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COMET PENSION SCHEME

TRUSTEE REPORT FOR THE YEAR ENDED 31 MARCH 2021

The Trustee presents to the members its annual report and financial statements for the year ended 31 March
2021.

Scheme Information

The Comet Pension Scheme is governed by the Consolidated Trust Deed and Rules, dated 15 January 2015,
including subsequent amendments.

The Scheme provides defined benefit pensions. The Scheme has been closed to new members since 1 April 2004
and to future service accrual since 30 September 2007.

Trustee Directors, with the exception of Member-Nominated Trustee Directors, are appointed and removed from
office by the Principal Employer in accordance with the Trust Deed. They have the responsibility for ensuring
that the Scheme is properly run in accordance with its governing documents, and in the best interests of the
members. During the year the Trustee met regularly to review the management of the Scheme and to monitor
the performance of the investment managers, administrators and advisers.

Groupe Fnac SA declared its offer for Darty plc (“Darty”) unconditional in all respects on 20 July 2016, and as a
result the shares in Darty were de-listed from the London Stock Exchange. Darty (now Darty Limited) remains
Comet Pension Scheme’s Principal Employer. The ultimate parent company of both Darty and the Scheme
trustee company, Comet Trustee Company Limited, is now Groupe Fnac SA.

Membership
The number of members as at the year-end was: 2021 2020
Deferred pensioners 2,816 2,888
Pensioners 2,008 1,966

Pension increases

All pensions in payment were increased in accordance with the Rules of the Scheme. Statutory increases are
applied to GMP earned after 5 April 1988. The remainder of a member's pension in payment increases in line
with the cost of living, up to a maximum of 5% (if accrued before 6 April 2005) or 2.5% (if accrued on or after
this date). On 1 April 2020 and 2021 the increases applied were as follows:

2021 2020

% %

GMP accrued after 5 April 1988 0.5 17
Pension above GMP accrued before 6 April 2005 1.2 2.2
Pension accrued after 5 April 2005 1.2 2.2

Deferred pensions in excess of the GMP are increased annually in line with the cost of living, up to a maximum
of 5%.

There were no discretionary increases made during the year.
Transfer Values

Cash equivalents payable (transfer values to other approved pension arrangements) are calculated and verified
as prescribed by Section 97 of the Pension Schemes Act 1993. No discretionary benefits are included.
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COMET PENSION SCHEME

TRUSTEE'S REPORT FOR THE YEAR ENDED 31 MARCH 2021 (continued)

Benefit/Scheme Changes

There were no substantive changes to the Scheme or the benefits provided in the year to 31 March 2021.
Financial Development of the Scheme

Changes in the Scheme’s net assets during the year were as follows:

£'000s
Net assets at 31 March 2020 528,775
Net withdrawals from dealings with members (12,885)
Net returns on investments 42,370
Net assets at 31 March 2021 558,260

The financial statements for the year have been prepared and audited in accordance with Sections 41(1) and (6)
of the Pensions Act 1995.

Taxation Status
The Scheme is a registered pension scheme within the meaning of Section 153 of the Finance Act 2004.
Socially responsible investments

The Trustee has delegated responsibility for the selection, retention and realisation of investments to the
investment managers (within certain guidelines and restrictions). The Trustee’s policy is that the extent to which,
social, environmental or ethical considerations are taken into account in the selection, retention and realisation
of investments is left to the discretion of the active investment managers.

Rights attaching to investments

The Trustee's policy is to delegate responsibility for the exercising of rights (including voting rights) attaching to
investments to the investment managers.

COVID-19

In early 2020, a new coronavirus, COVID-19, impacted a significant number of countries globally. COVID-19 has
caused disruption to economic activity which has been reflected in recent fluctuations in global stock markets
and, in turn, in the valuation of Scheme assets. The Trustee has designed and implemented the Scheme's
investment strategy taking a long-term view and has built in resilience to withstand short term fluctuations.
There has been no material impact to the value of the Scheme’s investments as a result of COVID-19 in excess
of the risk parameters and tolerances set by the Trustee. The Trustee is working with its advisers and the
Employer to ensure the continued smooth running of the Scheme and its investments. The Trustee has
concluded that the Scheme remains a going concern.

