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"With a strong balance sheet and category leading
positions within substantial end markets that continue
to benefit from long-term structural growth, we have
confidence in our ability to deliver long-term value for
shareholders.

Our entrepreneurial culture is prevalent across the
organisation, with our people rising to the challenges
presented to them during the year with resilience and
tenacity, with high-performing, diverse teams being
central to our ongoing success.”

C\K Click here to watch our review of the year



Highlights

THG

Revenue Adjusted EBITDA

2020 _ J £1,613.6m 2020 _:l £150.8m
Adjusted EBITDA margin Reported operating loss

2022 - | 2.9% 2022 - | £495.6m
2021 _:] 74% 2021 . l £1375m

Strategic progress

- THG Ingenuity gaining momentum following the pivot to
focus on higher value and ultimately higher margin contracts

- Successful completion of the divisional recrganisation
with cost savings and efficiencies implemented in FY 2022

- Simplification of the Group feading to a strategic review
of loss-making categories end territories, underpinning
FY 2023 profitability improvements

+ Strategic partnerships and alliances entered into across
THG Beauty, THG Nutrition and THG Ingenuity

THG Awards

CIOI00  poscene,

AWARDS 7N cssoc% ion

* EUROPEAN SPECIALIST

Financial performance

« Record sales of £2.2 billion

. Significant investment in price strategy impacting

gross margins to support long-term customer retention

« Lower level of prefitability due to challenging

macroeconomic environment and significant
cost inflation across major cost lines

- New £156 million term loan further strengthened the
balance sheet with ¢. £640 million of cash and available
facilities at year end

R o

kPME!

SPORTS NUTRITION
AWARIS

#1 CIO in the UK
(Joanna Drake)

CIC UK 100 Awards

Contact Centre Support
Team of the Year
(Silver) (Group)

Call Centre Management
Association Awards

Most Exciting
Partnership
{Hotel Chocelat X Myp)

European Specialist
Sports Nutrition Allance

Winner in the
Shopping App
Campaign category
App Growth Awards 2022

10" in Top Customer

Service Experience,

Non-Grocery Retail
(Lockfantastic)

KPMG Customer
Experence 2022
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Chair's
introduction

Charles Allen,
Lord Allen of
Kensington CBE

Independent
Non-Executive Chair

Introduction

Welcome to our 2022 Annual Report. Having been
appointed just over a year ago, | am delighted to have
had the opportunity to get to know the business over that
period and remain highly impressed with the talent and
culture which is evident throughout the organisation.

The past year has been marked by a number of external
challenges — from Covid-19 and its various impacts still
lingering in certain territories, 1o rising inflation and the war
in Ukraine. And whilst these external factors have impacted
consumer confidence and added inflationary pressures to
our cost base, the management team have worked hard to
mitigate their effects, piveting to focus on cash generation,
strengthening the balance sheet, reducing costs and, in turn,
delivering a robust set of financial results.

More than that, though, these past 12 months have been one
of change and development for THG. | joined the Group as
Chair with a clear mandate: to strengthen the governance
and with Matt Moulding, the Group CEQ, review and refine
the Group's strategy. We have refreshed THG's Board and with
Matt, developed the management team. There is still more to
do but we've made significant progress as | will set out below.

Board composition
and management

We continued to strengthen our Board composition during
2022, seeking to enhance the skills, experience, knowledge
and diversity and were pleased to welcome Dean Maoaore and
Gillian Kent as independent NEDs in September 2022, both
of whom bring significant experience and insight from their
previous industry roles, Following a review of THG's leadership
needs, we announced two changes to the Exacutive
Leadership Team at the beginning of 2023 - the appointment
of Damian Sanders, farmer independent NED and chair of
the Audit Committee, to CFO and the appointrment of John
Gallemore, the incumbent CFG, to COQO.
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During 2022 we also saw Dominic Murphy, Tiffany Hall,
Zillah Byng-Thorne and Dr Andreas Hansson step down
from the Board and |, together with my other Board
members, would like to thank them all for their valuable
contributions during their tenures with THG. Further
information on the Board changes which took place during
2022 can be found within the Governance Report and the
Namination Committee Report.

Organisational development

In July 2022 we announced the legal completion

of the internal separation of our key trading Divisions,

an important landmark in the continued development

of the Group and a significant undertaking that was
completed on track and on time. The Board believes

that this separation provides material optionality and
flexibility for cur key trading Divisions 1o enter into future
strategic partnerships, generating value aceretion for all
shareholders. As you will see from our published accounts
for FY22, the separation aliows us to repert on a divisional
basis (with comparative figures for FY21 pravided also),
adding a new level of transparency to our financial reparting,
and providing the opportunity to demanstrate the true value
of our three world-class businesses: THG Beauty,

THG Nutrition and THG Ingenuity,

People and diversity

Qur values, culture and people have, collectively, allowed

us to make substantial progress against cur strategic priorities.
The Senior Management team has demonstrated its
axperience and keen zbility to drive progress, and | have

been pleased to see the impressive work undertaken across
all our operating Divisions, as they grow and expand their
respective customer and client propositions.

Our ambitions to drive sustainable, profitable growth and long-
term value creation are supported by a dedicated and diverse
workforce. Retaining and developing talent is a key priority for
THG and we empower our colleagues to make a difference.

During 2022 we set cut to add a fifth Company ‘value' -
alongside Leadership, Innovation, Decisiveness and Ambition
- and were incredibly pleased with the level of engagement
from our global colleagues who overwhelmingly suggested
Collaboration as the value most reflective of their THG
experience. This selection is testament to the central place
that collaboration plays in the culture of THG, from how we
view our relationships with each other as colleagues, to the
partnerships we form with our clients to drive mutual success.



Stakeholder engagement

As Chair | have been fortunate to spend time with many

of our shareholders, particularly consulting on their views
when the Board was appraising the bid approaches
received during the first half of 2022. As we announced

to the market at the time, the Board was unanimous that
the offers were unacceptable and significantly undervalued
the Company. | have listened to Shareholder feedback

and have begun to implement positive changes to our
engagement and communications strategy which wilf
continue over the course of 2023,

Continued strategic delivery

Against all this, we have continued tc execute our strategy
successfully and have done so whilst continuing to invest in
our future growth, rolling out fulfiiment and manufacturing
infrastructure around the globe, ensuring we are well-
placed in our key territories to meet the growth demands
both of our own-brands and of our Ingenuity clients.

Our Divisions have established meaningful positions in their
respective markets and we continue to refine their strategic
focus, ensuring they are well-tuned for continued delivery
for all stakeholders. THG Beauty and THG Nutrition remain
relevant to a global consumer base whe are living longer,
more digitally connected lives than ever before.

Following a change of leadership, THG Beauty is exiting
certain geographies, simplifying the offer and focusing on
higher margin praducts, THG Nutrition has undertaken a
strategic reframing, further diversifying from its traditional
protein-based product focus and broadening its offering to
deliver for the entire ‘wellness' market,

This is all powered by cur technology and physical
infrastructure platform, THG Ingenuity, which continues to
deliver for our stakeholders — whether they be customers,
consumers, clients or strategic partners - working with
them tc support and deliver their digital commerce
journeys. Throughout the year it has gained momentum
as its strategic pivot to focus on higher value and higher
margin contracts has begun to bear fruit. Following

a detailed review of each of our divisions we have reduced
the headcount and attracted and retained the best talent,

Sustainability

As a business we are committed to driving envirecnmental
and societal change, both through cur own operations and
as a key partner for our stakeholder groups. This is driven
by our 2030 Sustainability Strategy, 'THG x Planet Earth;
which details our goals and targets as we pledge to use cur
global scale, world-class talent and dedication to innovation
to act as a force for goad.

