condition set, aminimum EPS of 25.1p. Details of the award and the performance conditions attached were set out in fullin the 2017 Annual Report.

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 made
inthe form of nil-cost options and were for 195,319 and 153,191 shares respectively for the CEO and CFO. The awards have a three-year vesting period,
plus atwo-year hold period. The average share price on the date of grant, 14 October 2019 was 236.0p. As disclosed in last year's Annual Report,

the following EPS targets were applied:

EPS figure (in 2022) Percentage of award that vests

Lessthan 31.6p Nil

31.6p 25%

Greaterthan 31.6p butless than 38.7p Straight-line basis between 25% and 100%
38.7p 100%

Itis noted that with the implementation of IFRS 16, changes willimpact on EPS performance for these awards at the point of vesting. The impactis that
future cash flows relating to property and vehicle leases will be capitalised and shown on the balance sheet. Rental charges willno longer exist, the charge
being replaced by depreciation and finance costs over the lease term. The Committee therefore intends to adjust the EPS targets for the 2018, 2019 and
2020 LTIP awards when the impact of IFRS 16 has crystallised. Whilst we have allthe data we require with regards to property and vehicle leases, the final
impact of IFRS 16 will not be known until we reach the relevant year. The adjustmentis intended purely to reflect the changes created as aresult of IFRS 16
and are notanamendment to the agreed targets per se. The Committee has engaged directly with a number of shareholders to discuss the current and
future LTIP arrangements. No changes are intended for in-flight awards.



Awider than normaltarget band has been applied to reflect both the current uncertainty and to provide a stretchinglevel at the upper limit.

The Committee has agreed to award a Long-Term Incentive Planin 2021. The CEO and CFO will be awarded nil cost options subject to EPS targets
beingmet. The awards have a three-year vesting period, plus a two-year holding period, and are subject to the following targets:

EPS figure (in 2023) Percentage of award that vests

Lessthan 18.3p Nil

18.3p 25%

Greaterthan 18.3pbutlessthan 31.0p Straight-line basis between 25% and 100%
31.0p 100%
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The Committee considers that the targets are stretching and willensure that significant reward is only available for delivery of a strong performance.

While the share price has trended lower recently due to external factors, the Remuneration Committee determined that the 2020 grants would be
maintained at the normallevels (150% of base salary for the Executive Directors). However, the Committee has full discretion, under the planrules,
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 Company 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 Company every month or pay a maximum one-offlump sumof up to £1,800in a tax year.

The Executive Directors are eligible to participate in the SIP onthe same basis as other employees.

Single figure table of total remuneration Executive Directors —audited
The audited table below shows the aggregate remuneration of the Directors of the Group during 2020 and 2019:

Total fixed Total variable
Salary Benefits** Bonus LTIP*** Pension* Total remuneration remuneration
£ £ £ £ £ £ £ £

David Knight
2019 306,000 20,798 425,187 281,787 61,200 1,094,972 387,998 706,974
2020 306,000 20,827 - - 61,200 388,027 388,027 -

Chris Muir

2019 240,000 18,605 238,200 222,848 48,000 767,653 306,605 461,048
2020 240,000 19,035 - - 48,000 307,035 307,035 -

* David Knight and Chris Muir opt to receive part of their pension contributions as a cash allowance.
** Benefits of the Directors are discussed in detail on page 69.
**#* The value of the LTIP award vestingin 2019 has been updated to reflect the actual share price on the date of vesting.

Payments to past Directors and loss of office payments - audited
There were no payments to past directors for loss of office in the year ended 25 July 2020 (2019: none).

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 2021.

The fees 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 the roles of each Director.

The fees paid for 2020 to the Non-Executive Directors were as follows:

2020 2019

£ £
Alan Smith 125,000 125,000
Ron McMillan 60,000 60,000
George Adams 60,000 60,000
Angela Luger (appointed 16 May 2019) 50,000 10,642

Our Non-Executive Directors (excluding the Chairman) have a base salary of £50,000. Ron McMillan and George Adams each receive an additional
£10,000 per annum for chairing the Audit and Remuneration Committees respectively.

Paul Daccus (resigned 11 February 2020) did not receive any remuneration for his services to the Group. There were no other amounts disclosable
forthe Non-Executive Directors for the year.
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Directors’ shareholding and share interests —audited
Thetable 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 2020.

Shares held
Director beneficially Unvested
Alan Smith 18,096 -
Ron McMillan — _
George Adams 2,000 -
Angela Luger - -
Nil cost options

Shareinterests subjectto Optionawards

held beneficially performance* vested Total
David Knight
Number 1,528,615 401,519 22,772*%* 1,952,906
Value atyear end £2,330,679 £612,196 £34,720 £2,977,595
Chris Muir
Number 50,474 314,917 - 365,391
Value atyear end £76,958 £480,154 - £557,112

*  Awards vest subject to EPS performance over a three-year period. This relates to awards grantedin 2019 and 2020.

** Optionawards vested (but unexercised) are 22,772 options at an exercise price of 175p.

Thevalue of shareinterests at the year endis based onthe average share price in the three months ending on 25 July 2020 of 152.47p.

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 Muiris currently 50,474, but he is required to continue to build
up a shareholding, which willbe achieved by the retention of share options awarded under the LTIP.

Performance graph and pay table

The chartbelow illustrates the Group's Total Shareholder Return (TSR) performance against the performance of the FTSE Fledgling Index, from the date
ofthe IPO 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 25 July 2020, of £100 investedin ScS Group on 26 January 2015 compared with the value of £100 investedinthe
FTSE Fledgling Index.



Changes in the remuneration of the CEO
Totalremuneration of the CEO in each of the past tenyears s as follows:

Salary Bonus Benefits LTIP Pension Total
£ £ £ £ £ £

David Knight
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
2011 247,500 - 17,265 - 49,500 314,265

Changes in the remuneration of the Directors
The table below shows the percentage changes in the Executive and Non-Executive Directors' remuneration between the financial year ended 25 July
2020 and the year ended 27 July 2019 compared to the amounts for full-time employees of the Group for each of the following elements of pay:

Percentage change from 2019

Salary Benefits Bonus
Executive Directors
David Knight - 0.1% (100)%
Chris Muir - 2.3% (100)%
Non-Executive Directors
Alan Smith - n/a n/a
Ron McMillan - n/a n/a
George Adams - n/a n/a
Angela Luger - n/a n/a
Average per employee (excluding Directors) 1.2% 7.3% (56.3%)

Relative importance of the spend on pay
The table below shows the movement in spend on pay for allemployees compared with the distributions to shareholders.

2020 2019

€000 €000 % Change
Total pay foremployees 52,230 60,308 (13.4%)
Distributions to shareholders 4,336 6,547 (33.8%)

CEO pay ratio
The table below shows the ratio of CEO pay for 2020 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 25th, 50th and 75th 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
using a consistent methodology to value remuneration and identify our employees ranked at the 25th, 50th and 75th percentiles. Employee pay was
calculated based on actual pay and benefits for the 12 monthly payrolls inrespect of the full financial year to 25 July 2020. We can confirmthat 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 25th percentile 50th percentile 75th percentile

2020 Option A 211 16:1 12:1

Thisis thefirst year that ScS Group has disclosed the pay ratio and, as such, we have no historic data against which to compare this year's ratio.
We will provide additional commentary on the comparison year-on-year from next year's report. The table below provides the individual remuneration
informationin relation to our employees ranked at the 25th, 50th and 75th percentiles:

Year Method 25th percentile 50th percentile 75th percentile

2020 Salary £17,601 £24,259 £19,727

Total pay and benefits £18,190 £24,259 £31,412
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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 2020 financial year were George Adams (Committee Chairman), Alan Smith, Ron McMillan and Angela Luger.
All of the current members are independent Non-Executive Directors.

The responsibilities of the Committee are set outin the Corporate Governance section of the Annual Report on page 55.

The Committee may invite the Executive Directors or other members of the senior management to attend meetings and assist the Committee in
its deliberations as appropriate. No personis present during any deliberations relating to their own remuneration or involved in determining their own
remuneration. During the course of the year, David Knight, Chris Muir, Paul Daccus and Marie Liston, Corporate Services Director, were in attendance

as required.

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 receivedindependent advice on executive remuneration matters from New Bridge Street, a trading name of Aon Hewitt
Ltd, and from July 2020, Mercer Ltd. Mercer were appointed by the Remuneration Committee following a selection process.

New Bridge Street and Mercer Ltd are members of the Remuneration Consultants Group and, as such, voluntarily operate under the code of conductin
relation to executive remuneration consulting in the UK. The Committee has received advice provided by New Bridge Street and Mercer during the year
andis comfortable that they have been objective and independent. Total fees received by New Bridge Street inrelation to remuneration advice provided
to the Committee during 2020 amounted to £14,146, excluding VAT, based on the required time commitment. Total fees received by Mercer in relation
to remuneration advice provided to the Committee during 2020 amounted to £9,540, excluding VAT, based on the required time commitment.

Shareholder voting

At the Annual General Meeting on 27 November 2019, the total number of shares issued with voting rights was 38,012,655. The resolution to approve
the Annual Remuneration Report from the 2019 AGM and the resolution to approve the Remuneration Policy from the 2018 AGM received the following
votes from shareholders.

Percentage

Percentage Percentage ofissued

ofvotes cast ofvotes cast Votes Total votes share

Resolution Votes for infavour Votesagainst against withheld cast capital voted
To approve the Annual Remuneration Report (2019 AGM) 28,329,606 99.99% 4,115 0.01% 2,368 28,336,089 74.54%
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
Chairman of the Remuneration Committee
1 October 2020



Remuneration Policy Report

Remuneration Policy overview

Total remuneration 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-term incentives will form a significant part of the overall
remuneration package for Executive Directors and senior management.

How the views of shareholders are taken into 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 and takes into account the best practice guidance issued

by institutional shareholders and their representative bodies.

The Directors’ Remuneration Policy

The Directors' Remuneration Policy was approved by shareholders at the 2018 AGM and took effect from that date. As part of the review process,
feedback was sought and received from major shareholders. 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
The key changes between the previous policy and this Policy were:

Broadeningthe structure of the bonus scheme to include non-financial measures.
— Theintroduction of a minimum two-year holding period for LTIP awards and an increase in the maximum award that can be granted from 100%

of basic salary to 150% of basic salary.

— Anincrease in shareholding requirements from 100% of basic salary to 200% of basic salary.
— Further minoramendments have been made either to clarify aspects of the previous policy or to reflect consequential amendments following

the materialamendments described above.

Remuneration element Purpose

Operation

Maximum

Basessalary Thisis the basic pay and Base salaries are reviewed annually with changes Base salaries willbe benchmarked periodically against
reflects the individual's typically taking effect from the beginning of the companies that are both main and AIMlisted, who are
role, responsibilities and relevant financial year. On reviews, considerationis of a similar size, sector and complexity.
contributiontothe Group.  givenbythe Committee to arange of factors, including

the Group's overall performance, market conditions Salaries willgenerally be set at the mid-market levels.
andindividual performance of executives and the

level of salary increases given to employees across

the Group.

Benefits To provide benefitswhich ~ The Group will provide market competitive benefits, We ensure that benefits offered are inline with
arevalued by theindividual ~ which may periodically be reviewed. Executives will the market.
andassistthemincarrying generally be eligible to receive those benefits on similar
out theirduties. terms to other senior executives.

Executives are entitled to a car allowance or acompany
car, carinsurance, other running costs and fuel, death
in service life assurance, private medical care and

any other Group-wide benefits including employee
discount. Business traveland associated hospitality
are providedinthe 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 business. In addition, where the
Committee considersit appropriate to do so,
additional relocation expenses may be paid.

Pension To provide amarket Executive Directors may take pension benefits as a Atotal maximum value of 20% of base salary for
competitive pension contribution to defined contribution personal pension  existing Executive Directors.
contribution (orequivalent  plans, or onreaching the lifetime limit for pension
cashallowance). contributions the Executive Director canreceive Since the policy was introduced, the Committee have

cashinlieu. agreed to cap the pension contributions for existing
Directors at their current pound value and committed
toalignthe pension arrangement for future hires with
the workforcerate.

Bonus Provide anincentive The Committee intends for the majority of the The current annual bonus potential for the CEO and

linked to the financial
performance of the
Group and any other
appropriate individual
orbusiness measures.

bonus to be based on financial measures, but has
thediscretiontointroduce operational, corporate,
divisional and/or individual performance measures
if appropriate to the business.

Performance conditions, once set, willgenerally
remain unaltered, but the Committee has the rightin
its absolute discretionto make adjustments during any
performance period to reflect any events arising which
were unforeseen when the performance conditions
were originally set by the Committee. Bonuses are
normally paidin cash.

CFOis 140% of base salary. The threshold bonus levels
willbe no more than 25% of their respective maxima.
As the regulations require a formal cap for a three-year
period, future bonus potential will only increase where
appropriate against market dataand, inany event,
willbe subject to an overallmaximum of 200% of salary
forany Executive Director.
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Remuneration Policy Report continued

Remuneration element Purpose Operation Maximum

Long-termincentives Toalignthe Directors Awards may be made annually as options (including The policyis to award Executive Directors nil cost
with thelong-term nil cost options) or as conditional share awards share options equating to no more than 150%
performance of the based on performance conditions. The Committee of their basic salary in respect of each financial year.
business andthereturns may set performance conditions typically over
received by shareholders.  athree-year period. No more than 25% of an award can be earned for

athreshold performance.
Performanceis normally based on earnings per share
targets, but different measures and targets may be Atwo-year post-vesting holding period will be applied
used alongside or instead of earnings per share for to awards from 2019 onwards.
future awards at the discretion of the Committee.

