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COMET PENSION SCHEME

TRUSTEE’S REPORT FOR THE YEAR ENDED 31 MARCH 2022

The Trustee presents to the members its annual report and financial statements for the year ended
31 March 2022.

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.

GMP Equalisation

On 26 October 2018, the High Court handed down a judgement involving the Lloyds Banking Group's defined
benefit pension schemes. The judgement concluded the schemes should be amended to equalise pension
benefits for men and women in relation to guaranteed minimum pension benefits. On 20 November 2020, the
High Court also ruled that pension schemes will need to revisit individual transfer payments made since May
1990.

Under the rulings, pension schemes are required to backdate benefit and transfer out adjustments in relation
to GMP equalisation and provide interest on the backdated amounts. Based on an initial assessment of the likely
backdated amounts and related interest, the Trustee does not expect these to be material to the financial
statements and therefore have not included a liability in respect of these matters in these financial statements.
They will be accounted for in the year they are determined.

Membership
The number of members as at the year-end was: 2022 2021
Deferred pensioners 2,697 2,816
Pensioners 2,098 2,008

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 2021 and 2022 the increases applied were as follows:

2022 2021

% %

GMP accrued after 5 April 1988 3.0 0.5
Pension above GMP accrued before 6 April 2005 5.0 1.2
Pension accrued after 5 April 2005 2.5 1.2

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.
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COMET PENSION SCHEME

TRUSTEE'S REPORT FOR THE YEAR ENDED 31 MARCH 2022 (continued)
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.

Benefit/Scheme Changes
There were no substantive changes to the Scheme or the benefits provided in the year to 31 March 2022.
Financial Development of the Scheme

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

£'000s
Net assets at 31 March 2021 558,260
Net withdrawals from dealings with members (15,476)
Net returns on investments 27,841
Net assets at 31 March 2022 570,625

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.

Going concern

The Trustee of the Scheme has made an assessment on going concern and given the funding position and the
support from the Principal Employer, the Trustee concludes that the Scheme retains sufficient liquidity that the
going concern basis remains appropriate for the foreseeable future and at the very least for the next twelve
months.

In February 2022 Russia launched a full-scale invasion of Ukraine resulting in Western Nation reactions including
announcements of sanctions against Russia and Russian interests worldwide and FCO advice against travel to
the region. Although the situation is still developing as at the date of this report, the Trustee Directors are
satisfied that the administration and management of the Scheme have not been significantly affected. The
Trustee Directors are satisfied that the Principal Employer is continuing its operations with minimal disruption.

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.

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 INB.

Email: CometAdmin@xpsgroup.com
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COMET PENSION SCHEME

TRUSTEE'S REPORT FOR THE YEAR ENDED 31 MARCH 2022 (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: pensions.enquiries@moneyhelper.org.uk
Website: www.monevhelper.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

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 7310193
Website: www.gov.uk/find-lost-pension
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COMET PENSION SCHEME

TRUSTEE'S REPORT FOR THE YEAR ENDED 31 MARCH 2022 (continued)
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.
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COMET PENSION SCHEME

INVESTMENT REPORT FOR THE YEAR ENDED 31 MARCH 2022

The Trustee has continued to manage the investments in accordance with the agreed investment strategy as
set out in the Statement of Investment Principles. The Scheme’s investment manager takes responsibility for the
day-to-day decisions relating to the portfolio. The Trustee has taken steps to ensure the investment manager
and adviser has the appropriate knowledge and experience.

During the Scheme year, Schroders IS Limited (‘Schroders Solutions’) changed from an advisory role, where
multiple investment managers were engaged, to full fiduciary management. All investments held with other
investment managers were re-registered to be under Schroders Solutions’ discretion under the full fiduciary
management arrangement.

Implementation statement

The Implementation Statement is included on pages 36 to 48 and is also available on www.comet-
pensions.co.uk.
Investment Strategy

The Trustee’s long-term objective for the Scheme is to target an investment return objective of approximately
2.5% per annum (net of fees) in excess of the returns on the Liability Benchmark.