In 2021 we invested in building our recycling capabilities,
and during 2022 we broadened the services we provide to
our Ingenuity clients through THG Eco. When it comes to

THG

sustainable development, we understand that real impact
reguires collaborative, coordinated and collective action
between businesses, the public sector and individuals.
THG Eco, part of THG Ingenuity, supports our clients,
partners and suppliers in navigating the changing
environment and demonstrating to their awn suppliers
and employees their sustainability commitments.

| ooking ahead

2022 saw THG - together with almost all businesses ~ face
inflationary challenges from a range of sources, from the
cost of raw materials, to labour, to operational fulfilment
and energy. In both facing, and trying to mitigate these
challenges, we have kept a firm focus on what sits at
the heart of THG: the customer, and, in recognising the
pressures faced by consumers globally, we made the
decision not to pass on the full extent of inflationary cost
increases to our customers. We believe that this strategy
will secure customer loyalty, retain customers within the
THG eccsystem and in turn deliver market share growth
in key territories over the longer-term.

Looking to the current financial year, | believe our category
leadership paositions, our culture of innovation, our dynamic
Senior Management team, our well-invested global footprint
and our robust balance sheet will, callectively, ensure we
are well placed to deliver further growth and capitalise on
strategic opportunities at the appropriate time. All with the
ultimate goal of delivering shareholder value.

The Group's intention to apply for a Premium Listing
remains and we are well prepared internally to progress
upon completion of the FCA's ongoing review of the current
listing regime.

This past year has been one of change and development
for THG, and | am enthused by the prospects that lie ahead
for us as we further progress our strategic priorities in 2023,

Further information can be found within:

Chief Financial Officer Review
See page 37

Section 172 Statement Stakeholder Engagement
See page 47

Sustainability
See page 57

Governance Report
See page 105
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Chief

—xecutive

Officer's Review

Matthew Moulding

Executive Directar
and Chief Executive Officer

Dear Shareholder

2022 was unguestionably the most challenging global
environment we've seen since founding THG nearly 20
years ago. An extraordinary backdrop of runaway inflation,
rapidly rising interest rates, and major gecpelitical events
created significant macroacanomic and consumer
uncertainty. I'm incredibly proud of how THG and the team
responded to these challenges. For me, there is ne doubt
that 2022 was our best performance to date, even given
the reduction in profitability year-on-year.

THG almost doubled in size during the global pandemic,
capitalising on an unprecedented movement of consumers
to online retail. As consumer behaviour has normalised,

the Group not anly held onto the growth achieved during
the pandemic but went on to grow further during 2022,
This growth in market share, delivered in the most trying

of circumstances, is testament to the quality and dedication
of our pecple.

Fram the start of 2022, the Group and divisions alike
undertack decisive action to adapt their business madels
to a very different market landscape, while maintaining
revenue growth in the process.

Our Beauty and Nutrition divisions committed to
shielding consumers from what we believe to be
excepticnal, short-term inflationary pressures, These
actions temporarily reduced gross margins and
profitability year-on-year, with the long-term benefits
to brand integrity underpinning stronger customer
loyalty and financial reward.

After a careful and lengthy search, Vivek Ganotra jeined
as CEO of THG Ingenuity in June and was tasked with
repositioning the division away from smaller, high-volume
clients, to focus resources an our growing base of
valuable, large scale, enterprise clients.

The previous 48 months have seen significant expansion
of our glebal fulfilment and manufacturing infrastructure,
with each facility requiring & full depth of stock holding
to become fully aperaticnal — which is now rationalising
as evidenced through the working capital inflow in the
year. This strategy has driven an improved service for
consumers in international territories,

In July 2022, we anncunced the completion of

the divisional recrganisation, increasing strategic
optionality for the future. The divisional reorganisation
has alsa yielded improved visibility of costs, enabling
savings tc be made from reducing duplication and
greater focus, The project was very comprehensive,
and we are well on our way towards broadening

our financial reporting to better reflect the divisional
performance.

Group headcount reduced by almost 2,000 people
during the year, largely achieved through the careful
management of attrition as well as maintaining strong
cost discipling and the roll-out of logistics automaticn,

To strengthen our liquidity, we agreed a new £156
million banking facility, resulting in the Group having
aver £640 million of cash and facilities at the year-end.
Net debt of £181 million was better than guidance of
c.£200 million.

The Group's Board also underwent some changes,
with the appointment of Lord Charles Allen as Non-
Executive Chairman, and the subseguent appointment
of two Independent Non-Executive Directors.

We see the Group being well progressed to deliver positive
free cash flow on a ralling 12 month basis through FY 2024,
via ongoing project delivery efficiencies including driving
working capital improvements, while not compromising
our ability to meet growing demand and deliver top-line
revenive growth,

Market outlook

Our Beauty and Nutrition divisions operate in large,
resilient and expanding total addressable markets,

with each holding prominent positions in many territories.
There are long-term trends driving category growth in our
core markets (premium beauty, health and wellness), where
we have the infrastructure and capabilities to serve following
investrment in our fulfilment and distribution network.

Both our core consumer markets continued to grow
through the previous global financial crisis, and cver
the last decade benefitted from the exceptional growth



of online participation. For example, the UK anline share
of total retall sales has increased by more than 25% over
the last three years - now accounting for around 25%

of total retail sales.

Our key categories are supported by favourable dynamics,
stich as high repeat-purchase rates, stable average order
values and very low return rates. This presents THG with
opportunities to grow within existing markets, and in
targeted new markets where we will be able to rapidly
scale up our presence,

Customer proposition

One of our greatest assets is our global customer base

of gver 16 million THG Beauty and THG Nutrition active
customers, Our apps have been downloaded over 10 million
times from a standing start in January 2020 with our first-
party data advantage a core strength in our model, allowing
us to hold direct relationships with our consumers,

The insights gained from these customers informs our
daily decision making, and we are investing in growing
this network of passionate, engaged beauty and wellness
enthusiasts - firmly positioning us as the market leader

in this space.

We are constantly striving to become moare efficient as an
organisation, while optimising the customer experience and
minimising delivery times. Through our brands, we have
reimagined how we think about beauty and nutrition - and
how this integrates into our daily lives as we increasingly
look to improve our overall health and wellbeing.

Divisional highlights

I'm pleased with the progress achieved within Ingenuity

as we pivot towards a longer-term view for sustainable
profitability, supporting major UK and international retailers
across a wide range of categories, further supported by
our expanding network of partners and strategic altiances.

THG Beauty is now firmly established as one of the
leading pure-play online retailers globally delivering
over £1.2 billion of revenue. We have set a pathway to
repuild margins in our largest division through a focus
on profitable territories, efficient marketing channels
and improved localised procurement,

THG Nutrition witnessed one of its most ¢challenging
periods in recent imes and consequently I'm delighted
that we delivered revenue and market share growth across
many key territories, in addition to expanding our category
reach with new and innovative partners. Our custormer
base has remained stable, notwithstanding a higher-pricing
environment and physical stores reopening, supporting the
defensive position of our brand.