Performance conditions, once set, will generally
remain unaltered, but the Committee has the right
inits absolute discretion to substitute, vary or waive
the performance conditions during any performance
periodin case of events arising which were unforeseen
when the performance conditions were first set by the
Committee, provided that such substitution, variation
orwaiver is reasonable and (other thanin the case of
awaiver) produces a fairer measure of performance
andis not materially less difficult to satisfy.

Dividend equivalents willbe made as eitheracash
payment or delivery of plan shares inan amount equal
invalue to the dividends that would have been payable
onthe number of vested plan shares under the award
inrespect of the period between the award date and
the date on whichthe award vested or, where the award
isan optionand aholding 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 granted to others.

Shareholding guidelines  Executive Directorsare The Committee willreview shareholding annually The minimum required level of shareholding is 200%
expectedtomaintaintheir  against policy. The Committee reserves the right of base salary of the relevant Executive.
minimum shareholding toalter the shareholding guidelines during the period
levels once they have of the policy but without making the guidelines any
beenobtained. less onerous overall.

Employee share plan Toencourage share Executive Directors can participate in the employee Under the rules of the SIP employees can purchase
ownership by employees Share Incentive Plan (SIP) onthe sametermsasother  shares fromtheir pre-taxand pre-national insurance
and participationinthe employees of the Group inthe UK. salary through aresident SIP trust. Although the Group
long-term success of has no currentintention to do so, the Group may also
the Group, the Group award matching shares (in proportion to the number
operates anemployee of shares an employee chooses to purchase), or to
share incentive planfor make an award of free shares.

UK employees whichwas
adoptedin April 2015. The maximum amount that can be 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 that
itisinthe bestinterests of the Group to do so.

Remuneration Policy and other employees
As wellas the Executive Directors, other senior management will also participate in the performance-based annualincentive plan to be adopted under
the Remuneration Policy above. A small group of senior management also participates in the 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 beenlaunched. Under the SIP, Executive Directors are eligible to participate on a basis consistent with all other employees.

In setting the Remuneration Policy going forward, the Committee will also have regard to pay structures across the broader Group. The Committee
takesinto 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

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 on a range 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 a threshold on-target and maximum pay-out target under the plan.



Long-Term Incentive Plan (LTIP)
The Committee willregularly review the performance targetsinrelationto 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 shareholdersin 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:

— Settleawardsincashin extremis;

— Make adjustments to the number of shares under option, in the event of a change in the share capital of the Group; and

— Permit the 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 plan and the LTIP rules include provisions for malus and clawback within a three-year period following payment or vesting if 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 which amounts to fraud or gross misconduct; events or behaviour of the individual leading to censure of the Group by
aregulatory authority which has animpact on the reputation of the Group which justifies clawback being operated; or where the Committee discovers
information from which it concludes that a bonus 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.

Potential reward scenarios
The graphs below show an estimate of the Executive Directors' remuneration package as it will be implemented for 2020.

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
under the LTIP being the threshold level (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 150% 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).

David Knight (Chief Executive Officer) Chris Muir (Chief Financial Officer)

£000 £'000
1,504,927 1,183,035

1,200

1,275,427

1,003,035

565,035
16%
30%

307,035

26% |31% |54% |1oo%

Maximum Maximum On-target Minimum Maximum Maximum On-target Minimum
Plus Plus

Bsase M Bonus |

Discretions retained by the Committee in operating 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 with relevant legislation and HMRC guidance. In order to ensure efficient administration of these plans, certain operational discretions

arereserved to the Committee. These include:

— Determining who may participate in the plans;

— Determining the timing of grants of awards and/or payments under the plans;

— Determining the qguantum of any awards and/or payments (within the limits set outin the policy table above);

— Inexceptional circumstances, determining that a share-based award shall be settled (infull orin part) in cash;

— Determining the performance measures and targets applicable to an award (in accordance with the statements made in the policy table above);

— Where aparticipant ceases to be employed by the Group or relocates abroad, determining whether 'good leaver' status shall apply;

— Determining the extent of vesting of an award based on assessment of the performance conditions, including discretion as to the basis on which
performanceis 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 shallapply in the event of cessation of employment as a ‘good leaver' or on the occurrence of corporate events;

—  Whether malus and/or clawback shallbe 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.
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Remuneration Policy Report continued

Recruitment and promotions
The remuneration package for a new Executive Director would be setin 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:

The UKregulations do not require that caps on fixed pay apply to a new recruit and the Committee reserves theright to set fixed pay at suchlevels
asitconsiders necessary although, in practice, it envisages abiding by the caps set out in this Policy. Variable pay willbe capped at the limits set out
inthe Policy for existing Directors.

Ifanew Executive Director's salary is set on appointment below the median market rates, phasedincreases (as a percentage of salary) above those
granted generally to other employees may be awarded subject to the individual's performance and development.

Onpensions, the intention s to limit the pension provision (provided either through a Company contribution to a defined contribution scheme

or paid as a cash allowance inlieu of pension) to the same level as the wider workforce for all new Executive Directors and members of the senior
management team. However, the Committee reserves the discretion to provide a pension provision in excess of this and up to a maximum of 20%
of salary if necessary to do soin a recruitment situation.

The Group may compensate a new Executive Director for amounts 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.

The annualincentive plan would 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.

Onaninternal appointment, any variable pay element awarded in respect of the individual's former role would be allowed to pay out according
toits 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 willmeet the 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 forthe CEO is dated 19 December 2014 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 onthe 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 alimited period following cessation.

There are no enhanced provisions on a change of controlunder the Executive Directors’service contracts. Should a change of controlevent occur then
awards under the bonus and long-term incentive plans shall become payable as soon as practicable after the event date. The awards willbe 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 ifit 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 annualbonus 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 aleaver or under notice based on the full or part-year performance, subject

to consideration by the Committee of the reasons for the individual leaving. A full or pro-rata time-based bonus may be awarded, and this may be paid
either at or before the normal payment date.

Performance share plans on termination

Share-based awards made under the Group's share plans are governed by the relevant plan rules. Under the rules of the LTIP, unvested awards shall
ordinarily lapse on the individual giving or being given notice of termination of employment, exceptin certain prescribed 'goodleaver' scenarios or unless
the Committee inits discretion permits an award to vest on such terms as it may specify inits absolute discretion.

In determining the extent of any vesting, the Committee will take into account the achievement of any applicable performance targets. A pro-rata
reduction would normally be applied on a time-apportioned basis, although the Committee has discretion to disapply this requirement if it considers
itappropriate to do so. Early vesting of outstanding awards may be permitted at the discretion of the 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. Allfees are subject to the aggregate fee cap for Directors
inthe Articles of Association, whichis currently £400,000 per annum.

Details of the fees paid to the Non-Executive Directors are set outin the 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
donot participate in any 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.

Remuneration element Purpose Operation Maximum
Non-Executive Directors’ fees Helps recruit and retain high quality, =~ Theleveland structure of fees The aggregate amount of Directors'
experienced individuals. was set by the Board atadmission.  feesislimited by the Group's Articles

Thefeesconsistofanannualbasic  of Association.
Reflects time commitmentandrole. fee plus additional fees paid for the

chairmanship of Board Committees.

Limited benefits relating to travel

and accommodation may be provided

inrelationto the performance of any

Director’s duties.

Non-Executive Directors' fees are
set by the Executive Directors with
reference to external data onfee
levelsin similar businesses, having
taken account of the responsibilities
ofindividual Directors and their
expected annual time commitment.

Letters of appointment

Alan Smith and Ron McMillan have letters of appointment dated 22 October 2014 for aniinitial period of three years and are subject to three months'
notice of termination by either side at any time and subject to annualre-appointment as a Director by the shareholders. George Adams' letter of
appointmentis 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 afurther term of three years commencing 22 October 2020. George Adams was re-appointed for a further term of three years commencing

9 July 2018. 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
againstthem personally.
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Directors’ Report

Activities and results
The Directors present their Annual Report, together with the audited consolidated financial statements for the year ended 25 July 2020. ScSis one
ofthe 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 49, form part of the Management Report for the purposes of Disclosure
Guidance and Transparency Rule (DTR) 4.1.5R.

Statutory information contained elsewhere in the Annual Report
Otherinformationthatis relevant to the Directors' Report, and whichis incorporated by reference into this report, can be located as follows:

Information Pages
Future developments 24to 25
Stakeholder engagement 33
Corporate governance report 52to 56
Section 172 statement 32
Risk management 34t048
Statement of responsibilities 77

As permitted by legislation, the Group has chosen to include certain mattersinits Strategic Report that would otherwise be required to be included
inthe Directors'Report, as the Board considers themto be of strategicimportance. The Strategic Report can be found onpages 1 to 49.

Non-financial information statement

Inaddition to the above referenced sections of the Annual Report, the Stakeholder Index and non-financial information sections of the Annual Report
set out on pages 32 to 33 are intended to help stakeholders understand the Group's development, performance, and impact 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 containedin 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 25 July 2020 and are contained in pages 85 to 105. The Group'sloss after tax for
the financial year ended 25 July 2020 of £2.2m (2019: profit after tax £11.4m)is reported in the Consolidated Statement of Comprehensive Income on
page 85. Despite the strength of the Group's balance sheet, the Board did not feel it was appropriate to pay aninterim or a final dividend at a time when
it was receiving cash through the support mechanisms provided by the UK government, and the cash was used to protect the financial strength and
resilience of the Group. The Board recognises the importance ofincome to the Group's shareholders and will continue to assess whenit is appropriate
to re-commence dividend payments. Movements in reserves are shown in the Statement of Changes in Equity on page 87.

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 showninnote 9 onpage 111.

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 are listed 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 no restrictions on voting 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 shownin note 22 on pages 102 and 103.

Authority to purchase shares

The Company was authorised by shareholders at the 2019 AGM to purchase in the market up to 10% of the Company'sissued share capital, as permitted
under the Company's Articles of Association. A renewal of this authority will be proposed at the 2020 AGM. During the year, the Company purchased
1,996,454 ordinary shares with a total nominal value of £1,996.45 at a price of 220.0p per ordinary share from related party Parlour Product Holdings (LUX)
S.A.R.Lforatotal consideration of £4.4m. Following this purchase, the ordinary shares purchased by the Company were cancelled.

Employee Benefit Trust

The Company established the ScS Group plc Employee Benefit Trust (EBT) with Sanne Fiduciary Services Limited as the Trusteesin Jerseyin 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
25 July 2020, the Trust purchased 324,582 ordinary shares of £0.001 eachin the Group at an average price of 232.2p per ordinary share, of which 290,025
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. 77,275 ordinary shares in the Group remained held as treasury shares at 25 July 2020.

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 andits 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 a takeover.



Streamlined energy and carbon reporting statement

Emission type kWh CO,e tonnes (Location based)

Currentyear Previous year Current year Previous year

(2019/2020) (2018/2019) Variance % (2019/2020) (2018/2019) Variance %
Scope 1: combustion 12,796,459 16,200,593 (21%) 2,838 3,670 (23%)
Scope 2: purchased energy 13,297,222 15,557,852 (15%) 3,399 4,404 (23%)
Scope 3:indirect energy 1,991,785 333,736 497% 487 82 494%
Total 28,085,466 32,092,181 (12%) 6,724 8,156 (18%)

Greenhouse gas emissions intensity ratio

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

Current year Previous year

(2019/2020) (2018/2019) Variance %
Turnover (£'000) 268,119 333,267 (19.5%)
Intensity ratio (tCO,e/£100,000) 2.508 2.447 2.5%

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 stillhave to produce some carbon emissions to maintain essential systems in our estate. This means that on a relative basis our performanceis not
directly comparable butis presented here for transparency and compliance with the Streamlined Energy and Carbon Reporting requirements.

GHG protocol dual reporting

Emissiontype CO,e tonnes (dual reporting methodology)
Market based
Locationbased  (Supplier specific) Var. %
Scope 1: combustion 2,838 2,838 0%
Scope 2: purchased energy 3,399 3,550 4%
Scope 3:indirect energy 487 487 0%
Total 6,724 6,875 2%

—  Ourmethodology has been based on the principals of the Greenhouse Gas Protocol, taking account of the 2015 amendment which sets out a'dual reporting'

methodology for the reporting of Scope 2 emissions. Inthe 'Total Footprint’ summary above, purchased electricity is reported on alocation-based method.

— Wehavereported onallthe measured emissions sources required under The Companies (Directors' Report) and Limited Liability Partnerships
(Energy and Carbon Report) Regulations 2018, except where stated.

— Theperiod of ourreportis 1 August 2019 to 31 July 2020.

— Thisincludes limited emissions under Scope 1 and 2 (gas &fuel used in transport; purchased electricity), except where stated, and limited 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.

— Conversionfactors for UK electricity (location-based methodology), gas and other emissions are those published by the Department for
Environment, Food and Rural Affairs for 2019/20.