In addition to framing the investment objective, the Trustee is responsible for setting the split of assets between
return-seeking assets (known as the Growth Assets) and liability-matching assets (known as the Liability Hedging
Assets).

Based on consideration of the Scheme’s liabilities and the desired investment objective, the Trustee has adopted
a 45% Growth Assets/20% Liability Hedging Assets/15% Active Structured Equity/20% Cashflow Matching Credit
Assets split. The investment manager has discretion to implement the Trustee's investment strategy to meet the
objective, as described below.

Statement of Investment Principles

In accordance with the Pensions Act 1995, the Trustee has prepared a Statement of Investment Principles (SIP),
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 Arrangements

The Trustee has entered into an Investment Management Agreement with Schroders Solutions as the
investment manager of the portfolio of the Scheme’s assets and investments.

The Trustee has chosen to implement their investment strategy through Schroders Solutions’ Fiduciary
Management service, an implemented solution which allows trustees to retain ownership of those decisions
which have the greatest importance to the Scheme'’s investment strategy — framing objectives, allocations to
on-risk/off-risk assets, risk tolerance — whilst delegating other decisions to Schroders Solutions.

In addition, the Trustee has appointed CACEIS as custodian of the Scheme’s assets.
Liability Hedging Assets (LHA)

The LHA is invested in a portfolio of directly held gilts, which is expected to move closely in line with the rise
and fall in liability values, thus providing a degree of protection to the Scheme’s funding position. The objective
for the LHA is to reduce the interest rate and inflation risk inherent in the liabilities.

The LHA also contains OTC derivatives, which extend the liability matching provided by the gilts to changes in
interest rate and inflation expectations.
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COMET PENSION SCHEME

INVESTMENT REPORT FOR THE YEAR ENDED 31 MARCH 2022 (continued)
Growth Assets (GA)

The GA hold a diverse portfolio of assets that are expected, in the longer term, to exceed the growth in the
value of the Scheme’s liabilities. The objective for the GA is to achieve a return of at least 4.125% per annum in
excess of the return of cash, after the deduction of fees, over rolling three-year periods.

During the year, the GA has been invested in a diversified portfolio of equities; global government, high yield,
and emerging market bonds; and alternative assets such as hedge funds and leveraged loans.

The following table shows the asset class restrictions of the GA as well as the asset allocation as a proportion of
the GA at the current year end:

Asset Class Min (%) Max (%) 31 March 2022
(%)
Equities 25 65 44.6
Property - 10 59
Return Seeking Credit - 30 12.8
Commodities - 15 2.5
Alternatives - 30 14.4
Cash & Sovereign Bonds - 40 19.8
Total 100.0
Other restrictions
Equities & Commodities 25 65 471
Sub-Investment Grade Debt - 20 3.9
Equities & Sub-Investment Grade Debt 25 70 48.5

Please note clean values have been used where applicable. All restrictions expressed as a proportion of the Growth Assets. Currency
hedging is not included in the figures above.

Investment Performance

Performance of the Scheme’s assets against the objectives is shown below:

Portfolio Section Since Inception
%
Growth Assets 1.0%
Objective 2.5%
Relative (15)
Total Portfolio 0.4)
Objective 0.1%
Relative (0.5)

Past performance is not a guide to future returns. The value of investments and the income from them can fall as well as rise and you may
not get back the full amount originally invested.

Performance is shown net of fees to the extent that fees are paid from assets. 12 months, 3 and 5-year returns are not available as the
Scheme's inception date into Schroders Solutions' Fiduciary Management Service is 30/06/2021.

Long term annualised performance for total invested assets, when ignoring the transfer of Scheme assets to the
Schroders Solutions’ Fiduciary Management Service, was as 4.9% (benchmark 3.5%) for 3 years and 4.1%
(benchmark 3.2%) for 5 years. Growth assets performance for 3 and 5 years was 6.2% (benchmark 3.8%) and
4.0% (benchmark 3.7%) respectively.