Fallowing the strategic investments made through
acquisitions during 2021, we have continued at pace
with out inlegralion plans, priorttised customer retention,

THG

revenue growth and cost efficiencies by reducing
previously-outsourced operations. The investments
made in nutrition innovation and production facilities
have allowed us to accelerate our speed to market,

as we continue to expand our range across categories
and markets.

Financial performance

Group revenue increased by 41% during the year across
core divisions (THG Beauty, THG Nutrition and THG
Ingenuity), including a contribution from acquisitions
within THG Beauty, A credible result considering the
major events that have impacted the global economy,
and compared to the prior year where the pandemic
continued to impact access to traditional retail channels
resulting in a tough comparable period.

The cost environment in 2022 has been unusual, with

high inflation across most cost lines and foreign exchange
headwinds applying pressure to margins. Whey costs were
unusually elevated which has compressed gross margins
in THG Nutrition as we have sought 1o protect custemers
and invest in retention and growth for the longer term.

We have been encouraged by demand in a higher-pricing
environment, with strong repeat purchase rates from our
joyal customer base of above 80%,

This strateqy has driven an improved service for
consumers in international territories. As we approach
completion of this fulfilment network investment, we are
well positioned in major territories to meet the growth
demands of our own-brands and our Ingenvuity clients.
We continue to move towards increased automation in
our major hubs, driving distribution cost efficiencies for
the Group to help offset inflation.

Whilst we have reported a significant non-cash impairment
charge relating to Beauty and Ingenuity, this is a one-

off item relating ta a combination of rising interest rates
leading tc a higher discount rate, combined with other
macroeccnomic pressures resulting in an impairment

of historic goodwill balances.

Core commaodity prices used within our Nutrition division
have already seen significant deflation since their record
highs in 2022, giving us confidence in our ability to rebuild
divisional margins to previous levels. In addition, we have
taken measures to further improve profitability by exiting
certain loss-making categories which are discussed

in more detail in the CFO report.

Qur streng liquidity position following the cash inflow in
the second haif of the year, including the new £156 million
banking facility, means wa are well positioned for further
operational and strategic progress, notwithstanding the
continued macroeconomic uncertainty.
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People and purpose

As THG evolves, we recognise that we must review our
purposs, vision, and values to ensure they align with our
strategy and rcflect whao we are, what we do, and why we
exist. Qur purpose and vision reflect the diversity in our
business model and the impact we can drive through our
mnovation and digital expertise. Based on our success
building THG Beauty and THG Nutrition into category leaders,
we remain committed to reinventing how brands connect to
consumers globally and supporting them to be hest-in-class
at building, growing and accelerating brands.

In 2022, we submitted our emissions reduction targets to the
Science Based Targets initiative (SBT)) for validation - this is
an important step towards our goal to achieve net zero

by 2040. We alsa source 63% of the electricity used in our
operations from renewable sources and we are on track

to reach 1009% by 2025. We have continued to make good
progress across the people and communities pillar of ocur
THG x Planet Earth Sustainability strategy and are proud that
we have 45% female and 26% ethnic minority representation
within our Graduate and Apprenticeship schemes, against a
target of achieving 50% and 20% respectively by 2025.

Our people are the heartbeat of THG, and | was exceptionally
nleased to reward some of cur loyal and talented colleagues
with share awards during the year totalling ¢ £19m across 33.9
million shares, in addition to a number of promations as we
continue to invest in and develop digital talent,

Finally, I'm particularly proud of THG's contribution
to the communities in which we operated during 2022,

in terms of both taxes and charitable efforts. In the 18th

year since founding THG, the Group made a record global

tax contribution of £163.4m, up from £123.4m in 2021,

The contribution in 2022, from starting THG less than 18 years
earlier, shows Lhe importance of start-ups to the UK economy,.

Qutlook

With the completion of the divisional reorganisation,

and decisive cost reduction action undertaken, the
aroup enters 2023 with improving momentum to
achieve substantial margin expansion. Earnings recovery
is supperted by continued operating leverage, reducing
consumer price protection, and the full-year effect of
operating efficiencies and cost savings arising from

the divisional regrganisation.

Our vertically integrated model enhances cur ability to
react to periods of economic 1inrertainty, and the profit
impravement initiatives undertaken as part of the strategic
review give us added confidence in driving margin recovery
in 2023 and beyond.

We are well capitalised to advance our strategy of building
a strong, sustainable global platform supporting THG
brands and Ingenuity clients, and we have outlined

our core fevers for driving margin accretion and positive
free cash flow over the near-term,

We remain confident that our business is underpinned
by strong investment and strategic growth plans which
will drive long-term value for our shareholders.



Our purpose
and vision

As THG evolves, we recognise that we must
review our purpose, vision, and values to ensure
that they align with our strategy and reflect who
we are, what we do, and why we exist.

Our purpose is to

make an impact through
digital transformation,
innovation, and expertise.

Making an impact is what we do; it's why we
exist, We strive to make an impact far our
people, our customers, our Ingenuity clients,
our suppliers and partners, our shareholders,
and our communities.

THG

We identified throe things as enablers to our impact:
digital transformation, innovaticn, and expertise.

Through Ingenuity, digital transformation creates value
for our stakeholders ns it improves efficiency, enhances
the customer experience, and increases agility. Our
innovative and entrepreneurial mindset allows us to
develop new products, enter new markets, and find
solutions to challenging problems.

Finally, we take pride in being experts in what we do
and use our expertise to make bold decisions and
deliver bigger and better cutcomes for our stakeholders.

Our previcus purpose - to reinvent how brands
connect digitally to consumers - remains true and is
encompassed in our new purpose; we reinvent how
brands connect digitally to consumers through digital
transformation, innovation, and expertise.

Our vision Is to create
and grow category-leading
brands on a global scale.

Qur simplified vision - to create and grow categary-
leading brands on a global scale - encompasses

all areas of the Group and defines cur ambitions

for the future,
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OM]/' \/a | U eS We're incredibly proud to celebrate our diverse

workforce and the unique experiences, skills,
and qualities everyone brings to the table.
However, there are a few attributes that

we all share.

Ol

Ambition
e think big

We set ourselves ambitious goals,
seeing oppoertunities where others see
obstacles. We take pride in our work and
view aur setbacks as valuable learning
experiences, Qur progressive mindset
allows us to deliver better outcomes for
our people, our brands, our clients, our
custorners, and our communities.

02

Innovation

He do things differently

We celebrate experimentation and champion
entrepreneurial thinking, We find solutions,
not problems, and use cur creativity and
resilience tc drive continucus improvemeant,

9 THG colleagues captured at ICON Studios, Q12023
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Collaboration

He work together

We share ideas, insights, and skills to
create a meaningful impact and drive
positive results for our business. We listen
to each other, we trust each other, and
we strive to create an environment where
everyone feels heard.

05,

_eadership

Me lead by example

We inspire, motivate, and encourage sach cther
to push the boundaries of what is possible. We
set a positive example and promote a culture of
meritocracy so that everyone at THG, no matter
their background, age, or experience, has the
oppoertunity go further, faster.