— Conversion factors for UK electricity (market-based methodology) are published on the fuel mix disclosures on each supplier's website.

— Gasdatahas 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 approachis consistent with the ESOS methodology.

Statement of exclusions
—  Noknown exclusions.

Directors and their interests

Details of the Directors of the Company as at 25 July 2020 are shown on pages 50 and 51 and their interests in shares and share awards made to them
under shareincentive schemes in the Company are shown in the Directors’ Remuneration Report on page 66, all of which form part of this report.
There have been no changesinthe 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. All the 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 to filla vacancy or as an additional Director, provided that the individual
seeks election atthe next AGM.

The directors of the company who were in office during the year and up to the date of signing the financial statements were:
Alan Smith Non-Executive Chairman

George Adams Non-Executive Director

PaulDaccus Non-Executive Director (Resigned 11 February 2020)
RonMcMillan Non-Executive Director

Angela Luger Non-Executive Director

David Knight Chief Executive Officer

Chris Muir Chief Financial 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.
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Directors’ Report continued

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 25 July 2020 and through to the date of this report.

Employee involvement

The Group's policy is to actively involve its employees in the business and to ensure that matters of concernto them, including the aims and objectives and
the financialand economic factors whichimpact thereon, are communicated in an open andregular 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 on
anationaland regional basis, and a comprehensive regular newsletter whichis made available to allemployees. As a consequence of the COVID-19 outbreak,
only the Autumn sales conference was able to go ahead. Internal communications were significantly increased from the start of lockdown as detailed on page
6, and we continued to hold the Directors discussions group with our designated Non-Executive Workforce Engagement Director, George Adams, virtually.

We also encourage colleagues to become involved in the financial performance of our business through a variety of share and bonus schemes.
Employee engagement is considered further within our Stakeholder Index on page 33.

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 anindependent and confidential whistle-blowing service.

Equal opportunities

The Group is 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. Fulland 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 supportis provided where appropriate. Should an employee become disabled, efforts are made to ensure
their continued employment with the Group, with retraining being provided if necessary.

Charitable and political donations
During the year, the Group made charitable donations, including funds raised by employees, of £66,000 (2019: £18,000). No political donations, expenditure
or contributions have been made or incurred (2019: £nil).

Events after the balance sheet date
On 25 August 2020, the Group arrangeda £20.0m CLBILS revolving credit facility (RCF). 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 covenantsin respect of fixed charge cover, liquidity, leverage and capital spending.

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 concern basis.

Major interest in shares
As at 9 September 2020 the following shareholders have notified the Company of their interestin 3% or more of the Company's issued share capital:

Number of % of issued Number of % ofissued
shares held share capital shares held share capital
M&G Investment Management 4,645,529 12.22 Premier Miton Investors 1,719,766 4.52
Artemis Investment Management 4,583,920 12.06 Huntington Management 1,649,587 4.34
Tellworth Investments 3.525,690 9.28 MrDavid Knight 1,528,615 4.03
Bank of America Merrill Lynch
Stadium Capital Management 1,855,177 4.88  International as principal 1,489,103 3.92
SCION Asset Management 1,850,119 4.87 Columbia Threadneedle Investments 1,175,000 3.09
Fidelity International 1,757,161 4.62
Annual General Meeting

A notice convening the Company's Annual General Meeting on 25 November 2020 will be issued to shareholders separately.

Auditors

The Group'sindependent auditors, PricewaterhouseCoopers LLP (PwC), have indicated their willingness to continue in office and the Audit Committee
has recommended that PwC remainin office. A resolution to re-appoint PwC as auditors will be put to the members at the Annual General Meeting.
Sofarasthe 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
1 October 2020



Statement of Directors’ Responsibilities

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
statementsin accordance with International Financial Reporting Standards (IFRSs) as adopted by the European Union and 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). Under company law the 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 of the profit or loss of the group and company 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 IFRSs as adopted by 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 explainedin the financial statements;

— Makejudgements and accounting estimates that are reasonable and prudent; and

— Prepare the financial statements on the going concern basis unlessiitis inappropriate to presume that the Group and Company will continue in business.

The directors are also responsible for safeguarding the assets of the 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 and company's transactions and
disclose with reasonable accuracy at any time the financial position of the group and company and enable them to ensure that the financial statements and
the Directors' Remuneration Report comply with the Companies Act 2006 and, as regards the group financial statements, Article 4 of the IAS Regulation.

The directors are responsible for the maintenance and integrity of the company's website. Legislation in the United Kingdom governing the preparation
and dissemination of financial statements may differ from legislation in other jurisdictions.

Directors’ confirmations
Thedirectors consider that the annual report and accounts, taken as awhole, is fair, balanced and understandable and provides the information
necessary for shareholders to assess the group and company's position and performance, business model and strategy.

Each of the directors, whose names and functions are listed in Board of Directors section confirm that, to the best of their knowledge:

—  The Company financial statements, which have been prepared in accordance with United Kingdom Generally Accepted Accounting Practice
(United Kingdom Accounting Standards, comprising FRS 101 'Reduced Disclosure Framework', and applicable law), give a true and fair view of the
assets, liabilities, financial position and profit of the Company;

— The Group financial statements, which have been prepared in accordance with IFRSs as adopted by the European Union, give a true and fair view
ofthe assets, liabilities, financial position and profit of the Group; and

— TheDirectors'Reportincludes a fair review of the development and performance of the business and the position of the Group and Company,
together with a description of the principal risks and uncertainties that it faces.

By order of the Board

Richard Butts
Company Secretary
1 October 2020
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Independent Auditors’ Report
to the Members of ScS Group plc

Report on the audit of the financial statements

Opinion

In our opinion:

— ScSGroup 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 25 July 2020 and of the group's loss and the group's and the company's cash flows for the year then ended;

— the group financial statements have been properly prepared in accordance with International Financial Reporting Standards (IFRSs) as adopted by the
European Union;

— the company financial statements have been properly prepared in 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 preparedin accordance with the requirements of the Companies Act 2006 and, as regards the group financial
statements, Article 4 of the IAS Regulation.

We have audited the financial statements, included within the Annual Report 2020 (the "Annual Report”), which comprise: the consolidated and company
statements of financial position as at 25 July 2020; the consolidated statement of comprehensive income, the consolidated and company statements
of cash flows, and the consolidated and company statements of changes in equity for the year then ended; and the notes to the financial statements,
whichinclude a description of the significant accounting policies.

Our opinionis consistent with our reporting to the Audit Committee.

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 described in the Auditors' responsibilities for the audit of the financial statements section of our report. We believe that the audit evidence
we have obtainedis 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 statements in the UK,
whichincludes the FRC's Ethical Standard, as applicable tolisted public interest entities, and we have fulfilled our other ethical responsibilities in accordance
with these requirements.

To the best of our knowledge and belief, we declare that non-audit services prohibited by the FRC's Ethical Standard were not provided to the group
or the company.

Other than those disclosed in note 4 to the financial statements, we have provided no non-audit services to the group or the company in the period
from 28 July 2019 to 25 July 2020.

Our audit approach
Overview
—  Overallgroup materiality: £2,000,000 (2019: £1,136,000), based on 1% of revenue, capped at 20% of the five year average
(loss)/profit before tax (2019: 0.35% of revenue).
Materiality —  Overallcompany materiality: £702,000 (2019: £700,000), based on 1% of total assets.

—  Weperformed an audit of the complete financialinformation of the Group's trading entity, A Share & Sons Limited, as well as

Audit auditing ScS group plc (the Company's) equity balance. This approach provides 100% coverage over the Group's revenue.
scope

— Desktopreviews were performed over all out of scope components.

—  Group:Impairment of assetsin relation toloss making stores.

—  Group:IFRS 16 (Leases) and recognition of right of use assets and lease liabilities.
—  Group and Company: COVID-19 impact and consideration of Going Concern.

— Company: Carrying value of Investments in subsidiaries.

Key audit
matters

The scope of our audit
As part of designing our audit, we determined materiality and assessed the risks of material misstatement in the financial statements.

Capability of the audit in detectingirregularities, including fraud

Based on our understanding of the group and industry, we identified that the principal risks of non-compliance with laws and regulations related to the
Listing Rules and UK tax legislation, and we considered the extent to which non-compliance might have a material effect on the financial statements,
and we considered the extent to which non-compliance might have a material effect on the financial statements. We also considered those laws and
regulations that have a directimpact on the preparation of the financial statements such as the Companies Act 2006. 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 increase revenue or increase the group's EBITDA, or through management bias
in manipulation of accounting estimates. The group engagement team included appropriate audit procedures in response to such risks in their work.
Audit procedures performed by the group engagement team included:

Discussions with management and internal audit, including consideration of known or suspectedinstances of non-compliance with laws and

regulation 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, in particular their anti-bribery controls;

— Challenging assumptions and judgements made by management in their significant accounting estimates, in particular in relation to impairment
of assets, adoption of IFRS 16 (Leases) and consideration of the impact of COVID-19 on going concern and the impairment of the investment

inthe company (see related key audit matters below);

Identifying and testingjournal entries, in particular any journal entries posted with unusual account combinations.

There are inherentlimitations in the audit procedures described above and the further removed non-compliance with laws and regulations is from
the events and transactions reflected in the financial statements, the less likely we would become aware of it. Also, the risk of not detecting a material
misstatement due to fraud is 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.

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 addressedin the context of our audit of the financial
statements as a whole, andin forming our opinion thereon, and we do not provide a separate opinion on these matters. Thisis nota complete list of all

risks identified by our audit.

Key audit matter

How our audit addressed the key audit matter

Group

Impairment of assets in relation to loss making stores
Refer to page 59 (Audit Committee Report)

ScS Group plchas 100 stores at the year end. The nature of
the businessis suchthat, when all costs have been allocated
onastore by store basis, some stores' fixed assets andright
of use assets are not covered by the present value of its
future cash flows. This gives rise to potentialimpairment
ofthe assets.

Management have used EBITDA as a proxy for cash flows,
exclusive of rent repayments.

We recognise that there are a number of judgements
involvedin the assetimpairment calculation, including
forecasting of future results, length of leases, allocation
of costs and use of an appropriate discount rate. As such,
thejudgementsinvolvedin theimpairment of asset
calculation were an area of focus.

Management have calculated animpairment charge of
£3.4m, which has been treated as an exceptional itemin the
Statement of comprehensive income as itis management's
view that the additionalimpairment requiredis a result of
theimpact of COVID-19 onthe Group's future cash flows.

We obtained the impairment workings from management and checked their
arithmetical accuracy.

We agreed that all store rent payments per management's IFRS 16 calculation had been
allocated to stores and agreed allocation of fixed assets on a sample basis by vouching
toinvoice. We assessed the store by store allocation of revenue and direct costs for
reasonableness by comparing to the store's historical results over the previous two
years as a percentage of the total results achieved. We agreed that central costs had
beenallocated on areasonable basis to the underlying stores with no exceptions noted.
We agreed that the rent was correctly excluded fromthe stores EBITDA. There were

no issues noted with the underlying data used in calculating the impairment provision.

Management's assessment of which stores were at risk of impairment was based on the
forecast future performance of individual stores in the group's portfolio. We assessed
the robustness of the groups' forecasting process in the prior years and the underlying
historical accuracy. This excluded forecasting of the current year result given the
unforeseenimpact of COVID-19. We have also considered actual results achieved post
year end. Management's forecasting was considered to be suitably robust and accurate.

We agreed the FY21 forecast results usedin the assetimpairment calculation were
consistent with board approved budgets. We assessed the reasonableness of the
assumptions usedin the calculation and performed sensitivities where appropriate.
Thisincluded, but was not limited to, utilising our valuations experts to performan
assessment of discount rate and store growth rates with reference to the macro-
economic and industry predictions. We concluded that the level of impairment

of fixed assets and right of use assets in the store portfolio was materially correct.

We assessed the reasonableness of the impairment charge being treated as an
exceptionalitem within the Statement of comprehensive income and agreed this
was acceptable based on the nature and magnitude of the impairment charge.
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 asset
impairment 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

IFRS 16 (Leases) and recognition of right of use assets
and lease liabilities
Refer to page 59 (Audit Committee Report)

ScS Group plchas 100 stores at the year end, 9 distribution
centres and a number of cars, the majority of which are
leased. The Groupis required to recognise alease liability and
corresponding right of use asset in relation to the agreements
which meet the IFRS 16 criteria of alease. The Group has
electedtoapply IFRS 16 under the modified retrospective
transition option.

Ontransitiona £5.8m adjustment relating toimpairment of
the right of use asset was recognised by the Group inreserves.
This arose due to differences in cost allocation and discount
rate betweenthe Group's onerous lease calculation and
impairment model and involves judgement.

The calculation of lease liabilities requires assumptions
to be made inrelation to the discount rate, which can
have a significantimpact on the lease liabilities recognised.

Estimation uncertainty arises inrespect of the discount rate
where the implicit rate in the lease is not available, as is typical
inthe Group's store leases. In those circumstances the
Group bases the discount rate onthe incremental borrowing
rate. Theincremental borrowing rate is an unobservable
input based on assumptions of the Group's credit risk and
specific risks of leased assets. Small changes in discount
rate assumptions across a number of leases could lead to
amaterial change in the valuation of lease liabilities and the
corresponding right of use asset.