The Trustee Board carried out an extensive assessment to ensure that they could still effectively carry out its
duties to govern the Scheme. This included a review of third-party business continuity plans to ensure all
providers were able to maintain their services to a satisfactory level during the pandemic.

Enquiries

All enquiries about the Scheme and individual benefit entitlements should be addressed to the Scheme Trustee
c/o XPS Administration Limited, Phoenix House, 1 Station Hill, Reading, RG1 TNB.

Email: cometadmin@xpsgroup.com
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COMET PENSION SCHEME

TRUSTEE'S REPORT FOR THE YEAR ENDED 31 MARCH 2021 (continued)
MoneyHelper

MoneyHelper provides pension guidance, money guidance and debt advice. These services were previously
provided by three separate government entities; The Pensions Advisory Service (TPAS), Pension Wise and the
Money Advice Service. MoneyHelper can be contacted at:

MoneyHelper
Holborn Centre
120 Holborn
London ECIN 2TD

Tel: 0800 011 3797
Email: contact@maps.org.uk
Website: www.moneyhelper.org.uk

Pensions Ombudsman

If a member has a complaint against the Scheme that has not been resolved to his or her satisfaction through
the Scheme’s Dispute Procedure, the Government appointed Pensions Ombudsman can investigate complaints
of injustice caused by bad administration, either by the Trustee or Scheme administrators, or disputes of fact or
law. The Pensions Ombudsman can be contacted at:

10 South Colonnade
Canary Wharf
London E14 4PU

Tel: 0800 917 4487
Email: enquiries@pensions-ombudsman.org.uk
Website: www.pensions-ombudsman.org.uk

The Pensions Regulator (tPR)

The Pensions Regulator can intervene if they consider that a scheme’s trustee, advisers, or the employer are not
carrying out their duties correctly. The address for the Pensions Regulator is:

Napier House
Trafalgar Place
Brighton BN14DW

Tel: 0345 600 0707
Email: customersupport@tpr.gov.uk
Website: www.thepensionsregulator.gov.uk
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COMET PENSION SCHEME

TRUSTEE'S REPORT FOR THE YEAR ENDED 31 MARCH 2021 (continued)
The Pension Scheme Registry

The Scheme is registered with the Pension Scheme Registry which is part of the Pensions Regulator's office. The
registration number is 10269876. The data held by the Registry is used by the Pension Tracing Service to assist
former members of schemes to trace their scheme benefits. The Pension Tracing Service can be contacted at:
Pension Tracing Service
The Pension Service 9
Mail Handling Site A
Wolverhampton WV98 1LU

Tel: 0800 731 0193
Website: www.gov.uk/find-lost-pension

Data Protection

For the purpose of administering the Scheme and paying benefits under it, the Trustee and Employer each have
a legal obligation and a legitimate interest in processing data relating to members and beneficiaries who may
benefit as a result of their membership of the Scheme. This may include passing such data to the Scheme'’s
employer, prospective employers, administrators, auditors, investment managers, lawyers and medical advisers
and any other such third parties as may be necessary for the operation of the Scheme. The Trustee and Employer
are for these purposes Data Controllers under the Act.

The Trustee has undertaken work to ensure that the Scheme is compliant with the General Data Protection
Regulations that came into force in May 2018. A Privacy Notice was issued to members in May and the Trustee
approved a new Data Policy on 25 May 2018.
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COMET PENSION SCHEME

INVESTMENT REPORT FOR THE YEAR ENDED 31 MARCH 2021

The Trustee has continued to manage the investments in accordance with the agreed investment strategy as
set out in the Statement of Investment Principles. Each of the Scheme’s investment managers (as detailed below)
takes responsibility for the day-to-day decisions relating to each portfolio. The Trustee has taken steps to ensure
the investment managers and advisers have the appropriate knowledge and experience.

Objectives

In assessing the success of the investment performance, the key measurement used is the performance of the
assets relative to a proxy for the movement in liabilities - the Liability Related Objective (LRO).