04

THG

Decisiveness

e make bold decisions

We use robust data to make quick, informed,
and confident decisions, We take calculated

risks and we're not afraid to take accountability

for our actions.

10
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Our strategy

Strategic Priorities

Build category leadership
positions in beauty,
health and weliness

To make Ingenuity the
partner of choice for
commerce transformation
and sustainability solutions

+.

(@) |
~N P

Deliver engaging content

and innovative products to
our global customer base

Accelerate growth in core
international territories,
leveraging our local
infrastructure

Medium-term Financial Priorities

Revenue
growth

—~Q
Strong
balance sheet

il

~__

Return to historical
adjusted EBITDA

margin of 9%+ ;

G

Market-share
growth

Crive positive change

with our stakeholders,
through an entreprensurial,
values-led culture

[Ce]

Free cash flow
generation




Our Stakeholders

We have built a strong, global business. Investments
made to date support further sustainable growth,

creating value across our key stakeholders,

Customers
and Consumers

We enable brands to have direct

relaticnships with consumers

by providing a high-quality retail

experience and establishing
a relationship of trust

Shareholders

We create value for
shareholders and through
our purpose, vision, values
and strategy, deliver long-
term, sustainable growth

Our People

We aim to ensure THG is a
supportive envirgnment with

Our
Stakeholders

R

career development opportunities
at all levels, focused on building

the skills of tomeirow

Our Suppliers
and Partners

We promote open and
transparent working practices
and collaborate for mutual
commercial success

Society
& Communities

We aim to build skills and
develop talent to promote
greater social mobility, whilst
protecting the enviranments
we operate in and source from

For further information please see the following sections: THG Beauty, THG Nirtrition, THG Ingenuity,
Chief Financial Officer Review, Section 172 Statement Stakeholder Engagement,

We support clients
on their digital
transformation journeys

THG

THG Ingenuity
Clients
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Ouwr business model

THG is a leading vertically integrated, global e-commerce technology group and brand owner,
powered by its proprietary technology platform, Ingenuity, through which it also provides
end-to-end e-commerce sclutions for brands to reach a global e-commerce consumer base.

THG operates under three core divisions {THG Beauty, THG Nutrition and THG Ingenuity},
each cperating in resilient, growing markets, These divisions leverage lhe Group's specialisms:
the development of a portfolio of leading consumer brands; and the acceleration of D2C
growth for third-party clients. Following the simplification of the Greup during the year,

each division is now operated in separate and distinct iegal entities.

THG

THG /BRANDS

A powerful portfolio of
category-leading consumer brands
focusing on beauty and nutrition

THG /BEAUTY THG/NUTRITION & WELLNESS

THG /LIFESTYLE THG / EXPERIENCE

13



THG

Divisional revenue Territory revenue
Other
o 8% RoW
Ingenuity 17%
h ‘ ’
UK
43%
. 20%
Nutrition
Europe

20%

THG / INGENUITY

Accelerating D2C brand growth
on a global scale via proprietary
e-commerce infrastructure

@l TeEcHNOLOGY [l OPERATIONS @AoiGiTAL
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THG operates under three core divisions: THG Beauty,
THG Nutrition and Wellness and THG Ingenuity.

THG /

THG / BEAUTY NUTRITION
& WELLNESS

The #1 online pure-play prestige beauty retailer
Lookfantastic, and several other popular online

orestige beauty retailers Myprotein, the world's #1 direct-to-consumer sports

nutrition brand and its brand family, offering products
across several associated categories, including protein
and sports nutrition, vegan alternatives, health snacks,
vitamins and athleisure.

A portfolic of eight owned digital-first prestige
brands addressing primarily skincare, haircare
and cosmetics,

Other divisions

THG Experience, three luxury event spaces: King Street
Townhouse Hotel, Great John Street Hotel, and Hale
Country Club & Spa, providing bespoke luxury spaces
for hosting influencer and trand events for bath THG
and third-party brands.

THG Luxury, the online retail of cver 200 fashion and
lifestyle brands, including the websites Coggles.com,
Mybag.com and Thehut.com.

From 1 lanuary 2023, THG Experience and THG Luxury
will be reported within the THG Beauty division,

THG /INGENU | TY THG CnDermand, entertainmeant praducts and subscription

services for clothing, gadgets and vinyl, with a focus

on perscnalisation and licensing arrangements with
global publishing houses. THG OnDemand was under
strategic review at the year end. The strategic review is
now complete and the Board has subsequently decided
to discontinue the operations of this division. See more
information within the CFQ repaort,

Proprigtary complete e-commerce platform that powers
digital experience and retail for FMCG, beauty and retail
brands globally, creating a seamless experience for
coNnsumers.

Clients can purchase end-to-end or maodular services
10 meet their needs, drawing on the Group's digital
brand building capability, extensive proprietary
e-commerce technology and physical infrastructure.



THG / INGENUITY

As well as being a third-party e-cormmerce solution, THG
Inyenuily is the operational intrastructure and digital hub
which supports THG Beauty and THG Nutrition, delivering
excellence throughout the supply chain and customer
experience. THG operates a vertically integrated madel,
allowing the Group ta control the entire customer journey,
from design, manufacturing, product education and
discovery, 1o purchase and fulfiment

Its capabilities sit within three sub-divisions:

THG Technology

Since inception 18 years ago, the Group has continually
invested in building its own e-commerce software
specifically designed for the retail of consumer goods
globally Solutians inciude the Group's highly scalable
enterprise platform that powers e-commerce for brands;
hosting infrastructure ranging from dedicated servers and
cloud hosting to managed services; fulfilment technology
including warehouse and delivery management systems
and warehouse automation; and fraud management and
detection software.

[ eEcHNOLOGY

CORE COMMERCE
PLATFORM

CLOUD SERVICES
ECO
VOYAGER

]l OPERATIONS

GLOBAL FULFILMENT

MANUFACTURING

THG

THG Opcrations

Encompassing global fulfilment from a network of sixteen
warehouses in strategic locations across the world,
manufacturing of nutrition and beauty preducts in owned
and operated BRCAA/A grade facilities in the UK, US and
Poland, customer services and sustainablility solutions from
carbon offsetting and consultancy to plastic recycling,

THG Digital

THG's integrated marketing ecosystemn brings together
digital marketing, media, creative content production,
translation and digital services to create a halistic,
data-driven digital marketing strategy across channels,
driving scalable and cost-effective customer acquisition.

[oiciTAL

STUDIOS
SOCIETY
FLUENTLY

Wareheuse
Management System

DELIVERED
Courier management

FIR/ST

Fulfilment Inventory Retrieval
& Storage Technology

ORBIT
Customer experience

Climate action

+  Waste reduction
Recycling
ESG data & performance
Re-forestation

OTHER
Strategic GTM consultancy
Trading services
Brand partnerships
Performance marketing
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Core Operating Model|

THG operates a vertically integrated model to deliver products and services to customers, giving greater control
over revenue yrowlh and costs to deliver profits and cash in the medium-term.

Revenue

THG Beauty and THG Nutrition sell preducts direct to consumers across
the world, Reveniie is generated an the $ale of products and reeegniscd
when received by the customer.

THG Ingenuity generates revenue selling services to business customers
through a combination of one-off fees for services such as initial website
build, recurring fees for regular services such as marketing, fulfilment

or software licences, and revenue share on Ingenuity websites.