As aresult of COVID-19, the Group were granted a number
of waivers and deferralsin respect of their lease agreements,
which were recognised as lease modifications during the year.

We assessed management's accounting policy for leases to verify that it was compliant
with IFRS 16, and concluded that their policy was appropriate.

We leveraged work performedin the prior year over the transitionimpact of IFRS 16. This
included testing the completeness and accuracy of the data used by managementinits
lease accounting, corroborating key data inputs to the underlying lease documents. We
recalculated a sample of lease contracts to verify that the accounting entries had been
appropriately determined by management and ensured this calculation methodology
was applied consistently across the population of similar leases.

Assisted by our valuation experts, we independently assessed management's
methodology used to determine the discount rates applied to the lease portfolio and
found this to be supportable.

We agreed any lease modifications made ontransition to underlying lease contracts
onasample basis.

We evaluated the transition model prepared by management in respect of impairment
and agreed consistency of the underlying data to the prior year audit work and validated
theintegrity of the calculation methodology. We agreed the reasonableness of the
discount rate applied with our experts and considered the reasonableness of judgements
taken by management.

We have tested the lease waivers and deferrals during the year back to corroborating
evidence from the landlords to ensure they have been correctly recognised.

We considered completeness of the IFRS 16 calculation by testing the reconciliation
of the Group's operating lease commitments as reported inthe prior year financial
statementstothe IFRS 16 calculation as at the adoption date.

We assessedthe completeness and accuracy of disclosures within the financial statements.

We are satisfied the transition to IFRS 16, including recognition of the right of use asset
and lease liabilities, and the related disclosures in the financial statements are appropriate.




Key audit matter

How our audit addressed the key audit matter

Group and Company

COVID-19 impact and consideration of Going Concern
Refer to page 59 (Audit Committee Report)

The ongoing COVID-19 pandemicis having a significant
impact on the UK economy in which the Group operates.
As aresult, the Group and Company have faced operational
challenges and there remains significant uncertainty as to
the duration of the pandemic and what its lasting impact will
be onthe economy.

The pandemic was a present condition at 25 July 2020 and
is something thatis continually evolving. The Directors have
considered the potentialimpact of the evolving pandemic
across the business and on the financial statements.

Management have considered the impact onthe carrying

value of the Group's fixed assets, including right of use assets,

inrelation to loss making stores forimpairment as aresult
of the ongoing pandemic, and have also considered the
impact onthe Company's carrying value of investmentin
its subsidiaries.

Inrelation to the Group's going concern assessment,
management have considered the implications of COVID-19
and have undertaken an assessment including a review of the
anticipated performance and forecast future cash flows of
the Group and the potential ongoingimpact of the ongoing
pandemic. Management have also stress tested the cash
flow forecasts reflecting what they consider to be a severe yet
plausible downside scenario resulting from the consequences
of COVID-19.

Having taken into account these models, together with a
robust assessment of planned and possible mitigating actions,
management has concluded that the Group remains a going
concern, and that there is no material uncertainty in respect of
this conclusion. Management has describedits going concern
and viability assessment on page 49 of the Annual Report.

We have considered the carrying value of the Groups fixed assets, including right of use
assets, inrelation to loss making stores within the specific key audit matter; impairment
of assetsinrelation toloss making stores, and the carrying value of the Company's
investments inits subsidiaries within the specific key audit matter; Carrying value
ofinvestmentsin subsidiaries.

We have re-evaluated our risk assessment, including the going concern risk of the Group.

Based on management's assessment and our audit procedures thereon as described
below, we consider our original risk assessment to remain appropriate and therefore
consider going concern to be a significant risk for the Group.

Inassessing management's consideration of the potentialimpact on the Group going

concernassessment of COVID-19, we have undertaken the following audit procedures:

— Weobtained frommanagement their latest forecasts that support the board's
assessment and conclusions with respect to the going concern basis of preparation
ofthe financial statements.

—  Weassessed the management accounts for the financial year to date and checked
that these were consistent with the starting point of management's forecasts.

We also checked the arithmetical accuracy of management's forecasts.

—  Weevaluated management's board approved budget and cash flow forecast and
severe yet plausible downside scenario for the period to July 2023. We challenged
the adequacy and appropriateness of the underlying assumptions and significant
forecast cash flows.

— Weunderstood the mitigating actions taken by management to date and confirmed
the available mitigating actions in management's model are within their controland
canbe taken on a timely basis, if needed.

— Weevaluated thelevel of forecast liquidity and forecast compliance with the bank
facility covenants, whichincluded further downside sensitivity to management's
severe but plausible downside and agreed to source documentation.

Our findings and conclusions in respect of going concern are set outin the '‘Going
concern’'section below.

We have evaluated management's disclosures inthe financial statementsinrelationto
COVID-19 and are satisfied that they are consistent with the risks affecting the Group,
theirimpact assessment and the procedures that we have performed.

Company

Carrying value of Investments in subsidiaries
Refer to pages 109 and 110 (Notes to the Company
Financial Statements)

The Company holds aninvestmentinits subsidiary
undertakings, at a carrying value of £70m (2019: £70m).
The Company is required to assess the investmentinits
subsidiary annually for impairment.

The test forimpairment compares the carrying value of the
investmentin subsidiary balance to the higher of their fair
value or value-in-use using animpairment model.

Following the downturninthe market as a result of COVID-19
and the uncertainty of the future market, there is a risk that
the valuation of the Company's investmentinits subsidiary
entities could be impaired.

We have assessed the Company's share price and market capitalisation, comparing this
to the aggregate carrying value of the investment in subsidiary balance.

Giventhe fluctuating nature of the share price during the year, we have obtained a cash
flow forecast model from management to support the carrying value of the investment
in subsidiary balance. We have checked the mathematical accuracy and integrity of the
modeland assessed that it meets the requirements of IAS 36.

We have agreed the forecasted EBITDA (used as a proxy for cash flow) has been agreed
to board approved budgets andis consistent with the forecasted model used within the
impairment of asset calculation and going concern model. See details in the above key
audit matters for work performed in relation to assessment of the appropriateness of
the budgeted forecasts.

We used internal valuation experts to assess the appropriateness of the discount
rate assumptions and found this to be reasonable. We evaluated other material
assumptions applied to the cash flow forecasts with reference to the macro-economic
andindustry predictions.

We assessedthe completeness and accuracy of disclosures within the financial statements.

We are satisfied the assumptions made by management in determining the valuation
andthe related disclosures in the financial statements are appropriate.
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Independent Auditors’ Report
to the Members of ScS Group plc continued

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 awhole,
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. Asin 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
lineitems and disclosures and in 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:

Group financial statements Company financial statements

£702,000(2019: £700,000).

Overall materiality £2,000,000(2019: £1,136,000).

How we determinedit 1% of revenue, capped at 20% of the five year average 1% of total assets.

(loss)/profit before tax (2019: 0.35% of revenue).

Rationale for benchmark applied Based on our professional judgement and our knowledge
ofthe client, materiality was based on 1% of revenue
whichis a standard materiality benchmark particularly in
low margin businesses such as ScS Group plc. However,
itisimportant that we are mindful of our materiality level
inthe context of the business' profitability. Consequently,
we capped the materiality level applied at 20% of the

five year average profit/loss before tax.

Based on our professionaljudgement and our knowledge
of the client our materiality was based on 1.0%

(2019: 1.0%) of total assets giving an overall materiality
of £702,000(2019: £700,000). We used 1.0% of total
assets as the benchmark for our materiality calculations
due to the entity being a holding company with limited
activity and our judgement around what would affect
the decisions of the members.

Foreach componentinthe scope of our group audit, we allocated a materiality that is less than our overall group materiality. The materiality allocated
to AShare & Sons Limited was £1,900,000, this was the only componentin scope.

We agreed with the Audit Committee that we would report to them misstatements identified during our audit above £100,000 (Group audit) (2019: £56,800)
and £35,000 (Company audit) (2019: £35,000) as well as misstatements below those amounts that, in our view, warranted reporting for qualitative reasons.

Going concern
Inaccordance with ISAs (UK) we report as follows:

Reporting obligation

Outcome

We are required to reportif we have anything material to add or draw attention
toinrespect of the directors' statementin the financial statements about
whether the directors considered it appropriate to adopt the going concern
basis of accountingin preparing the financial statements and the directors'
identification of any material uncertainties to the group’'s and the company's
ability to continue as a going concern over a period of at least twelve months
from the date of approval of the financial statements.

We have nothing materialto add or to draw attention to.

However, because not all future events or conditions can be predicted,
this statementis not a guarantee as to the group's and company's ability
to continue as a going concern.

We arerequired to report if the directors' statement relating to Going Concern
inaccordance with Listing Rule 9.8.6R(3) is materially inconsistent with our
knowledge obtainedinthe audit.

We have nothingtoreport.

Reporting on other information

The otherinformation comprises all of the information in the Annual Report other than the financial statements and our auditors' report thereon.
Thedirectors are responsible for the other information. Our opinion on the financial statements does not cover the other informationand,
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 inthe 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.

With respect to the Strategic Report and Directors'Report, we also considered whether the disclosures required by the UK Companies Act 2006 have
beenincluded.

Based on the responsibilities described above and our work undertaken in the course of the audit, the Companies Act 2006 (CA06), ISAs (UK) and the
Listing Rules of the Financial Conduct Authority (FCA) require us also to report certain opinions and matters as described below (required by ISAs (UK)
unless otherwise stated).



Strategic Report and Directors’ Report
In our opinion, based on the work undertakeninthe course of the audit, the information givenin the Strategic Report and Directors' Report for the year
ended 25 July 2020 is consistent with the financial statements and has been prepared in accordance with applicable legal requirements. (CA06)

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 in the Strategic Report and Directors' Report. (CA06)

The directors’assessment of the prospects of the group and of the principal risks that would threaten the solvency or liquidity of the group

We have nothing material to add or draw attention to regarding:

— Thedirectors' confirmation on page 60 of the Annual Report that they have carried out a robust assessment of the principal risks facing the group,
including those that would threatenits business model, future performance, solvency or liquidity.

— Thedisclosuresinthe Annual Report that describe those risks and explain how they are being managed or mitigated.

— Thedirectors' explanation on page 49 of the Annual Report as to how they have assessed the prospects of the group, over what period they have done
so and why they consider that period to be appropriate, and their statement as to whether they have areasonable expectation that the group willbe able
to continue in operation and meet its liabilities as they fall due over the period of their assessment, including any related disclosures drawing attention
to any necessary qualifications or assumptions.

We have nothing to report having performed a review of the directors’ statement that they have carried out a robust assessment of the principal risks
facingthe group and statement in relation to the longer-term viability of the group. Our review was substantially less in scope than an audit and only
consisted of making inquiries and considering the directors' process supporting their statements; checking that the statements are in alignment with
the relevant provisions of the UK Corporate Governance Code (the "Code"); and considering whether the statements are consistent with the knowledge
and understanding of the group and company and their environment obtained in the course of the audit. (Listing Rules)

Other Code Provisions

We have nothing to report in respect of our responsibility to report when:

— The statement given by the directors, on page 77, that they consider the Annual Report taken as a whole to be fair, balanced and understandable,
and provides the information necessary for the members to assess the group's and company's position and performance, business model and
strategy is materially inconsistent with our knowledge of the group and company obtained in the course of performing our audit.

— Thesection of the Annual Report on page 59 describing the work of the Audit Committee does not appropriately address matters communicated
by us to the Audit Committee.

— Thedirectors'statement relating to the company's compliance with the Code does not properly disclose a departure from arelevant provision
ofthe Code specified, under the Listing Rules, for review by the auditors.

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. (CA06)

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, the directors are responsible for the preparation of the financial statementsin
accordance with the applicable framework and for being satisfied that they give a true and fair view. The directors are also responsible for such internal control
as they determineis necessary to enable the preparation of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing 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 a whole are free from material misstatement, whether due

to fraud or error, and toissue an auditors' report thatincludes our opinion. Reasonable assurance is a high level of assurance, butis not a guarantee that an
audit conducted in accordance with ISAs (UK) will always detect a material misstatement wheniit exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

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.

Use of thisreport

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 consentin writing.
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Independent Auditors’ Report
to the Members of ScS Group plc continued

Other required reporting

Companies Act 2006 exception reporting

Under the Companies Act 2006 we are required to report to youif, in our opinion:

— we have not received 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 12 years, covering the years ended 31 July 2009
to 25 July 2020. 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)
forand on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Newcastle upon Tyne

1 October 2020



Consolidated Statement of Comprehensive Income
For the year ended 25 July 2020

2020 2019
Note €000 £000
Gross sales 3 268,119 333,267
Revenue 3 255,491 317,406
Cost of sales (135,911) (167,547)
Gross profit 119,580 149,859
Distribution costs (16,988) (17,310)
Administrative expenses (101,873) (118,610)
Operating profit 4 719 13,939
Analysed as:
Underlying operating profit 4,708 14,291
Exceptional items included within administrative expenses 5 (3,989) (352)
Operating profit 719 13,939
Finance costs 7 (4,195) (96)
Finance income 8 355 417
Net finance (costs)/income (3,840) 321
(Loss)/profit before taxation (3,121) 14,260
Tax credit/(charge) 9 898 (2,880)
(Loss)/profit from continuing operations (2,223) 11,380
Loss from discontinued operations 31 - (4)
(Loss)/profit for the period (2,223) 11,376
Attributable to:
Owners of the parent
(Loss)/profit and total comprehensive income for the year (2,223) 11,376
(Loss)/earnings per share (expressed in pence per share):
Basic (loss)/earnings per share 10 (5.8p) 28.5p
Diluted (loss)/earnings per share 10 (5.8p) 27.4p

Thereis novariance between the diluted and basic earnings per share in the current year.