Over this reporting year, the qualitative objectives for the Scheme were:

i.  Toensure that sufficient assets are available to pay out members' current and future benefits as and when
they arise.

i.  To maximise the funding level on an ongoing basis. In particular, given the Scheme recently reached a
100% level on the Technical Provisions basis, the Trustee has now set a target of reaching 115% funding
level to ensure greater security of paying member benefits.

In addition, the Trustee aims to minimise the risk of additional cash contribution requirements from the Principal
Employer in meeting the balance of the costs in underwriting the Scheme benefits.

In terms of monitoring the investment arrangements, the above objectives were translated into the following
quantitative measures, which are used as the main management tool:

= To achieve returns on the Scheme assets equal to the Liability Related Objective over rolling 3-year periods.
The Liability Related Objective is defined as Liability Benchmark Portfolio (“LBP") + 2.1% as at 31 March 2021.

» To aim to not breach a downside tolerance of the estimated change in liabilities less 4.4% p.a. on the
Scheme assets in any 12-month period.

The LBP is the estimated change in the Scheme’s liabilities, outside of the outperformance margin, which is
added separately, and is calculated by discounting the Scheme’s cash flows using interest rate swap and gilt
curves.

Independent oversight of the fiduciary manager
The Trustee has appointed IC Select to provide a fiduciary manager continuous oversight service.

As required by the CMA Order, the Trustee undertook a formal review of the fiduciary management element of
the Scheme’s assets and in December 2020, following a successful tender by River & Mercantile, agreed to move
to a full fiduciary management arrangement, which was completed by 30 June 2021.

Investment Performance

During the year to 31 March 2021, the Scheme'’s investment strategy returned 8.0% outperforming the Liability
Benchmark Objective by 7.5%. Over the 3-year period the annualised return was 5.2% versus a target of 4.6%.
The Scheme has outperformed its benchmark over the year as a consequence of the strong rebound in growth
assets following the significant market falls due to COVID-19 in Q1 2020.
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COMET PENSION SCHEME

INVESTMENT REPORT FOR THE YEAR ENDED 31 MARCH 2021 (continued)
Investment Performance (continued)

The following table illustrates the performance of the Scheme’s investments over the 12 months and 3 years (or
since inception if shorter) to 31 March 2021.

12 months to 3 years (per annum) to

Asset Class Manager
9 31 March 2021 31 March 2021

Fund Benchmark ‘ Fund Benchmark

Off-Risk Assets®
. River and 06
UK Gilts . 0. n/a 3.9 n/a
Mercantile
On-Risk Assets
Active River and
Structured Mercantile? 75 2.9 7-5 2.9
Equity ("ASE")
Dynam'lc Asset Threadneedle 20.0 4.7 4.9 5.4
Allocation
Insurance Linked | | __qenpall 5.0 31 33 37
Securities
Broad bonds PIMCO 13.4 13.7 4.6 3.9
Opportunistic River and 105 5.2 0.2 56
Mandate Mercantile3
Cashflow Matching Assets
Buy and I 8
.5 8.1 3.3 4.5
maintain credit Insight
Total Fund
Return All 8.0 0.5 5.2 4.6
(including
swaps)

*Off-Risk Assets return includes a small contribution from the LGIM Cash fund. Note the performance numbers
exclude the performance of the swaps. Instead, the swap performance is included in the Total Fund Return.

2Inception date in April 2020
3Inception date of 1 July 2019
“Inception date of 3 May 2018

Market Review

Over the year to 31 March 2021 return-seeking asset classes performed extremely positively as they bounced
back strongly from the falls experienced at the start of the pandemic in March 2020. Unprecedented levels of
fiscal and monetary stimulus injected by central banks and governments around the world, news of effective
vaccines and the pace of the vaccination rollout programs had a positive effect on equity markets resulting in
four consecutive quarters of strong equity performance. Gilt yields rose over the year and credit spreads
tightened.
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COMET PENSION SCHEME

INVESTMENT REPORT FOR THE YEAR ENDED 31 MARCH 2021 (continued)
Market Review (continued)