N

Costs

Input costs relate primarily to raw materials for goods manufactured in-house
{e.g. whey used in the manufacture of whey protein within the Nutrition division)
and finished goods purchased for resale (e.g. third-party beauty products
retailed by the Beauty division).

Distribution costs relate to the fulfilment and shipping of orders to customers.
THG has delivered efficiencies during the year through an innovative
warehouse automation solution, despite the inflationary cost environment.

Administrative costs relate primarily to marketing and people costs,

A4

Adjusted
EBITDA

THG's core divisions of Beauty, Nutrition and Ingenuity are profitable when
considering Adjusted EBITDA from continuing operations,

The Group's medium-term Adjusted EBITDA target is 9%+ which is supported
by identified cost savings and in line with historical periods.

N

Cash

The Group is targeting to be broadly free cash flow neutral in 2023 and free
cash flow positive from 2024 onwards, with the strategy to reinvest for growth,

17




QOur marketplace

THG

THG/NUTRITION & WELLNESS

Market description

THG Nutrition’s total addressable market, including the
sports nutrition, vitamins, weight management products
and sportswear categories, is estimated to amount to £350
billion globally. THG Nutrition's core focus is on the sports
nutrition market, which is estimated to amount to £17 billion,
however the focus has been expanded in recent years to
address wider segments of the global nutrition market,

Products

THG Nutrition's products span a number of categories

of the global nutrition market, including protein powders,
supplements, vitamins & minerals, bars & snacks and
drinks. In addition, THG Nutrition offers performance
clothing through its activewear brand MP. THG Nutrition's
products are primarily distributed direct to consumer
through its own websites, such as Myprotsincom.
This allows for ¢close engagement with the brand’s
customers, while also enabling the brands to offer

a wider assortment of products than is typically available
through traditional retail channels, where the product
range is confined by shelf space.

Key trends

The global nutrition market's growth is supported by the
long-term trend of consumers becoming increasingly health
conscious, and locking to consume more nutritional preducts.
This is commaon across a wide range of product categories.

The rate of adoption of healthier products is impacted

by income levels, with higher income countries typically
consuming maore nutritional preducts. As lower income
countries develop, we would therefore expect to see higher
consumption of nutritional products, in line with the trends
seen in higher income countries.

The adoption of online channels has also been increasing in
the nutrition market, in line with that seen in many other retail
categories. In addition, e-commerce penetration is expected
to grow significantly in a number of key markets as the online
channel in these markets matures.

Consumers are not only turning to enline channels for their
purchasing, but also using the internet to inform and educate
themselves of the benefits of nutritional products. Brands that
invest in producing engaging and educational content for their
consurmers therefore stand to benefit through offering value to
consumers beyond the purchasing of products,

1. According to management estimates.

Cur position

The competitive landscape within sports nutrition, our
primary market, is fragmented globally, comprising a very
small number of international brands of scale including
Myprotein, alongside & number of smaller brands that
operate principally in their local markets.

Myprotein is the iargest online sports nutrition brand
globally! and the most internationally diverse, THG Nutritinn
is therefore uniquely positioned to capitalise on this long-
term channel shift towards e-commerce,

In addition, we see THG Nutrition’s online direct to
consumer model as a strategic benefit as consumers
increasingly turn to the internet to educate themselves

on the benefits of nutritional products. THG Nutrition’s
connection with consumers through its websites and apps
enables direct engagement with consumers that traditicnal
retail brands cannot achieve, positioning THG Nutrition as
a valuable source of engaging and educational content for
consumers.

THG Nutrition is positively differentiated from competitors
through its digitally-native direct to consumer model, its global
reach, the extent of its vertically integrated model, and its
broader focus, spanning the sports nutrition, vegan products,
vitamins, bars and snacks and sportswear categories.

Qutlook

The total addressable market is expected to continue

10 grow, reaching approximately £25 billion by 2025,
representing a 1% CAGR {2021 and 2025). The online
segment of the sports nutrition market has historically
grown faster than the overall market; the drivers of this
structural growth include the increasing long-term trend
towards healthier lifestyles, an increased awareness of
nutrition, and greater online engagement of consumers,
both in terms of purchasing and educating themselves
on the category.
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THG /BEAUTY

Market description

The global total addressable market for beauty and
Persenal care was £414 billion in 2022, which grew +8%
year-on-year. THG Beauty is focused on the premium
segment of the market, which was valued at £120 biilion
i 2022 and grew +4Y year-on-year.

Products

THG Beauty's portfolic encompasses multiple categories
across the beauty and personal care market through its
oniine beauty retail destinations, vertically-integrated
prestige brands and subscription-based beauty boxes.

Supported by a network of global and local influencers, and
over 30 localised websites powered by THG Ingenuity, our
pure-play online retail destination sites provide a critical
route t©© market for over 1,300 brands acress haircare, skin
and bodycare, cosmetics and fragrance.

THG Beauty Brands seek to capitalise on the trend of digital
channel shift across skincare, haircare and cosmetics using the
THG Ingenuity platform to scale, and THG Labs for full control
over new product development (NPD) and supply chain.

Key trends

The online glabal beauty and personal care market's

growth is supparted by increased accessibility to the

e-commerce space and improvernents in the delivery
of the in-store customer experience online.

Premiumisation is a continuing trend within the global
beauty and personal care space with prestige beauty
growing ¢ 5% per annur, faster than mass market

at ¢.3% per annum, This growth is being driven by long-
term, increasing demand for higher quality products,

as well as increasing wealth globally,

Online penetration in the beauty and personal care
market was 18% as of 2027, having increased from 8% in
2016, Whilst the pandemic boosted global e-commerce,
it has continued its upward trajectory, supported by
improvements in technology and global infrastructure.

19 1. Source: Euromonitor.

Our position

Our diverse propasition across retail destination sites, THG-
owned beauty brands, subscription services and manufacturing
capahilities provides a complementary network of product and
service offerings, craating a competitive advantage throdgh
strong brand partner relationships and an enhanced customer
experience, Operating globally provides wide exposure, not
only for THG Beauty, but also for brands who are able to
access multiple markets through one partner, supporting our
leading positicns in the UK, US and Europe.

A broad range of 1,300 beauty brands across our sites allows
us to capture the opportunities that lie with the emergence of
fast growing, independent beauty brands and the long-term,

sustainable growth of established global players.

Consumers are increasingly looking for brands that align with
their personal values and allow them to express themselves,
often perceiving emerging brands as exciting and relevant.
THG Beauty is well positioned to support the growth of these
brands through unlimited shelf space, NPD capabilities and
unigue insights into both consumer and customer trends,
These emerging brands, alongside the larger, more traditional
players, create an impaortant fayer of diversity in our portfolic that
enables us to adapt to customer needs and a dynamic trend
environment, whilst continually supporiing the fundarmental
demands of the wider beauty and personal care consumer.

Acting as a gateway into THG Beauty for our custormers, our
beauty boxes represent global sampling opportunities for

a range of brands, with category leadership in UK and EU
markets. The use of monthly surveys enables us to gather vital
behavioural insights for THG and its brand partners to enhance
the custormer purchase journey and suppart customer retention
across our sites.