There are no other sources of comprehensive income.
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Consolidated Statement of Financial Position
As at 25 July 2020

2020 2019

Note €000 €000
Non-current assets
Intangible assets 11 2,358 1,642
Property, plant and equipment 12 17,209 21,065
Right-of-use asset 13 118,499 -
Deferredtax asset 18 722 -
Total non-current assets 138,788 22,707
Current assets
Inventories 14 18,207 19,209
Trade and other receivables 15 4,804 8,754
Currentincome tax receivable 358 -
Cash and cash equivalents 82,282 57,666
Total current assets 105,651 85,629
Total assets 244,439 108,336
Current liabilities
Currentincome tax liabilities - 1,951
Trade and other payables 16 81,169 56,624
Provisions 19 125 -
Lease liabilities 13 24,167 -
Total current liabilities 105,461 58,575
Non-current liabilities
Trade and other payables 17 137 6,413
Deferred tax liability 18 - 452
Provisions 19 1,084 -
Lease liabilities 13 112,253 -
Total non-current liabilities 113,474 6,865
Totallliabilities 218,935 65,440
Capital and reserves attributable to the owners of the parent
Share capital 20 38 40
Share premium 20 16 16
Capital redemptionreserve 15 13
Treasury reserve 28 (182) (91)
Merger reserve 25,511 25,511
Retained earnings 106 17,407
Equity attributable to the owners of the parent 25,504 42,896
Total equity 25,504 42,896
Total equity and liabilities 244,439 108,336

The notes on pages 89 to 105 are anintegral part of these consolidated financial statements.

The financial statements on pages 85 to 105 were approved by the Board and authorised forissue on 1 October 2020 and signed onits behalf by:

David Knight
Chief Executive Officer
ScS Group plc: Registered number 03263435



Consolidated Statement of Changes in Equity

For the year ended 25 July 2020

Capital

Share Share redemption Merger Treasury Retained Total

capital premium reserve reserve reserve earnings equity

£000 £000 £000 £000 £000 £000 £000
At 29 July 2018 40 16 13 25,511 (268) 11,990 37,302
Total comprehensive income - - - - - 11,376 11,376
Share-based payments (note 22) - - - - - 765 765
Treasury shares (note 28) - - - - 177 (177) -
Dividend paid (note 21) - - - - - (6,547) (6,547)
At 27 July 2019 40 16 13 25,511 (91) 17,407 42,896
At 28 July 2019 40 16 13 25,511 (91) 17,407 42,896
Impact of change in accounting policy (note 2) - - - - (5,826) (5,826)
Taximpact of change in accounting policy (note 2) - - - - - 990 990
At 28 July 2019 (restated) 40 16 13 25,511 (91) 12,571 38,060
Total comprehensive loss - - - - - (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
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Consolidated Statement of Cash Flows
For the year ended 25 July 2020

2020 2019
Note £'000 £000
Cash flows from operating activities
(Loss)/profit before taxation (3,121) 14,260
Adjustments for:
Loss from discontinued operations before tax 31 - (5)
Depreciation of property, plant and equipment 12 4,847 4,824
Depreciation —right-of-use assets 13 22,787 -
Amortisation of intangible assets 11 647 676
Impairment on non-current assets 5 3,376 -
Share-based payment (credit)/charge 22 (818) 765
Finance costs 7 4,195 96
Finance income 8 (355) (417)
31,558 20,199
Changes inworking capital:
Decrease ininventories 14 1,002 2,656
Decrease/(increase) in trade and other receivables 15 191 (220)
Increase intrade and other payables 26,715 1,486
Cash generated from operating activities 59,466 24,121
Interest paid 7 (215) (96)
Income taxes paid (1,595) (2,774)
Net cash flow generated from operating activities 57,656 21,251
Cash flows used ininvesting activities
Purchase of property, plant and equipment (2,694) (4,377)
Payments to acquire intangible assets (1,151) (1,240)
Interest received 8 355 417
Net cash flow used ininvesting activities (3,490) (5,200)
Cash flows used in financing activities
Dividends paid 21 (4,336) (6,547)
Purchase of own shares 28 (5,180) -
Interest paid onlease liabilities (3,980) -
Payment of capital element of leases (16,054) -
Proceeds from bank loan 12,000 -
Repayment of borrowings (12,000) -
Net cash flow used in financing activities (29,550) (6,547)
Netincrease in cash and cash equivalents 24,616 9,504
Cash and cash equivalents at beginning of year 57,666 48,162
Cash and cash equivalents at end of year 82,282 57,666




Notes to the Consolidated Financial Statements

1. Generalinformation
ScS Group plc (the ‘Company') is a public limited company, whichiis listed onthe 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 1HA.

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. Accounting policies

Basis of preparation

The Group's financial statements have been prepared in accordance with International Financial Reporting Standards as adopted by the European Union
(IFRS) as they apply to the financial statements of the Group for the year ended 25 July 2020 and applied in accordance with the Companies Act 2006

as applicable to companies using IFRS and interpretations issued by the IFRS Interpretations Committee (IFRS IC) and under the historic cost convention.
The accounting policies which follow set out those policies which apply in preparing the financial statements for the year ended 25 July 2020. These policies
have been consistently applied to all of the years presented, unless otherwise stated.

The Group financial statements are presentedin Sterling and all values are rounded to the nearest thousand pounds (£'000) except when otherwise indicated.

Going concern
At the time of approving the financial statements, the Board s 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 25 July 2020, the Group's
cashbalance totalled £82.3m, and £20.6m was owed as trade payables for goods delivered. The Group has no drawn down debt, and further liquidity is
available throughthe £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, leverage
and capital spending.

Cash flows

As part of the Group's ongoing review of going concern, management have modelled cash flow forecasts to July 2023. The cash flow forecasts for
that periodinclude assumptions in relation to customer demand, the availability of product and the estimated continuedimpact of COVID-19 onthe
Group's performance.

Whilst the Group believes its initial cash flow forecasts are cautious, and current trading has exceeded those forecasts, the Group also recognises that
thereis considerable uncertainty as to the continued impacts of COVID-19. Whilst itis difficult to estimate the impact COVID-19 might have on the
business, management have considered a further severe but plausible downside sensitivity scenario. The downside scenario includes the assumption
that the Group's stores and distribution network are forced to close for a further eight weeks, including across the crucial pre-Christmas trading period,
followed by a period of gradual recovery, only returning to normallevels by July 2021. The scenario does notinclude any pent-up demandincrease,
despite the order increase experienced following the first lockdown period.

The Group has included within the downside scenario associated reductions in marketing, capital spend, management and staff bonus costs and sales-
related commission payments. The government provided an 80% grant under the Coronavirus Job Retention Scheme (CJRS) as support for furloughed
workers, which currently ends in October 2020. Further government support was provided through VAT and PAYE/NI deferrals and a 12-month business
rates holiday for all retail businesses until March 2021. The Group also obtained further benefits through working with landlords for rent deferments.

No additional government or landlord support has beenincluded in the modelled downside scenario.

Throughout this 'severe but plausible downside’ scenario, the Group would have significant cash headroom, with the cash low point at the end of July 2021
being substantial, 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, and a severe economic climate could mean that they withdraw their support for the
Group, which could create working capital challenges for our suppliers, requiring them to request earlier payment dates. The Group has modelled the
impact of the full withdrawal of this insurance, and noted that the cash headroom available ensures this does not pose a further risk to the Group's going
concernbasis.

Forthereasons set outin detailabove, the Board believe that it remains appropriate to prepare the Group financial statements on a going concern basis.

New standards, amendments and interpretations
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 standards and amendments were adopted in the current financial year, and further details of theirimpact on the Group financial
statements are giveninnote 13:

— IFRS 16 'Leases’, which has been applied using the modified retrospective transition approach

— 'COVID-19-Related Rent Concessions amendment to IFRS 16

Other standards, interpretations and amendments effective in the current financial year have not had a materialimpact on the Group financial statements.
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Notes to the Consolidated Financial Statements continued

2. Accounting policies continued

IFRS 16

IFRS 16introduced a single, on-balance sheet accounting model for lessees. As aresult, the Group, as alessee, has recognised right-of-use assets
representingits rights to use the underlying assets and lease liabilities representing its obligation to make lease payments.

The Group has applied IFRS 16 using the modified retrospective transition approach, with recognition of the initial right-of-use asset values being equal to
the present value of the remaining lease payments, discounted at the Group's incremental borrowing rate at 28 July 2019. Accordingly, the comparative
information presented for 2019 has not been restated.

Previously, the Group determined at the inception of a contract whether an arrangement was or contained alease under IFRIC 4 Determining Whether an
Arrangement Contains a Lease. The Group now assesses whether a contactis, or contains, a lease based on the new definition of alease. Under IFRS 16,
acontractis, or contains, aleaseif the contract conveys aright to control the use of anidentified asset for a period of time in exchange for consideration.

Ontransitionto IFRS 16, the Group elected to apply the practical expedient allowing the standard to be applied only to contracts that were previously
identified asleases under IAS 17 and IFRIC 4. Therefore, the definition of a lease under IFRS 16 has been applied only to contracts enteredinto or changed
onorafter 28 July 2019.

IFRS 16 provides for certain optional practical expedients, including those related to the initial adoption of the standard. In applying IFRS 16 for the first
time the Group also elected to use the recognition exemptions for lease contracts that, at the commencement date, have alease term of 12 months

orless and do not contain a purchase option, and lease contracts for which the underlying asset is of low value (‘low-value assets').

For leases of properties inwhich the Groupiis a lessee, it has applied the practical expedient permitted by IFRS 16 and willaccount for each lease
component and any associated non-lease components as a single lease component.

Theimpact onthe balance sheet on transitionis summarised below:

28 July 2019

€000

Property, plant and equipment (480)
Right-of-use assets 126,287
Deferredtax asset 990
Lease liabilities (134,857)
Prepayments (3,760)
Accruals 6,985
Retained earnings 4,836

The netimpact onretained earnings at 28 July 2019 was a decrease of £4,836,000. This arose as a result of an initialimpairment of both the right-of-use
assets and property, plant and equipment of £6,340,000, offset by areversalin the previous onerous lease provisions relating to the same leases

of £514,000 and the recognition of a netincrease in deferred tax assets of £990,000. This impairment arose principally as a result of measurement
differences between provisioning under IAS 36 compared with IAS 37. The weighted average incremental borrowing rate applied to the lease liabilities
on 28 July 2019 was 2.9%.

The table below shows a reconciliation from the total operating lease commitment as disclosed at 27 July 2019 to the total lease liabilities recognised
inthe accountsimmediately after transition:

28 July 2019
£000
Operating lease commitments disclosed as at 27 July 2019 149,960
Discounted using the incremental borrowing rate at the date of initial application (15,103)
Totallease liabilities recognised at 28 July 2019 134,857
The Group presents lease liabilities separately in the consolidated balance sheet.
The required disclosures under IAS 17 for these operatingleases for the prior year are shown below:
Land and buildings Plantand machinery Total
Year ended Year ended Year ended
27 July 2019 27 July 2019 27 July 2019
£000 £000 £000
Group
Within one year 23,872 1,458 25,330
Within two to five years 76,661 1,794 78,455
After five years 46,175 - 46,175
146,708 3,252 149,960

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
sevendays of 31 July eachyear.



2. Accounting policies continued

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. Control is generally accompanied by a shareholding of more than one-half of the voting rights. The financial
information of subsidiaries is 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 from intra-Group transactions, are eliminatedin preparing the
consolidated financial information. Gains arising from transactions with jointly controlled entities are eliminated to the extent of the Group's interest
inthe entity. Losses are eliminated in the same way as gains, but only to the extent that there is no evidence of impairment.

Exceptional items

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 and revenue

For the purposes of managing its business the Group focuses on gross sales, whichis 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
amore transparent measure of the activity levels and performance of its stores and online channels as it is not affected by customer preferences on
paymentoptions. Accordingly, gross sales is presented in this Annual Report, in addition to statutory revenue, as an alternative performance measure,
with areconciliation between the two measures provided in note 3 to the financial statements.

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. This is 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
withinterest-free credit sales.

The Group operates a negative working capital modelwhereby 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 consideration is 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 on account within current liabilities, until the goods or services are delivered. A very smallnumber 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 year end. The Group recognises the expected value of revenue relating to returns within sales.

Segmental reporting
As noted inthe gross sales and revenue note above, segments are reportedin a manner consistent with the internal reporting to the Board of Directors
(see note 3—Segmentinformation on page 94).

Intangible assets
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 per annum
The carrying value ofintangible assets is reviewed for impairment when events or changes in circumstances indicate the carrying value may not be recoverable.