In Q2 2020, the prospect of economies re-opening and the enormous amount of fiscal and monetary stimulus
announced served to support growth asset prices and was seen to outweigh the impact of lockdown restrictions
on economic growth, corporate revenues and earnings. The Federal Reserve expanded their quantitative easing
programme, announcing they would be buying corporate bonds from the market for the first time. The
European Central Bank promised further stimulative measures, with the announcement of another €750 billion
EU Recovery Package. The Bank of England voted twice to keep base rates at 0.1% and announced an additional
£100 billion of government bond buying. The Bank's announcements pushed gilt and swap yields lower over
the second quarter. Global equity markets rebounded sharply over the quarter despite escalation in US-China
tensions. However, the strong rebounds were dominated by certain sectors such as Technology and Healthcare,
with others faring considerably less well and remaining well below the levels set at the beginning of the year.

Global equities gained over Q3, with emerging markets outperforming developed market equity, despite an
escalation in US China tensions. UK equities continued to perform poorly, as exposure to banks, real estate, the
suppressed oil price, and a lack of exposure to online businesses weighed on performance. European equities
lagged as the region saw a resurgence in virus cases and the prospect of renewed shutdowns. The Eurozone
slid into deflation in Q3 for the first time in four years, despite unprecedented levels of stimulus. Gilt and other
government bond yields rose over Q3. The US Federal Reserve made a significant announcement, that it would
tolerate higher inflation, dispensing with its 2% target in favour of a 2% average level. In response, investor
expectations strengthened that highly accommodative monetary policy will remain in place for a long time to
come, which partially dampened the rise in yields.

The final quarter of 2020 was another strong quarter for equities resulting in double digit performance in all
major regions in local currency (with high single digits in GBP terms). October experienced a decline in markets
due to the uncertainty presented by the US presidential election and resurgence of Covid-19 cases leading to
renewed widespread restrictions. The relatively decisive outcome of the US election in November combined
with the positive developments of a COVID-19 vaccine resulted in a sharp rally in equities over November. Plans
for widespread roll-out of a COVID-19 vaccine, increased likelihood of a new US stimulus bill, and the UK and
European Union'’s trade and cooperation agreement, fuelled strong performance in most equity markets. Market
leadership began to change, with cyclical sectors such as financials and energy rallying in comparison to
defensive sectors, the relative winners of the pandemic.

The start of the first quarter of 2021 was initially sluggish, characterised by rising government bond yields, with
both UK and US 10-year yields rising to well above levels not seen since the start of the pandemic in 2020. This
had a negative effect overall on equity markets, particularly on less cyclical sectors that were relatively
expensively priced. Nevertheless, equities continued to rise toward the end of the quarter after successful
vaccination programs in developing countries and significantly increasing stimulus agreed in the US. The quarter
saw dramatic falls in government bond prices globally as investors sold holdings amid growing concern of
inflationary pressure caused by the large stimulus packages from governments. The market stabilised toward
the end of the quarter as restrictions began to lift and the economic outlook became increasingly positive,
offsetting some of the inflationary fears.

The significant rise in bond yields over Q1 2020 led to a rise in gilts yields over the year. Credit spreads tightened
over the year as the perceived riskiness of corporates reduced following unprecedented global stimulus.

Sterling appreciated against the US Dollar, Euro and Yen over the course of the 12-month period.

Page 10



COMET PENSION SCHEME

INVESTMENT REPORT FOR THE YEAR ENDED 31 MARCH 2021 (continued)
Investment Strategy

As at 31 March 2021, the target allocation for the Scheme consists of 20% invested in “off-risk” assets (which
includes a liability hedge), 20% invested in “cashflow matching” assets (assets that provide income to help meet
the Scheme’s benefit payments) and 60% invested in growth assets (return generating assets i.e. those that are
“on-risk").

The liability hedge is made up of a series of interest rate and inflation derivative based contracts together with
a portfolio of government bonds (used as collateral for the contracts), with a view to closely match changes in
value in the Scheme’s liabilities.

The cashflow matching assets are invested in pooled funds which hold corporate bonds on a ‘buy and maintain’
basis and whose coupon and principal payments are tailored to meet the Scheme’s cashflow profile. The interest
rate exposure of the buy and maintain credit allocation is allowed for in the liability hedge.