Traditional brand discavery, such as department stores and
magazines, is becorning outdated and is currently in decline
with consumers increasingly turning to online platforms,
such as advice forums, online reviews and sacial media, for
information gathering and preduct discovery. Our leading
positions in online beauty retail and subscription services
allow THG Beauty to capitalise on this evolution,

Outlook

The global total addressable beauty and personal care market
is estimated to grow to ¢. £630 billion by 2026, at a CAGR of
6% between 2022-2026, with online adoption continuing to
grow, having risen to 18% in 2021 from 8% in 2016. Premium
beauty and personal care is expected to grow to £162 billion
by 2026, representing a CAGR of +8% between 2022-2026.



THG / INGENUITY

Market description

The total addressable market for D2C across the three
core categories we operate within (Beauty, FMCG and
Retail) is $277 billien'.

Avtuss olr three solution areas of Technology Selutions,
Digital Solutions and Operations, we expect double digital
growth of 10% for fulfilment, 13% for Technology Selutions
and 16% for Digital Sclutions by 2025

Products

lechnology Soluticns comprises our core commerce
platform and the infrastructure required to run and maintain
the platform; hosting, security, data and analytics.

Digital Solutions comprises managed services that are
designed to build and grow brands in new markets, on a
global-loca} scale: trading & marketing services, creative
strategy, content production, translation & localisation,
and access to Society; our global Creator network,

Operations includes our fulfilment capabilities and courier

management, sustainability and our customer contact solution.

Key trends

Retail organisations are facing significant headwinds,
“Retailers and digital direct-to-consumer businesses

are strapped for staff, forced to move faster than ever,

and heavily reliant on technology. That reliance, coupled
with lightning-fast changes to consumer expectations,
drives them to seek constant technological innovation.”
{The Forrester Wave™ B2C Commerce Solutions, Q2 2022)

Commerce is moving beyond traditional channelsto a
world of everywhere, any mindset commerce. Online and
offline are merging, social and advertising content are
fusing, and community commerce is thriving through social
networks and online marketplaces as well as physical
stores and retail hubs,

With 45% of online consumers prioritising convenience,
brands will make direct shopping experiences a priority,
building a commerce presence in every possible moment.

THG

However, as 579% of B2C e-commerce sales flowed through
marketplaces in 2020, we expect brands to fight back and
regain their customers away from marketplaces, investing
in their own commerce stack to make every touchpoint

a shoppable moment?

Our position

Ingenuity has high relevance and proven capabilities
to address these market shifts, delivering speed, scale
and channel expansion whilst minimising execution
risk for brands. We support our customers across
three main scenarios:

1. Replatforming and transformation of a customer’s
existing B2C digital commerce solution where the
customer is looking to accelerate digital brand
experience through improved platform functicnality,
increased scalability of the platform sclution whilst
reducing existing technical complexity and overall
technology costs.

2. Rapidly standing up a B2C digital commerce solution
to test brand and preduct propositions. Using cur
out-of-the-box platform capability, we can quickly
execute a complete B2C digital commerce solution for
clients to have a site fully live and cperational, at speed.

3. D2C internationalisaticn / new market entry supported
by our global digital commerce capabilities and
infrastructure (translation, product and content
localisation, local payments and local courier integration)
means launching into new markets with minimal cost,
risk and compiexity.

Outlook

E-commerce sales are expacted to reach $6.03 trillion
in 2023 with a CAGR of 11% by 2027 amounting to
$9.04 trillion.

The global market for digital commerce platforms is
estimated at $12.8 billion in 2022 and projected to reach
$38 nillion by 2023, growing at a CAGR of 15% from
2022-20303

1. Sources. Accenture Grow Digital Commerce, Euromenitnr passport, Marictsandmal ketscuin, e-commerce platform market, 2022,
Glubalnewswire, e-commoerce fulfilment services, September 2022, Global web hosting market share, 2022, Globalngwswire, Global Content

Marketing Industry, 2021, represents global content market industry.

2. Sources: THG Ingenuity; The Top Cansumer Trends Impacting NTC Today, Gotober 2022, Tuirester; Digital Commatce Predictions, 2022.
3. Source: statista, digital commerce worldwide, 2022, Digital Commerce Platform: Global Strategic Business report, 2023, 20
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THG /BEAUTY

THG Beauty operates leading pure-play online retailers
such as Lookfantastic, Cult Beauty and Dermstore,
providing a diverse offering of over 1,300 premium brands,
alongside a portfolio of prestige, THG-owned beauty
brands and subscription bhox services, with leading market
puzilivie it core tetnlones such as the UK, US and Europe,

THG Beauty's propasition is complemented by in-house

Qur ecosystem...

Online multi
brand retail

Fcosystem

Subscription
boxes

Ao

Owned prestige
brands

THG / BEAUTY

Production and
innovatan

product development and manufacturing in the UK and
USA through THG Labs, which develops and manufactures
products for THG-owned brands, in addition to third-party
beauty brands. it is the distinct positioning of each of our
refail sites that onahle us to enyayu wilh specific segments
and address their asscciated needs.

Accelerates value creation from data, and generates
sugerior cansumer engagement

Makes us a trusted brand partner providing deeper
relationships and enhanced offering

Supperts a highly engaged, digitally native
workforce equipped with best-in-class digital tools

Creates a source of globaf advantage far our retail
panners and drives consumer engagement

Is the enabler to value-accretive and advantaged
beauty brand acquisitions

LOOKFANTASTIC

World's #1 onfine pure-
play retailer for prestige
beauty products with
wide range

{(
Broad appeal to typreal

prostiee heauty consumer

(ANAY

fedge, IRCome, clagenient) T

calt
BEALTY

First-to-market choice for
indie brands: advice lead
for the beauty enthusiast

44

Yornger, highh engeaged
prestige beautv eonsumer,

b

on-trend matters

D DERMSTORE

LS leading online
retail for professional
skincare brands

44

Older, move afificit
consiaiers who are bighh
engaged i sLincare

»
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THG's online multi-brand sites each have & unique
market pesition driving growth and categary leadership,
nct only through the delivery of prestige brands acrass
skincare, haircare, cosmetics and fragrance categories,
but also by retailing THG-owned brands and subscription
services alongside their direct-to-consumer sites and
third-party channels,

The integration between beauty retail destination sites,
THG-owned beauty brands and subscriplion services,
powered by THG Ingenuity, has allowed for a better focus
on customers’ needs through enhanced segmentation,
impraved targeting and more engaging content delivery.

Operational Review

Key performance indicators, which include the impact

of the prior year acquisitions, have continued to improve
throughout the year, illustrating the resilience of the division,
given the challenges presented by the macroenvironment
in 2022, We maintained an active customer base of 3.2
million, demonstrating the effectiveness of our custorner

THG

Active engagement and educational content have
enabled THG Beauty to reach a wider international
audience and drive a strong sense of brand loyalty.

THG Beauty's fully integrated digital model continued

to be a key driver in the establishment and strengthening
of brand relationships throughout 2022, enhancing the
positiening of core categories such as skincare and
haircare with continucus new brand launches on THG's
retail sites, ensuring that THG Beauty continues to
address the evolving needs of its customers and stays

at the forefront of the beauty market.

engagement and retention strategy following enhanced
new customer acquisition throughout the COVID-19
pandemic. We continued to expand our beauty share
of wallet, reflected in higher average order values and
increased order numbers,

Revenue Average order value'
Active customers? Number of orders?®
Fvig - | aim FY19 _ | sam

1. Average Order Value is defined as the average order value per customer order on a gross revenue basis, inclusive of any shipping revenue.
2. Active customers s defined as customers who have purchased at least once within the perod.