Property, plant and equipment

Property, plantand 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
onalltangible fixed assets, at rates calculated to write of f the cost, less estimated residual value, of the tangible fixed assets over their anticipated useful
lives at the rates shown below:

Fixtures and fittings 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 per annum
Freeholdbuildings 2% straight-line perannum

The carrying values of property, plant and equipment are reviewed for impairment when events or changes in circumstances indicate the carrying value
may not be recoverable.
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Notes to the Consolidated Financial Statements continued

2. Accounting policies continued

Leases

The Group assesses whether a contractis, or contains, alease atinception of the contract. Typically, lease contracts relate to properties such as stores
anddistribution centres, and vehicles leases. For leases in which the Group is alessee, the Group recognises aright-of-use asset and a lease liability.

Right-of-use assets
The Group recognises right-of-use assets at the commencement date of the lease. The right-of-use asset s initially measured at cost, which includes the
amount of lease liabilities recognised, adjusted for any lease payments made at or before the commencement date, less any lease incentives received.

Theright-of-use assetis subsequently depreciated using the straight-line method over the shorter of the asset's useful life or the lease term.
Depreciation on right-of-use assets is included in administrative costs in the consolidated income statement. The right of use asset is tested for
impairment if there are any indicators of impairment.

Lease liabilities

At the commencement date of the lease, the Group recognises lease liabilities measured at the present value of the lease payments to be made over
the lease term. Lease paymentsinclude: fixed paymentsless any lease incentives receivable; variable lease payments that depend on anindex or rate;
amounts expected to be payable by the lessee under residual value guarantees; and the cost of exercise of a purchase optionif the lesseeis reasonably
certainto exercise that option.

Any variable lease payments that do not depend on anindex or rate are recognised as an expense in the period in which the event or condition that
triggers the payment occurs.

Where the lease contains an extension option or a termination option which is exercisable by the Group, as lessee, an assessment is made as to whether
the Groupis reasonably certain to exercise the extension option, or not exercise the termination option, considering all relevant facts and circumstances.

In calculating the present value of lease payments, the Group uses its incremental borrowing rate unless the interest rate implicitin the lease can be
readily determined.

After the commencement date, the lease liability is increased to reflect the accretion of interest and reduced for lease payments made. In addition, the
carryingamount of lease liabilities is remeasured if there is a modification, a change in the lease term or a change in the fixed lease payments. Interest
charges areincludedinfinance costs in the consolidated 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 costs incurred in bringing the
product toits presentlocation and condition. Net realisable value is the estimated selling price less any further costs to be incurred to disposal.

Trade receivables
Trade receivables are amounts due from customers for goods sold or services performedin the ordinary course of business. If collectionis expectedin one
year orless (orinthe normal operating cycle of the business if longer), 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
forimpairment. As arequirement of applying IFRS 9, the Group has applied an expected credit loss (ECL) model when calculatingimpairment losses onits
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.

Trade payables
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 current liabilities if payment is due within one year or less. If not, they are presented as non-current liabilities.

Trade payables are recognised initially 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.

Cash and cash equivalents
Forthe purpose of presentationinthe statement of cash flows, cash and cash equivalents includes cash on hand.

Government grants

Includedin administrative expenses isincome of £5.0m that was received under the UK Government's Job Retention Scheme which has been paid to
employees on furlough. There are no unfulfilled conditions or other contingences attaching to this grant. The Group did not benefit directly from any
other forms of government assistance.



2. Accounting policies continued

Treasury shares

The Employee Benefit Trust (EBT) provides for the issue of shares to Group employees, principally under share option schemes. Sharesin the
Company held by the EBT are included in 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
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 inissue when calculating the earnings per share.

Share capital
Ordinary shares are classified as equity.

Incremental costs directly attributable to theissue of new ordinary shares or options are shown in equity as a deduction, net of tax, from the proceeds.

Pre-opening andlaunch costs
Pre-opening andlaunch 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 reduction in the advertising and
marketing costs to which they relate.

Supplier rebates
Rebates receivable from suppliers are based upon the 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 from those of the Group in anindependently administered fund.

Taxation
Tax onthe profit or loss for the year comprises current and deferred tax. Taxis recognised in the income statement except to the extent that it 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.

Deferred taxis recognised using the liability method, on temporary differences at the balance sheet date between the tax base of assets andliabilities
and their carrying amounts for financial reporting purposes, to the extent that the Directors consider that it is more likely than not that there willbe
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.

Deferredtax assets andliabilities are offset when thereis a legally enforceable right to set of f 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

Transactionsinforeign 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 statementinthe
period inwhich they 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 totalamount to
be expensed over the vesting period is determined by reference to the fair value of the sharesissued, 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 expectedto 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.

Provisions
Provisions are recognised when the Group has a present obligation as a result of a past event, itis probable that a transfer of economic benefits willbe
required to settle the obligation, and a reliable estimate can be made of the amount of the obligation.
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Notes to the Consolidated Financial Statements continued

2. Accounting policies continued

Critical accounting judgements and estimates

The preparation of the financial statements requires judgements, estimates and assumptions to be made that affect the reported value of assets,
liabilities, revenues and expenses. The nature of estimation and judgement means that actual outcomes could differ from expectation.

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 £18.2m of inventory at the year end, and the majority of this stock is held for display in store. 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 beenin store for an extended period
oftime. 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 policy
inrelation to stock provisioning is 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

Management consider each store to be a cash-generating unit (CGU). At each balance sheet date, the Group reviews the carryingamounts of it's
property, plant and equipment and right-of-use assets and intangible assets to determine whether there is any indication ofimpairment at a store
following poor performance. If any suchindication exists, the recoverable amount of the assetis 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's internal budgets, which are then extrapolated over the remaining store lease length, and management's
expectations of estimated growth rates. 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
discountrate using pre-tax rates that reflect the current market assessment of the time value of money and the risks specific to the CGUs, deriving

from the Group's post-tax weighted average cost of capital. If the recoverable amount of an asset or CGU is estimated to beless thanits carryingamount,
the carryingamount of the asset or CGU is reduced to its recoverable amount. Animpairment loss is recognised as an expense immediately. Where
animpairmentloss subsequently reverses, the carryingamount of the asset or CGU is increased to the revised estimate of its recoverable amount,

but so that theincreased carryingamount does not exceed the carryingamount that would have been determined had no impairmentloss been
recognised for the asset or CGU in prior years. A reversal of animpairment loss is recognised as income immediately.

Discount rates utilised within IFRS 16 accounting

In calculating the present value of lease payments, the Group uses itsincremental borrowing rate at the lease commencement date if the interest
rateimplicitinthe lease is not readily determinable. Generally the Group uses its incremental borrowing rate as the discount rate. As it has no external
borrowings management are required to determine an approximation, calculated based on UK Government Gilt rates of an appropriate duration and
adjusted by anindicative credit premium.

Critical judgements in applying the Group's accounting policies

Going concern

After considering the forecasts, sensitivities and mitigating actions available to management and having regard to the risks and uncertainties to which
the Groupis exposed, management have a reasonable expectation that the Group has adequate resources to continue in operational existence for the
foreseeable future, and operate for a period of at least 12 months from the date of signing the financial statements. Accordingly, the financial statements
continue to be prepared onthe going concern basis.

3. Segment information

The Directors have determined the operating segments based on the operating reports reviewed by the senior management team (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 senior management team 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.
Allgross sales and revenue profit before taxation, assets and liabilities are attributable to the principal activity of the Group and other related services.

All gross sales and revenues are generated in the United Kingdom.

Ananalysis of gross sales is as follows:

Yearended Year ended

25 July 2020 27 July 2019

€000 €000

Sale of goods 249,578 309,932
Associated sale of warranties 18,541 23,335
Gross sales 268,119 333,267
Less: costs of interest-free credit (12,628) (15,861)

Revenue 255,491 317,406




4. Operating profit
Operating profitis stated after charging:

Yearended Year ended
25 July 2020 27 July 2019
€000 €000
Fees payable to the Company auditors for the audit of Company and consolidated financial statements 25 25
Fees paid for other services:
—audit of the Company's subsidiaries 97 103
—other non-audit services 15 15
Depreciation of property, plant and equipment —owned 4,847 4,824
Depreciation of right-of-use assets 22,787 -
Amortisation of intangible assets 647 676
Impairment of property, plant and equipment and right-of-use assets 3,376 -
Operating lease rentals —plant and machinery - 2,198
Operatinglease rentals —land and buildings - 24,400
COVID-19 related rent concessions (615) -
Government support 8,420 -

During the year the Group received support from the UK government of £8.4min response to the COVID-19 outbreak. Thisincluded £5.0m under the
UK Government's Job Retention Scheme which has been paid to employees on furlough. This has been recognised as a grant in accordance with the
accounting policy set outin Note 2.

5. Exceptionalitems
In order 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. Exceptional items,
booked to operating costs, comprised the following:

Year ended Yearended

25 July 2020 27 July 2019

€000 €000

Impairment charges associated with stores 3,376 -
Restructuring costs 613 -
Professional fees - 352
3,989 352

Impairment charges associated with stores

As aresult of COVID-19 arevisionin future projections for the business has resulted in animpairment charge of £3,376,000 being recognised on
the assets associated with a number of our stores. This has been split between the right-of-use asset (£2,619,000) and tangible assets (£757,000),
apportioned based onnetbook value.

Management have considered the potentialimpact 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 a whole in the next financial year, management have considered sensitivities to the impairment charge as a result of changes to the
post-tax discount rate. The discount rate usedin management's calculation was 8.5%. The sensitivities applied are an increase or decrease of 1.0% used
to determine theimpairment charge. It is estimated that a 1.0% decrease/increase in discount rate assumptions, with no change to forecast revenue
assumptions, wouldresultina £667,000 increase/£599,000 decrease in the impairment charge of store assets in the 52 weeks to 25 July 2020.

Restructuring costs
Currentyear exceptional itemsinclude £613,000in relation to amounts payable for loss of office incurred as a result of restructuring, in particular, relating
to the centralisation of administrative support from each of our individual stores to our head office in Sunderland.

Professional fees

Inthe prior year, exceptional costs disclosed within continuing operations related to the unrealised acquisition of sofa.com. As announced in January
2019, the Group was in discussions regarding the potential acquisition of the business and assets of Sofa.com Limited. Ultimately, this transaction did
not occur and the professional fees relating to the due diligence conducted were therefore deemed to be exceptional.

6. Employees and Directors
6.1 Staff costs
The aggregate remuneration of allemployees including Directors comprises:

Yearended Year ended

25 July 2020 27 July 2019

£000 £000

Wages and salaries 47,281 52,037
Social security costs 4,532 5,087
Other pension costs 1,235 1172
Share-based payment (credit)/charge (note 22) (818) 765
52,230 59,061

Discontinued operations (note 31) - 1,247

Total 52,230 60,308
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6. Employees and Directors continued
The average monthly number of employees (including Executive Directors) during the year was as follows:

Year ended Year ended

25 July 2020 27 July 2019

Sales 681 620
Office and managerial 525 680
Services and warehousing 466 451
Cleaning 35 33
1,707 1,784

Discontinued operations - 45
Total 1,707 1,829

Details of Directors' remuneration, share options, long-termincentive schemes and pension entitlements are disclosed in the Remuneration Report
onpages 62 to 68.

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:

Year ended Year ended

25 July 2020 27 July 2019

£000 £000

Short-term employee benefits 1,349 2,857
Deferred contribution pension cost 209 240
Share-based payment (credit)/charge (818) 765

These have beendisclosed in the Remuneration Report along with details of shares exercised by the highest paid Director.

The share-based payment creditinthe 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. Finance costs

Year ended Year ended
25 July 2020 27 July 2019
£000 £000
Bank facility non-utilisation fees 63 96
Bank facility renewal fees 55 -
Bank facility utilisation fees 97 -
Interest onlease liability 3,980 -
4,195 96
8. Financeincome Year ended Year ended
25 July 2020 27 July 2019
£000 £000
Bankinterestreceived 355 417
9. Taxation
(a) Analysis of tax (credit)/charge in the year Year ended Vear ended
25 July 2020 27 July 2019
£000 £000
Current tax:
UK corporationtax on profits for the year (459) 3,299
Adjustmentsinrespect of prior years (255) (226)
Total current tax (credit)/charge (714) 3,073
Deferred tax:
Origination and reversal of temporary differences (284) (244)
Adjustmentsin respect of prior years 100 51
Total deferred tax (credit)/charge (note 18) (184) (193)

Income tax (credit)/charge in the statement of comprehensive income (898) 2,880




9. Taxation continued
(b) Tax on discontinued operations

Yearended Year ended

25 July 2020 27 July 2019

£000 £000

Tax credit on profit from ordinary activities of discontinued operations - (1)

(c) Factors affecting tax credit/charge for the year

The tax credit (2019: charge) assessed on the loss(2019: profit) for the yearis higher (2019: higher) than the standard rate of corporation taxin the UK

of 19.00% (2019: 19.00%). The differences are explained below:

Year ended Year ended

25 July 2020 27 July 2019

£'000 £000

Continuing (loss) profit before taxation (3,121) 14,260

Profit before taxat 19.00% (2019: 19.00%) (593) 2,709
Effectsof:

Other expenses not deductible (146) 204

Deduction on exercise of share options (112) (5)

Depreciation not eligible for tax purposes 161 111

Adjustments in respect of prior years (155) (175)

Impact of changesin taxrates (53) 36

Income tax (credit)/charge in the statement of comprehensive income (898) 2,880

(d) Factors that may affect future tax charges

The Chancellor confirmedin the March 2020 budget that the rate of corporation tax will remain at 19% from 1 April 2020, and consequently deferred

taxat 25 July 2020 has been calculated based on the rate of 19%.