The remaining 60% of the Scheme’s assets are invested in a diversified portfolio of assets aimed at generating
return whilst maintaining an acceptable level of risk in accordance with the Scheme objectives. Within this
allocation the Trustee has an allocation to Active Structured Equity, which is a portfolio of rolling equity option
structures which in aggregate, aim to generate a return in excess of SONIA (i.e. cash) + 3.25% p.a. Selection of
parameters for structures is delegated to River and Mercantile who implement structures in line with market
views. Both Active Structured Equity and the derivatives in the liability hedge are supported by a shared collateral
pool of cash and UK Government Bonds.

The Trustee monitors the performance of the liability hedge on a regular basis and the Scheme’s manager
independently checks the counterparty valuations daily.

As at 31 March 2021, the investment allocation strategy being followed by the Trustee was as tabled below.

Asset Class % Manager Benchmark ‘
On-risk assets 60.0
Active Structured Equity 15.0 | Riverand SONIA Total Return +3.25% p.a.
Mercantile
Dynamic Asset Allocation 12.0 | Threadneedle UK CPI EU Harmonised NSA +4.0% p.a.
Broad Bonds 14.0 | PIMCO PIMCO Diversified Income Benchmark
Insurance Linked Securities 4.0 Leadenhall US 3 Month T-Bills +3.0%
Opportunistic Mandate 15.0 | Riverand 3-month LIBOR + 5.0% p.a. until 30
Mercantile September 2020, SONIA Total Return
+5.125% thereafter
Cashflow Matching Assets 20.0
Buy & Maintain Credit 20.0 | Insight Weighted Average of Manager
Benchmarks
Off-risk assets 20.0
Liability Hedge 20.0 | Riverand n/a
Mercantile
Total 100.0

The Trustee recognises that with the movement of markets generally, and differing asset classes specifically,
allowance must be given to permit the allocation to each part of the agreed strategy to operate around this
core allocation. Investments are permitted to vary within a range of +/-5% of the core allocation. Should they
fall outside their range at the end of the quarter then the Trustee will review the position and decide how to act.

The main changes made to the investment strategy over the course of the year by the Trustee were:
- Terminate EDOS9 (a 3-year fixed term equity structure) and allocate the proceeds to Threadneedle

- Fund the allocation to Active Structured Equity using the proceeds from EDOS8
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COMET PENSION SCHEME

INVESTMENT REPORT FOR THE YEAR ENDED 31 MARCH 2021 (continued)

Custody Arrangements

Most of the assets are held in pooled funds by the Investment Managers and so the Trustee has effectively
delegated the custody of the investments of the Scheme to the Managers and their custodians. For the Liability
Hedge, Equity Structured Solutions and the discretionary Opportunistic mandate the Trustee has appointed
CACEIS Bank (formerly KAS Bank).

Statement of Investment Principles

In accordance with the Pensions Act 1995, the Trustee has prepared a Statement of Investment Principles, which
describes the key elements of the investment arrangements of the Scheme. Copies of the statement are
available on the pension website, www.comet-pensions.co.uk.

Investment Manager Fees

The investment management fees incurred by the Scheme are summarised below. Please note that the figures
quoted here are estimates since extracting the precise fee from daily unit prices would be a time-consuming
exercise:

Fees % of Net Assets
Year Ending 31 March 2017 £2,013,000 0.4%
Year Ending 31 March 2018 £2,322,000 0.4%
Year Ending 31 March 2019 £1,991,000 0.4%
| Year Ending 31 March 2020 | £1,821,000 0.3%
| Year Ending 31 March 2021 | £2,183,000 | 0.4%

Fees are exclusive of any VAT that may be payable.
Employer Related Investments

There were no employer related investments during the year.
Financially material considerations

The investment managers have been asked to take ESG (environmental, social and corporate governance)
factors and climate change risks into consideration within their decision-making as the Trustee believe these
factors could have a material financial impact in the long-term.

Non-financial matters

To ensure that the funds represent appropriate value for money. This may include consideration of factors such
as performance, volatility of returns, cost effectiveness and non-financial matters.