3. Number of orders is defined as orders fulfilled within the period.

22



Annual Report 2022

Strategic Highlights
Engagement and Retention

Existing customers drive over 75% of revenue within THG
Beauty and engagement and retention strategies are vital
in enriching their customer experience and deepening the
relationships that drive repeat purchase behaviour and
enable category leadership.

LF Premier, introduced in February 2022, allows customers
to pay a one-off fee for a 12-month recurring subscription
plan offering unlimited free delivery cn most delivery
options - creating a new subscription model for the site,
with LLF Premier customers representing over 12% of orders
in December 2022, Both spend per account and average
order frequency have increased over 130% when compared
to non-premier customers in 2022,

A further example of Lookfantastic's investment in
engagement and retenticn is the QOctober 2022 launch
of loyalty programme 'LF Beauty Plus+ Custcmers are
rewarded with paints for engagement on site, such as
purchases and reviews, exclusive access to promational
events and enhancements to personalised marketing
communications through an improved customer profile.

Since the launch, over 900,000 members have driven
positive changes across transactional key performance
indicators such as spend per account, order frequency
and units ordered.

In addition to the KPI improvement, our loyalty
programme has driven custcmer engagement and is
continually refining cur level of customer insight and
understanding, aiding in the continual improvement
of value creation for our brand partners.

THG SUBSCRIPTION BOXES

Territory Expansion

As well as continuing growth in our core territories, we have
seen growth in new markets following investment in the Group's
global distribution netwark. This has allowed us to identify
grawing rmarket opportunities through the localisation of our
proposition in the MENA (Middle East and North Africa) region.

Using our ability to fulfil within the region and utilising our
experience from market entry into parts of Europe, we have
accelerated our brand awareness In the tast-growing region
for premium beauty, resulting in double digit growth across
MENA in 2022,

The UK, our largest market, also delivered a robust
performance in 2022, against an uncertain economic
backdrop and the normalising of customer spending
behaviour following the pandemic,

Fragrance Category Expansion

In 2022, fragrance continued to demonstrate its resurgence.
The fragrance market is estimated to have grown 9% year-
on-year, outperforming the global beauty and personat care
market which grew 8% between 2021 - 2022.

Growth in online penetration of the fragrance market has
echoed that of the beauty and perscnal care market, rising
from 7% in 2016 to 17% in 2021,

Expansion into this growing category allows us to fulfil more of
our customers' needs, as well as deepening our relationships
with brand partners. Despite its sensory nature, customers aré
increasingly making fragrance purchases online, and we will
continue to support the category's evolution through initiatives
such as the Lookfantastic scent edit, which was launched
using our suhscription boxes to access our highly engaged
beauty customers and introduce innovative ways of shopping
the fragrance category online.

THG Beauty's subscription boxes have been an
impartant component in supporting THG x Planet
Earth in 2022. Lockfantastic Beauty Box intreduced
an inftiative to reduce excess packaging in the
thousands of beauty boxes sent out monthly

to our subscribers. To protect the climate and
nature, delivery has been reduced to contain one
reformatted outer corrugate box, and bocklets
featuring information and articles on the month's
edition have been digitalised. This change in
packaging will result in a 70% decrease in carbon
faotprint when compared to previous packaging,
and the 100% recyclable boxes has resulted in a
61% reduction in material end-cf-life waste. This has
enabled us to improve customer experience as well
as source the reduced packaging more locally.
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THG Brands
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ESPA

Positioned at the top end of the 6-star market,

with a portfolio of over 500 spas across 55 countries,
ESPA have continued to lead the wellness space hy
creating deeply sensorial and personalised wellness
expeariences with leading partners, as well as in the
sanctuary of the home through its expertly crafted
products and treatments.

In 2022, ESPA's Design and Consultancy service
delivered their bespoke wellness concepts to two

of the world's most luxurious spas and resorts.
Ovearseeing everything from concept to build
developrmenl and interior design, two state-of-the-
art spas were brought to life in the form of ESPA Life
Waldorf Astoria in Lusail, Doha and the Ritz-Carlton
New York, NoMad.

The pioneering concept in Qatar is the new flagship
for the Middle East and reprasents the future of
wellness, whilst at the same time reflecting the
unique character of Doha, having taken inspiration
from the luxury world of yachting in its elegant spa
with a 180-degree view of the bay and Lusail skyline.

mio

Ferricone M1

ESPA

Offering holistic wellbeing in the heart of New York,
the spa at the Ritz-Cariton New York, NoMad creates
meaningful wellness journeys centred around the
mind, body and skin, with treatments incorporating
mindfulness modalities and technigues that allow
guests to unwind from {ife in the city.

THG

PERRICONE VITAMIN C ESTER CCC + FERULIC BRIGHTENING

UNDER-EYE CREAM

Winner of Allure Beauty Expert Best of Beauty 2022
Best Brightening Eye Cream, this breakthrough
product designed and manufactured by THG

Labs illustrates the effectiveness of our in-house
development and manufacturing capabilities.

Ophthaimology-tested, its unique concept dramatically
reduces under-eye discolouration and addresses
concerns such as dullness, uneven texture and dark
circles, with §3% of women reporting firmar-looking
skin and 87% seeing brighter, more radiant skin

and an improvement in the appearance of fine

lines and wrinkles!

1. Source; The Benchmarking Cornpany, 2022,

24



Annual Report 2022

Fantastic Futures

Launched in July 2022, Fantastic Futures is an initiative
dedicated to supporting miche slarl-ups by boosting online
exposure to their business. After pitching to Fantastic Futures
experts, the successful brand then gains access to the global
retail platform alongside THG's suite of brand solutions,
including THG Ingenuity's direct to consumer technology,
content and marketing, and digital strategy capabilities in
order tc grow, support and strengthen their brand, and THG
Beauty's product manutacturing capabilities.

'

Aligning with THG x Planet Earth, the debut brand on

the Fantastic Futures platform was Fiils, a beauty brand

at the forefront of the refillable beauty space since 2020,
champicning sustainable beauty products and encouraging
more consciaus cohsumerism. Fills aims to overhaul
bathrooms of single use plastic and minimise waste while
offering a luxe range of refillable, everyday essentials that are
made with the best ethical, natural and organic ingredients.

Since its on-site launch in July 2022, orders including Fiils
products have reached over 500, demonstrating the impact
of Lookfantastic as an incubater for smaller brands by driving
engagement, as well as continuing to strengthen its own
position by bringing relevant new brands to consumers.

PROVENANCE X CULT BEAUTY

"Fantastic
Futures

In response to shoppers’ demands for more transparency
when shopping for beauty onling, Cult Beauty began
using Provenance to embed sustainability badges on-site,
introduce impact-focused search filters and curate best-
seliing edtts such as the Cult Conscious beauty box.

Protecting long-term value relies on clearly communicating
sacial and environmental impact information to shoppers,
and in doing so, Cult Beauty aims to grow the market for
truly sustainable brands and help establish benchmarks for
new brands joining the retailer.