10. (Loss)/earnings per share

Year ended Year ended
25 July 2020 27 July 2019
pence pence
a) Basic (loss)/earnings per share attributable to the ordinary equity holders of the Company
Fromunderlying continuing operations 2.6p 29.4p
From underlying discontinued operation - 0.9p
Totalbasic earnings per share from underlying operations 2.6p 30.3p
From exceptional costs (8.4p) (1.8p)
Total basic (loss)/earnings per share (5.8p) 28.5p
b) Diluted (loss)/earnings per share attributable to the ordinary equity holders of the Company
From underlying continuing operations 2.6p 28.3p
From underlying discontinued operation - 0.8p
Total diluted earnings per share from underlying operations 2.6p 29.1p
From exceptional costs (8.4p) (1.7p)
Total diluted (loss)/earnings per share (5.8p) 27.4p
Yearended Year ended
25 July 2020 27 July 2019
c) Reconciliations of earnings used in calculating (loss)/earnings per share £000 £'000
(Loss)/profit from continuing operations (2,223) 11,380
—Add back exceptional costs net of tax 3,231 352
Profit from underlying continuing operations 1,008 11,732
Loss from discontinued operation - (4)
—Add back exceptional costs net of tax - 359
Profit from underlying discontinued operations - 355
Total profits from underlying operations 1,008 12,087
Total (loss)/profit from operations (2,223) 11,376
Year ended Year ended
d) Weighted average number of shares used as the denominator 25 July 2020 27July 2019
Weighted average number of shares inissue for the purposes of basic (loss)/earnings per share 38,464,470 39,934,853
Effect of dilutive potential ordinary shares:
—Share options 1,598,815 1,563,000
Weighted average number of ordinary shares for the purpose of diluted (loss)/earnings per share 40,063,285 41,497,853

Atotal of 1,598,815 potential ordinary shares have not beenincluded within the calculation of diluted (loss)/earnings per share as at 25 July 2020 as they

are antidilutive.
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11. Intangible assets

25 July
2020
€000
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
At 25 July 2020 5,898
Net book amount
At 25 July 2020 2,358
At 27 July 2019 1,642
27 July
2019
£000
Computer
software
Cost
At 29 July 2018 5,726
Additions 1,167
At 27 July 2019 6,893
Accumulated amortisation
At 29 July 2018 4,575
Charge for the year 676
At 27 July 2019 5,251
Net book amount
At 27 July 2019 1,642
At 28 July 2018 1,151
Amortisationis charged through the administration expenses line.
12. Property, plant and equipment Freehold land Leasehold Computer Fixturesand
andbuildings improvements equipment fittings Total
£'000 £'000 €000 £000 £000
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
OpeningIFRS 16 impairment adjustment 1 284 24 171 480
Charge forthe 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
Cost
At 29 July 2018 159 51,871 3,691 29,145 84,866
Additions - 1,833 666 1,940 4,439
At 27 July 2019 159 53,704 4,357 31,085 89,305
Accumulated depreciation and impairment
At 29 July 2018 91 35,038 2,787 25,500 63,416
Charge for the year 3 3,288 473 1,060 4,824
At 27 July 2019 94 38,326 3,260 26,560 68,240
Net book amount
At 27 July 2019 65 15,378 1,097 4,525 21,065
At 28 July 2018 68 16,833 904 3,645 21,450




12. Property, plant and equipment continued
The net book value of leasehold improvements s as follows:

Year ended Year ended

25 July 2020 27 July 2019

€000 €000

Shortleaseholds (up to 25 years) 12,144 15,313
Longleaseholds (greater than 25 years) 58 65
12,202 15,378

From 28 July 2019 the Group adopted IFRS 16 'Leases’. Leased assets are now presented as a separate line itemin the balance sheet. Refer to notes 2
and 13 for the accounting policy and details about the changes in accounting policy, respectively.

Impairment of property, plant and equipment

As aresult of theimpact of COVID-19 all stores 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 25 July 2020. A charge of £757,000 relating
to theimpact of COVID-19, was recorded against property, plant and equipment and 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.

13.Leases
The Group leases both properties and motor vehicles.

As alessee, the Group previously classified leases as an operatinglease or finance lease based onits assessment of whether the lease transferred
substantially all of the risks and rewards of ownership. Under IFRS 16, the Group recognises right-of-use assets and lease liabilities for most leases,
except for short-termleases andleases of low-value assets.

Consolidated Statement of Financial Position
The Consolidated Statement of Financial Position as at 25 July 2020 shows the following amounts relating to leases. As IFRS 16 has not been applied

retrospectively the balances alongside represent the equivalent balances at the start of the accounting period after restating for IFRS 16.

Right-of-use assets

Leasehold
property Motor vehicles Total
£000 £000 £000

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

Impairment of right-of-use assets

As aresult of theimpact of COVID-19, all stores 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 25 July 2020. A charge of £2,619,000 relating to the
impact of COVID-19, was recorded against the right-of-use asset and recognised as an exceptional item (see note 5) as it is considered to be materialand
one-offinnature.

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:

Year ended

25 July 2020

£'000

Current 24,167
Non-current 112,253

136,420
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13. Leases continued
Maturity analysis —contractual undiscounted lease payments:

Year ended
25 July 2020
€000

Group
Within one year 28,010
Withintwo to five years 81,366
After five years 41,132
Totalundiscounted lease payments 150,508

The Group presents lease liabilities separately in the consolidated balance sheet.

Consolidated Statement of Comprehensive Income

The Group has recognised depreciation and interest costs inrespect of leases that were previously classified as operatingleases in the income
statement for the year, rather than rental charges of £25,216,000. During the year, the Group recognised £22,787,000 of depreciation charges and
£3,980,000 of interest costs inrespect of these leases. Leases of low value assets and short-termleases of 12 months or less are expensed to the
Groupincome statement.

The practical expedient for COVID-19-related rent concessions has been applied to all rent concessions that meet the specified conditions. This has
resultedin negative variable lease payment of £615,000 being credited to the income statement.

14. Inventories

Year ended Year ended

25 July 2020 27 July 2019

£'000 £'000

Finished goods 18,207 19,209

The cost of inventories before cash discounts and volume rebates, as an expense andincluded in cost of sales relating to continued operations
amountedto £138,663,000(2019: £171,290,000).

The charge for the year relating to inventories written off amounted to £640,000 (2019: £815,000).

15. Trade and otherreceivables

Yearended Year ended

25 July 2020 27 July 2019

€000 €000

Trade receivables 1,577 1,084
Otherreceivables 1,948 2,470
Prepayments 1,279 5,200
4,804 8,754

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 thereis 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. Trade and other payables - current

Year ended Year ended

25 July 2020 27 July 2019

£000 €000

Trade payables 20,638 25,859
Payments received on account 34,592 14,697
Other taxation and social security payable 12,834 4,063
Accruals 13,105 12,005
81,169 56,624

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 and in 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.



17. Trade and other payables—non-current

Yearended Year ended

25 July 2020 27 July 2019

€000 £'000

Leaseincentives - 5,899
Onerous lease provision - 514
Accruals 137 -
137 6,413

Inthe prior year the onerous lease provision of £514,000 related to commitments on leases for stores identified as loss-making as part of management's
ongoing review of store profitability. Inthe current year under IFRS 16, this provision along with the lease incentives has beenreclassified to offset against
the right-of-use asset recognised at the transition date.

18. Deferred tax
The Group's movements in deferred taxation during the current financial year and previous year are as follows:

Yearended Year ended

25 July 2020 27 July 2019

£000 £000

Opening deferred tax liability (452) (645)

Adjustment oninitial application of IFRS 16 990 -

Opening deferred tax liability (restated) 538 (645)

Adjustmentsinrespect of prior years (100) -

Credited to profit and loss account arising from the origination and reversal of temporary differences (note 9) 284 193

Closing deferred tax asset/(liability) 722 (452)

Deferred taxation has been fully provided for inrespect of: Yearended Yearended

25 July 2020 27 July 2019

£000 £000

Accelerated capital allowances (407) (497)

Losses 284 121

Other timing differences 43 45

Capital gains held over (135) (121)

Adjustment oninitial application of IFRS 16 937 -

Closing deferred tax asset/(liability) 722 (452)
19. Provisions

Property

obligations Total

£000 £000

At 28 July 2019 - -

Reclassification from accruals 1,209 1,209

At 25 July 2020 1,209 1,209

Property provisions relate to obligations in respect of the Group's property leases for an estimate of dilapidation and decommissioning costs payable
upon exiting a leased property. These provisions are expected to be utilised at the end of each specific lease.

Year ended Year ended
25 July 2020 27 July 2019
£'000 £'000
Current 125 -
Non-current 1,084 -
1,209 -

20. Called-up share capital
Ordinary shares Share premium Total
Number of shares £'000 £'000 £'000
Asat 27 July 2019 40,009,109 40 16 56
Shares repurchased and cancelled (1,996,454) (2) - (2)
Asat 25 July 2020 38,012,655 38 16 54

Authorised, allotted and fully paid share capitalis 38,012,655 of £0.001 each (2019: 40,009,109 of £0.001 each).

On8November 2019, the Group acquired 1,996,454 ordinary shares at a price of 220.0p per ordinary share from related party Parlour Product Holdings
(LUX) S.A.R.L for atotal consideration of £4,400,000. Following this purchase, the ordinary shares purchased by the Group were cancelled, and the
Group'sissued share capital subsequently consists of 38,012,655 ordinary shares, each with one voting right.
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21. Dividends
Afinaldividend for the year ended 27 July 2019 of 11.20p was paid on 27 November 2019. It has been recognised in shareholders' equity in the year
to 25 July 2020.

Aninterim dividend of 5.50p per ordinary share was declared by the Board of Directors on 20 March 2020. However, the Board did not feel it was
appropriate to pay the interim dividend when receiving government support. A final dividend has not been proposed.

At 25 July 2020, the retained earnings of the Company amounted to £57,726,000.

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-admission incentive arrangements

The ScS Group plc Long-Term Incentive Plan (LTIP) was adopted on 21 January 2015 conditional upon admission. The LTIP allows for various types

of awards and the following grants over shares in 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 conditional onthe IPO taking place (approved on 21 January 2015).

(i) Unapproved market value options conditional onthe 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 have been
forfeited as at 28 July 2018.

(v) Performance-based £nil cost options granted on 17 October 2016 (the performance conditionis based on EPS as set outin 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 outin the consolidated audited
financial statements of the Group for the financial year ended 25 July 2020).

(vii) Performance-based £nil cost options granted on 15 October 2018 (the performance conditionis based on EPS as set out in the consolidated audited
financial statements of the Group for the financial year ended 31 July 2021).

(ix) Performance-based £nil cost options granted on 14 October 2019 (the performance conditionis based on EPS as set outin the consolidated audited
financial statements of the Group for the financial year ended 30 July 2022).

Fair value of awards
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 Company from
the period between admission and the date of grant and historic volatilities of comparator companies measured over a period commensurate with the
expectedlife. 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-free interest rateis 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 (CSOP market 2018,2019and 2020 LTIP

LTIP (pre-IPO nil cost options) value options) (Directors’ awards) LTIP (allawards)
Average Average Average Average
Shareawards exerciseprice Shareawards exerciseprice Shareawards exerciseprice Shareawards exerciseprice
Outstanding as at 28 July 2018 139,997 £0.000001 52,393 £1.75 1,028,266 £0.000001 1,220,656 £0.08
Granted - - - - 672,848 £0.000001 672,848 £0.000001
Forfeited (34,285) £0.000001 (4,880) £1.75 (208,484) £0.000001 (247,649) £0.04
Exercised (82,855) £0.000001 - - - - (82,855) £0.000001
Expired - - - - - - - -
Outstanding as at 27 July 2019 22,857 £0.000001 47,513 £1.75 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
Exercisable at 25 July 2020 - - 47,513 £1.75 - - 47,513 £1.75
Exercisable at 27 July 2019 22,857 £0.000001 47,513 £1.75 - - 70,370 £1.18

Note: Weighted average share price for all LTIP awards during the year.

Asat 25 July 2020, 554,141 of the outstanding LTIP share options relate to the 2020 LTIP, which vested as at the year end date. Due to the Group's EPS
beinglower than the minimum target set, these options willlapse. Further information onthe LTIP is available in the Directors' Remuneration Report.