Exercise of rights (including voting rights)

The Trustee expects Investment Managers to make decisions in the long-term interests of the Fund. The Trustee
expects engagement with management of the underlying issuers of debt or equity and the exercising of voting
rights, on the basis that such engagement can be expected to help Investment Managers to mitigate risk and
improve long term returns.

Stewardship

The Investment Managers utilised by the Fund have also produced individual statements on their compliance
with the UK Stewardship Code, as published by the Financial Reporting Council. This code aims to enhance the
quality of engagement between investors and companies to help improve long-term risk-adjusted returns to
shareholders and includes details on matters such as voting rights.
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COMET PENSION SCHEME

INVESTMENT REPORT FOR THE YEAR ENDED 31 MARCH 2021 (continued)
How targeted portfolio turnover or turnover range is to be defined and monitored

The Trustee requires the Investment Managers to report on actual portfolio turnover at least annually, including
details of the costs associated with turnover, how turnover compares with the range that the Investment
Manager expects and the reasons for any divergence.

How the Trustee manages actual and potential conflicts of interest in relation to their engagement

If the Trustee becomes aware of an Investment Manager engaging with the underlying issuers of debt or equity
in ways that they deem inadequate or that the results of such engagement are mis-aligned with the Trustee
expectation, then the Trustee may consider terminating the relationship with that Investment Manager.

Details of Trustee arrangements with their asset managers

The Investment Managers are authorised and regulated to provide investment management services to the
Fund. Within the UK, the authorisation and regulation of the Investment Managers falls under the Financial
Conduct Authority (FCA). Specific products in which the Fund invests may also be regulated by the Prudential
Regulatory Authority (PRA). For non-UK Investment Managers, authorisation and regulation is undertaken by
the home state regulator.

The duration of the arrangement

Appointments of Investment Managers are expected to be long-term, but the Trustee will review the
appointment of the Investment Managers in accordance with their responsibilities. Such reviews will include
analysis of each Investment Manager's performance and processes and an assessment of the diversification of
the assets held by the Investment Manager.

How the Fund incentivises the asset manager to align investment strategies and decisions

Investment Managers are incentivised to perform in line with expectations for their specific mandate as their
continued involvement as Investment Managers as part of the Fund’s investment strategy — and hence the fees
they receive are dependent upon them doing so. They are therefore subject to performance monitoring and
reviews based on a number of factors linked to the Trustee expectations.

The criteria by which the Trustee will select (or deselect) the Investment Managers include:
« Parent - Ownership of the business;
* People - Leadership/team managing the strategy and client service;
* Product - Key features of the investment and the role it performs in a portfolio;

» Process - Philosophy and approach to selecting underlying investments including operational risk
management and systems;

« Positioning - Current and historical asset allocation of the fund;
* Performance - Past performance and track record;
* Pricing - The underlying cost structure of the strategy;

» ESG - Consistency and extent to which ESG analysis is incorporated into the process of selecting
underlying investments; and

» An Investment Manager may be replaced, for example (but not exclusively), for one or more of the
following:

> The Investment Manager fails to meet the performance objectives set out in Appendix Il of the
SIP; and

> The Trustee believes that the Investment Manager is not capable of achieving the performance
objectives in the future; and

> The Investment Manager fails to comply with this Statement.
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COMET PENSION SCHEME

INVESTMENT REPORT FOR THE YEAR ENDED 31 MARCH 2021 (continued)
ESG (Environmental, Social and Governance) Policies

The Trustee requires the Fund's Investment Managers to take ESG and climate change risks into consideration
within their decision-making, in relation to the selection, retention or realisation of investments, recognising that
how they do this will be dependent on factors including the characteristics of the asset classes in which they
invest.

How they monitor the investee company on capital structure

The Trustee encourages Investment Managers to engage with investee companies and vote whenever it is
practical to do so on financially material matters such as strategy, capital structure, conflicts of interest policies,
risks, social and environmental impact and corporate governance as part of their decision-making processes.
The Trustee requires the Investment Managers to report on significant votes made on behalf of the Trustee.
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