Employer Related Investments

There were no employer related investments during the year.
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COMET PENSION SCHEME

INVESTMENT REPORT FOR THE YEAR ENDED 31 MARCH 2022 (continued)
Corporate Governance and Stewardship

The Trustee and investment manager have agreed, and will maintain, formal agreements setting out the scope
of the investment manager's activities, charging basis and other relevant matters. The investment manager has
been provided with a copy of the SIP and is required to exercise its powers with a view to giving effect to the
principles contained herein and in accordance with subsection (2) of Section 36 of the Pensions Act 1995.

The Trustee has appointed the investment manager to implement the Scheme's investment strategy. The
investment manager manages assets directly on behalf of the Trustee as well as having delegated authority to
appoint, monitor and change the underlying managers.

The investment manager is appointed to carry out its role on an ongoing basis. The Trustee periodically reviews
the overall value-for-money of using Schroders Solutions, and information in relation to costs associated with
investing is included in the quarterly monitoring report. The Trustee is satisfied that these arrangements
incentivise the investment manager:

e to align its investment strategy and decisions with the Trustee's investment policies, such as their return
target and the restrictions detailed in the Investment Management Agreement, and

e to assess and make decisions based on the medium-to long-term financial and non-financial performance
of issuers of debt or equity, and to engage with such issuers to improve this medium to long-term
performance. The success of such engagement will contribute to the Scheme's performance, which is
measured relative to the Trustee's long-term performance objectives.

The Scheme's investments are generally made via pooled investment funds, in which the Scheme's investments
are pooled with those of other investors. As such, direct control of the process of engaging with the companies
that issue these securities, whether for corporate governance purposes (such as capital structure) or other
financially material considerations, is delegated to the underlying managers.

The Trustee has delegated responsibility for monitoring and voting on decisions relating to their underlying
manager holdings to the investment manager. The investment manager has in place a voting policy which sets
out how it will aim to vote at a general meeting of a pooled fund. For any special resolutions or extraordinary
general meetings, the proposed votes of the investment manager are subject to additional sign-off by the
appropriate representative from the investment manager.

The investment manager undertakes regular reviews of all underlying managers. These reviews incorporate
benchmarking of performance and fees, with some managers on performance-related fees as well as
performance reviews (including understanding key drivers of performance), investment due diligence meetings
and operational due diligence reviews. The investment manager reviews the governance structures of
underlying managers, as well as assessing whether their fees, expenses (and any other charges) are in line with
industry peers at inception and from time to time whilst invested.

Where it can be determined, the investment manager assesses whether underlying manager remuneration
arrangements are aligned with the Trustee's objectives. The method and time horizon for evaluating and
remunerating underlying managers is determined by criteria set by the investment manager, as detailed above.

The Trustee acknowledges the inherent potential for conflicts of interest which exist as part of ongoing
investment management business activities. As an FCA regulated firm, the investment manager is required to
prevent or manage conflicts of interest. Where underlying managers are also regulated, they are likely to be
subject to such requirements to manage conflicts of interest as are applicable in their jurisdiction of
incorporation or operations. The investment manager directly monitors these as part of their regulatory filings
(where available), the investment manager also monitors this as part of ongoing review. The Investment
Manager's Conflict of Interest policy is available publicly here: https://www.schroders.com/en/identification-
and-management-of-conflicts-of-interest/.

The investment manager oversees the turnover costs incurred by underlying managers as part of its ongoing
monitoring process and evaluates such costs to determine if they are in line with peer groups and the investment
manager's expectations. Where there are material deviations the investment manager engages with underlying
managers to understand the rationale for such deviations and take appropriate action
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COMET PENSION SCHEME

INVESTMENT REPORT FOR THE YEAR ENDED 31 MARCH 2022 (continued)
Financially material investment considerations

The Trustee policy is to delegate consideration of financially material factors, including environmental, social
and governance factors ("ESG") to the investment manager who considers these when constructing the portfolio,
including looking at underlying managers. All references to ESG relate to financial factors only. As part of their
ongoing monitoring, the Trustee reviews some key metrics on a regular basis that are provided by the
investment manager covering ESG which enable them to engage with the investment manager and understand
the impact of ESG on the portfolio.