22. Share-based payments continued
The fair value of share options issued and the assumptions used in the calculation are as follows:

2015 2015 2017 2018 2019 2020

21 January 21 January 17 October 16 October 15 October 14 October
Grantdate 2015 2015 2016 2017 2018 2019
Share price at grant date £1.75 £1.75 £1.83 £1.75 £2.23 £2.36
Exercise price £nil £1.75 £nil £nil £nil £nil
Number of employees 25 6 6 8 8 7
Sharesissued 571,421 68,659 474,12 554,14 672,84 562,340
Expected volatility 33.7% 36.2% 1 ~ ~1 -t
Expected life (years) 3 5 3 3 3 3
Risk-freeinterest rate 0.70% 1.06% — — — =
Expected dividend yield 8% 8% — — — -t
Fair value per share £1.38 £0.24 £1.83 £1.75 £2.23 £2.36
Actual/estimated vesting 100% 100% 56% 0% 0% 0%

1. LTIPparticipants are entitled to receive dividend equivalents on unvested awards, and therefore dividend yield does notimpact 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 credit for the year relating to employee share-based payment plans was £818,000 (2019: charge of £765,000) which is in relation to equity-
settled share-based payment transactions. There are no liabilities arising from share-based payment transactions.

23. Capital commitments
Capital commitments contracted for but not provided amounted to £480,000 (2019: £230,000).

24. Pension commitments

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 £227,000 (2019: £219,000) and are held in accruals.

25. Financialinstruments -risk management

Financial risk management policy

The Group's principal financial instruments comprise cash and cash equivalents. The main purpose of these financialinstruments s to provide funds for
the Group's operations. The Group has other financialinstruments being trade receivables and trade payables 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
entered into 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.

Credit risk

The finance for all the 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 not impaired 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.

Liquidity risk

The Group's exposure to liquidity risk is low, as historically working capital requirements have been funded entirely by self-generated cash flow.

At 25 July 2020, the Group's cash balance totalled £82.3m, and £20.6m was owed as trade payables for goods delivered. 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. 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 derecognisedin 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 beingin ahedging relationship or any available for sale financial assets.

The Group's main financial assets comprise cash and cash equivalents and trade receivables arising from the Group's activities. These financial assets
allmeet the conditions to be recognised at amortised cost under IFRS 9 (previously loans and receivables under IAS 39).

Other than trade and other payables, the Group had no financialliabilities within the scope of IFRS 9 as at 25 July 2020 (2019: £nil). Balances within trade
and other payables will mature within one year.

The fair value of the Group's financial assets andliabilities is not materially different from their carrying values. Financial assets and liabilities comprise
principally of trade receivables and trade payables and the only interest-bearing balances are the bank deposits and borrowings which attract interest
atvariable rates.
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Notes to the Consolidated Financial Statements continued

25. Financial instruments -risk management continued

Capital management

The Group's objectives when managing capital are to safeguardits 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
inthe consolidated statement of financial position.

The Group manages its capital through continued focus on free cash flow generation and setting the level of capital expenditure and dividend
inthe context of the current period and forecast free cash flow.

26. Related parties
Holdings in subsidiaries and any relevant related party transactions are disclosed in the Company financial statementsinnote 5. Only ScS Furnishings
Limited and the ScS Group Employee Benefit Trust are not included in the consolidation on the grounds of materiality.

27. Contingent liabilities
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. Treasuryreserve

£'000
Asat 28 July 2018 268
Transfer to retained earnings (177)
Asat 27 July 2019 91
Purchase of own shares 754
Transfer to retained earnings (663)
Asat 25 July 2020 182

Duringthe current year, the Group's Employee Benefit Trust purchased 324,582 ordinary shares of £0.001 eachin the Group at an average price of
232.2 pence per ordinary share for the purpose of satisfyingmanagement 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 holds 77,275 of its own ordinary shares of 0.1 pence eachin the Group
atanaverage purchase price of 234.9 pence.

As at 27 July 2019 the Group held 42,718 of its own ordinary shares of 0.1 pence eachin the Group at an average purchase price of 214.2 pence for the
purposes of satisfying management share incentive awards.

29. Netdebt

Yearended

25 July 2020

€000

Cash and cash equivalents 82,282
Lease liabilities (136,420)
Net debt (54,138)

As aresult of the adoption of IFRS 16, the Groupis in a net debt position due to the recognition of a lease liability.
30. Post balance sheet events

On 25 August 2020, the Group arranged a £20.0m CLBILS revolving credit facility (RCF). This facility is committed for aterm of 36 months. The RCF
is subject to certain covenantsin respect of fixed charge cover, liquidity, leverage and capital spending.



31. Discontinued operations

Following the closure of the final House of Fraser concessionin January 2019, in accordance with IFRS accounting standards, the results of the

House of Fraser concessions are now presented as discontinued operations.

Theincome statementrelating to the discontinued operations is set out below:

Income statement of discontinued operations

Yearended Year ended
25 July 2020 27 July 2019
£000 £000
Gross sales - 7,279
Revenue - 7,193
Cost of sales - (3,956)
Gross profit - 3,237
Distribution costs - (575)
Administrative expenses - (2,667)
Operatingloss - (5)
Analysed as:
Operating profit/(loss) before exceptional items - 438
Exceptionalitems* - (443)
Operatingloss - (5)
Loss before taxation - (5)
Taxation - 1
Loss from discontinued operations - (4)
Attributable to:
Owners of the parent - (4)
Loss attributable and total comprehensive loss for the period - (4)
Net cashinflow from operating activities - 1,492
Net increase of cash generated from discontinued operations - 1,492
Underlying EBITDA
Ananalysis of underlying EBITDA s as follows:
Year ended Year ended
25 July 2020 27 July 2019
€000 €000
Operating profit/(loss) before exceptionalitems - 438
Depreciation - 86
Underlying EBITDA from discontinued operations - 524
Exceptionalitems* - (443)
EBITDA from discontinued operations - 81

*  Exceptional costs disclosed within discontinued operations comprise amounts payable for loss of office and other costsincurredrelating to the closure of the

House of Fraser concessions.
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2020 2019
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 27 4
Deferredtaxasset 7 149 -
Cash at bank andin hand - -
Total current assets 176 4
Total assets 70,176 70,004
Current liabilities
Trade and other payables 8 12,563 6,488
Total current liabilities 12,563 6,488
Total liabilities 12,563 6,488
Capitalandreserves
Called-up share capital 9 38 40
Share premium account 9 16 16
Capital redemption reserve 15 13
Treasury share reserve 12 (182) (91)
Retained earnings 57,726 63,538
Total shareholders’ funds 57,613 63,516
106 Total equity 57,613 63,516
Total equity and liabilities 70,176 70,004

The notes on pages 109 to 111 form anintegral part of these financial statements.
The total comprehensive income for the year included within the financial statements of the Companyis £3,612,000 (2019: £5,979,000).
The financial statements on pages 106 to 111 were approved by the Board and authorised forissue on 1 October 2020 and signed onits behalfby:

David Knight
Chief Executive Officer



Company Statement of Changes in Equity
For the year ended 25 July 2020

Called-up Share Capital

share premium redemption Treasury Retained Total

capital account reserve reserve earnings equity

£000 £000 £000 £000 €000 £000

At 29 July 2018 40 16 13 (268) 64,283 64,084

Total comprehensive income - - - - 5979 5,979

Transfer to retained earnings - - - 177 (177) -

Dividends paid - - - - (6,547) (6,547)

At 27 July 2019 40 16 13 (91) 63,538 63,516
-
At 28 July 2019 40 16 13 (91) 63,538 63,516 E
Total comprehensive income - - - - 3,612 3,612 3
Purchase of own shares - - - - (4,425) (4,425) 2
Cancellation of repurchased shares (2) - 2 - - - §
Treasury shares (note 12) - - - (91) (663) (754) m
Dividends paid (note 10) - - - - (4,336) (4,336) g
=1
At 25 July 2020 38 16 15 (182) 57,726 57,613 i
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Company Statement of Cash Flows

As at 25 July 2020

2020 2019
Note £'000 £000

Cash flows from operating activities
Profit before taxation 3,463 5979
Changes inworking capital:
(Increase)/decrease in trade and other receivables 6 (23) 6
Increase in trade and other payables 8 6,076 562
Cash generated from operations 9,516 6,547
Net cash flow generated from operating activities 9,516 6,547
Net cash flow used ininvesting activities - -
Cash flows used in financing activities
Dividends paid 10 (4,336) (6,547)
Purchase of own shares (5,180) -
Net cash flow used in financing activities (9,516) (6,547)

Netincreasein cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year




Notes to the Company Financial Statements
For the year ended 25 July 2020

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 ITHA. The Company's principal activity is to act as a holding
company forits subsidiaries, and its shares are listed on the London Stock Exchange (LSE).

2. Accounting policies
The principal accounting policies appliedin 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 andin 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 informationin respect of certain assets, standards not yet effective, impairment
of assets andrelated 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 meetits obligations as they falldue. The Directors are therefore satisfied that the Company has adequate resources to continue in
operational existence for the foreseeable future.

Furtherinformation onthe 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 judgementin the 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, with the exception of the estimate
noted below:

Carrying value of the investment

Management have considered the carrying value of the investment, given the Group's reportedloss for the year. Management calculated a value in use
from cash flow projections based onthe Group's internal budgets, which are then extrapolated into perpetuity and discounted using the Group's cost
of capital. The key estimates for the value in use calculations are those regarding the discount rate used and expected future cash flows. Management
utilised the budget and discount rate consistent with those use inthe Group's underlying store impairment calculations. Management's value in use
calculation provided significant headroom over the carrying investment value.

Capital management
The Company follows the same capital management as the Group —see page 103 in the Group financial statements.

New standards, amendments and interpretations
Forthe latestamendments andinterpretations, please refer to page 89 in the Group financial statements.

Fixed assetinvestments
Fixed assetinvestmentsin subsidiary undertakings are recorded at cost plus incidental expenses less any provision for impairment.

Tradereceivables
Tradereceivables for the Company refer to prepayments made for services performedin the ordinary course of business. Trade receivables are
recognisedinitially at fair value and subsequently measured at amortised cost using the effective interest method, less provision forimpairment.

Trade payables
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.

Treasury shares

The Employee Benefit Trust (EBT) provides for the issue of shares to Group employees, principally under share option schemes. Sharesin the
Company held by the EBT are included in 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
takentoretained earnings. No gain or loss 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.
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Notes to the Company Financial Statements continued
For the year ended 25 July 2020

2. Accounting policies continued

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.

ScS Group plc Annual Report 2020

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 £3,612,000 (2019: £5,979,000).

4. Directors’ emoluments

No Executive Directors' received any remuneration for their services to the Company (2019: £nil). All Executive Directors' remuneration was borne
by another Group company, A. Share and 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 onpages 62 to 68.

The Company does not employ any staff other than the Non-Executive Directors noted above.

5. Investments

Subsidiary
undertaking
£000
Cost and net book value
At 27 July 2019 and 25 July 2020 70,000
The subsidiaries, which were owned and incorporated in the United Kingdom were are as follows:
Name Principal activity Class of shares held % ofholdings
110 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%
The registered 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.
The Directors believe that the carrying value of the investments is supported by managements value in use model (see note 2).
ScS Furnishings Limited is exempt from audit as itis dormant. It's aggregate amount of capitaland reservesis £1.
6. Trade and other receivables
2020 2019
£000 £000
Prepayments 27 4
7. Deferred tax
The Company’'s movements in deferred taxation during the current financial year and previous year are as follows: Yearended Yearended
25 July 2020 27 July 2019
€000 €000
Opening deferred tax liability - -
Credited to profit and loss account arising from the origination and reversal of temporary differences 149 -
Closing deferred tax asset 149 -
Deferred taxation has been fully provided for inrespect of: Yearended Yearended
25 July 2020 27 July 2019
£000 €000

Losses 149 -

Closing deferred tax asset 149 -




8. Trade and other payables

2020 2019
£000 £000
Amounts owed to Group undertakings 12,415 6,320
Accruals and deferredincome 148 168
12,563 6,488

Amounts owed to Group undertakings are unsecured, interest-free and repayable on demand.

9. Called-up share capital

Ordinary shares Share premium Total
Number of shares £'000 £'000 £'000
Asat 27 July 2019 40,009,109 40 16 56
Shares repurchased and cancelled (1,996,454) (2) - (2)
Asat 25 July 2020 38,012,655 38 16 54

Authorised, allotted and fully paid share capitalis 38,012,655 of £0.001 each (2019: 40,009,109 of £0.001 each).

On 8 November 2019, the Company acquired 1,996,454 ordinary shares at a price of 220.0 pence per ordinary share from related party Parlour Product
Holdings (LUX) S.A.R.L for a total consideration of £4,400,000. Following this purchase, the ordinary shares purchased by the Company were cancelled,
and the Company'sissued share capital subsequently consists of 38,012,655 ordinary shares, each with one voting right.

10. Dividends
Afinaldividend for the year ended 27 July 2019 of 11.20p was paid on 27 November 2019. It has been recognised in shareholders' equity in the year
to 25 July 2020.

Aninterim dividend of 5.50p per ordinary share was declared by the Board of Directors on 20 March 2020. However, the board did not feel it was
appropriate to pay the dividend when receiving government support. A final dividend has not been proposed.

At 25 July 2020 the retained earnings of the Company amountedto £57,726,000
11. Financialinstruments
The Company has financialinstruments, being trade receivables and trade payables, that arise directly fromits operations. The financialinstruments —

risk management policy has beenincludedin note 25 of the Group financial statements.

12. Treasuryreserve
Details of the Company's share capital and share buybacks are givenin note 28 of the notes to the Group financial statements.
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