ESG factors and stewardship are considered, in the context of long-term performance, by the investment
manager as part of the manager selection criteria. This review occurs before they are approved for investment
in the portfolio. Once an underlying manager is appointed, the investment manager monitors the ESG
implementation and ongoing compliance with other factors, such as stewardship, as a part of overall
engagement.

Non-financial matters

The Trustee does not at present take into account non-financial matters (such as members' ethical
considerations, social and environmental impact matters or future quality of life considerations for members
and beneficiaries) when making investment decisions as there is no likely common view on any ethical matters
which members are likely to hold. At this time the Trustee has no plans to seek the views of the membership on
such non-financial and/or ethical considerations.

Market Background

Global equities rose over the year despite the challenges towards the end of the period due to the war in
Ukraine. Concerns over rising inflation led to central banks increasing interest rates and government bond yields
rose over the year. Commodity prices soared.

At the start of the second quarter of 2021 global equities performed strongly, supported by the accelerating
roll-out of Covid-19 vaccines. Growth stocks outperformed more lowly valued parts of the market. Government
bond yields stabilised somewhat over the Q2 2021, after Q1 saw rates rise dramatically. The rise in yields seen in
Q1 began to reverse but yields were higher than those seen six months ago. Corporate bonds outperformed
government bonds. The quarter was particularly strong for US share prices, with data showing GDP growth of
6.4%. European shares were also stronger in Q1 as Covid-19 infection numbers fell and many countries were
able to loosen restrictions on economic and social activity. UK equities also performed well, while Japanese
shares underperformed other developed markets.

The third quarter saw a marginal decline in global equity markets in local currency terms, in contrast to the
strong equity rally seen over the prior five quarters since the selloff in Q1 2020. Equity performance in regions
diverged, with developed markets largely flat and emerging market shares underperforming amid a sell-off in
China. This was triggered by concerns over the ability of Chinese property company Evergrande to service its
debts. The Evergrande situation sparked global investor concerns over potential spill over risks. Global sovereign
bond yields including gilt yields increased over the quarter while inflation expectations rose. Commodity prices
continued to rise over the quarter due to supply chain bottlenecks and rises in energy prices.

Over the final quarter global share prices were stronger as investors focused on economic resilience and
corporate earnings. In bond markets, government bonds outperformed corporate bonds. Markets began to
price in a faster pace of interest rate rises in the US. Commodities also saw a positive return as industrial metals
gained. US equities were robust despite a weaker November, during which fears over rising cases of the Omicron
variant of Covid-19 and the speed of the Federal Reserve's (Fed) asset tapering had weighed. UK and European
shares also gained, while emerging market and Asia Pacific ex Japan shares underperformed amid fears that the
emergence of the Omicron variant would derail the global economic recovery.
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COMET PENSION SCHEME

INVESTMENT REPORT FOR THE YEAR ENDED 31 MARCH 2022 (continued)
Market Background (continued)

Over the first quarter of 2022, Russia’s invasion of Ukraine in late February caused a global shock. The grave
human implications fed through into markets, with equities declining and bond yields rising (meaning prices
fell). Commodity prices soared given Russia is a key producer of several important commaodities including oil,
gas, and wheat. This contributed to a further surge in inflation as well as supply chain disruption. Elsewhere,
Chinese equities were negatively affected by renewed Covid-19 outbreaks, leading to new lockdowns in some
major cities.

US stocks fell in the first quarter of 2022. Russia’s invasion of Ukraine drew widespread condemnation and
elicited a range of strict sanctions from the US and its allies. The invasion amplified existing concerns over
inflation pressures, particularly through food and energy although economic data otherwise remained stable.
The Fed raised interest rates by 0.25%, with further hikes expected through the rest of 2022. European shares
fell sharply in the first quarter. The region has close economic ties with Ukraine and Russia, particularly when it
comes to reliance on Russian oil and gas. UK equities were resilient as investors began to price in the additional
inflationary shock of Russia’s invasion of Ukraine. The Bank of England increased its base rate by 0.5% over the
quarter to 0.75%.
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