Provenance is a software solution that provides accessible
and trusted information about a product’s origin and its
impact on peaple and the planet, empowering shoppers

to drive progress through their purchasing power as
well as encouraging brands to surface the procof of their
sustainability impact claims.

By connecting participating brands with conscious
shoppers and improving their product page conversion,
Cuit Beauty is not only empowering customers to

shop in line with their personal values, but powerfully
rewarding brands for their transparency and
sustainability commitments,

Cult Beauty X Provenance has proven successful in
driving key performance indicators such as increased
order numbers and higher purchase rates across more
than 110 brands using the scftware.

Future Qutlook

Alongside building upon leading positions in core territories,
THG Beauty will utilise its global customer base te focus on
driving profitable and sustainable growth in territories where
we have medium-market positions and localised infrastructure,

We will continue to leverage brand relaticnships to be the
first-to-market with products, supported by THG Labs driving
product innavaticn and newness for our brands. As we maintain
category leadership in haircare and skincare, there will also be

a focus on the development of cur fragrance and cosmetics
categories through loading brand and product assortimenl,
engaging content ang hest-in-class customer experiences.

25

We will continue to invest in engagement and retention
strategies by fecusing on our understanding of the customer
and developing deeper insight to evolve our targeting and
personalisation strategy across our retall destination sites,

Our diverse proposition, including cur end-to-end platform,
global footprint and multi-branded retail offerings will allow us
to leverage our cornpetitive advantage to become the digital
partner of choice for the world's biggest beauty brands and the
leading digital destination for beauty consumers.



THG /
NUTRITION
& WELLNESS

THG Nutrition comprises a collection of sports nutrition and
wellness brands, that includes the Myprotein brand family.

Cur leading nutrition and wellness brands empower our
consumers ta live healthier lives and deliver on their personal
nutritional goals, Our brands are delivered to our consumers
through a network of localised direct to consumer websites,
enabling consumers from all over the world to experistice e
nutritional benefits of our products. We continue to invest in
localising our brands, technology and operations to bring our
products to an increasingly global customer base.

Our brands are also aspirational brands, with the growth of
our activewear range, which now accounts for 8% of total
brand sales, This is further evidenced by the increasingly
premium focus of aur Myvitamins brand, which now targets
the "beauty-from-within” category within the beauty market,
through a range of products, such as retinol, collagen and
hyaluronic acid,

Our commitment to product quality is demonstrated
through the investments we have made in best-in-class
product innovation and production facilities in the UK, US
and Poland, ensuring our products remain at the forefront
of innovation, and our manufactured to the highest quality
standards. This is complemented by investment in more
sustainable product and packaging forms as part of

THG x Planet Earth.

E-commerce is the winning channel within sports nutrition,
accounting for 35% of global sports nutriticn sales in

2021, In addition, e-commerce penetration is expected

to grow significantly in a number of key markets as the
online channel in these markets matures. Myprotein is the
largest online sports nutrition brand globally,' and the mast
internationally diverse. THG Nutrition is therefore uniquely
positioned to capitalise on this long-term channel shift
towards e-commerce.

Myprotein is positively differentiated from competitars
through its digitally-native direct to consumer model, its
global reach (75% of the brand's 2022 sales were cutside the
UK), the extent of its vertically integrated maodel {supported

1. Accerding to management estimates.
2. Source: Euromonitor

THG

by 7 manufacturing facilities), and its broader focus, spanning
the sports nutrition, vegan products, vitamins, bars and
snacks and spaortswear categories,

The brand is currently the category leader (online and
offling) in the UK and Western Europe, with 2022 market
shares of approximately 18% and approximately 14%
respectively, according to Euromonitor data. In addition,
based on the rapid sales growth THG Nutrition has delivered
in Asia historically, we believe there is a significant growth
opportunity in Asia, where the sports nutrition category is
currently underpenstrated and there is rapidly increasing
adopting of digital channels. Our market share in the US also
remains low relative to ather territories, with this representing
a significant expansicn opportunity in future years,

Myprotein has increased its market share of the sports
nutrition category over recent years,? with significant
headroorm for further growth, particularly given the structural
market tailwinds supporting our growth, such as consumers
bacoming increasingly heaith conscious and increasing online
penetration within the category. We therefore remain highly
confident in our ability to continue to grow market share in
existing markets and further expand intoc new rmarkets.

MYPROTEIN"
M Y[PRO]

MYVITAMINS

MiYVEGAN Y Vad
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Operational Performance

Revenue Average order value'
Active customers? Number of orders?®
Fyz2 _:] 7m Fyoz 13.2m
Fy?1 —: 7.2m Fy21 13.9m
FY20 —:j 6.3m FY20 12.3m
Fyia _ 4,3m Fy1a 87m

1. Average Order Value is defined as the average order value per customer order on a gross revenue basis, inclusive of any shipping revenue,
2. Activa customers is defined as ¢uslomers who have purchased at least once within the period.

3, Number of orders is defined as orders fulfilled within the period.

in 2022, THG Nutrition revenue grew 2.4% YoY to £675m,
with this growth principally driven by the performance of
Myprotein, the largest online sports nutrition brand globally,
alongside continued growth in manufacturing revenues.

Cur broad customer base is evidenced by our community
of aver 8 million social media followers, with our multi brand
approach enabling us to capture a much greater share of
each consumer's health and wellness spend, while also
encouraging cross category purchases. Regular consumer
engagement and educational content have enabled the

Group to reach an increasingly wider international audience.

THG Nutrition finished the year with 7 million Active
Custorners globally, reflecting the strong brand loyalty of
existing customers and the successful acquisition of new
customers across a number of strategic markets,

Strategic highlights
Territory expansion

THG Nutrition's growth in 2022 was driven by growth
across the Myprotein brand family, alongside growth of our
manufacturing revenues, In the UK market, we remain the
#1 brand in the market®, and continue to grow saies through
bringing the brand to a broader range of customers, new

27 1. Source: Euromonitor.

product development, and partnerships, such as the recently
announced Icefand partnership.

Myprotein takes a fully localised approach to brand
development, operating over 60 localised websites
suppetted by localised content, product catalogues, trading,
marketing, influencers, payment ogtions, fulfilment and
customer service. This approach has proven to be highly
effective and has facilitated rapid international growth, with
Myprotein holding leading market shares in the UK and
Western Eurcpe, while rapidly scaling its presence in Asia
and North America, which represent significant opportunities
for further market share expansion,

We continue to invest in lecalising our proposition, with

a notable example being the investmant made in local
operations in Australia in 2021, which helped drive

a rapid acceleration of our sales in Australia in 2022,
These investments included a new warchouse in
Melbourne, powered by THG's proprietary WMS,
\oyager. The move has led to delivery times reducing
from 10 days to 3 days, and postage costs decreasing

by -75%. Since the move, Myprotein has acquired and
retained more customers {+47% new customers vs 2020},
and observed an uplift in orders (+81% orders vs 202C)
and site conversion (+45% increase in site conversion

vs 2020}, The localised operations are also complemented
by the use of local influencers and affiliates to help build



brand equity in the region, establishing a foatprint for future
brand partnerships and localised new product development.

Category cxpansion

Since we acquired Myprotein in 2011, we have taken it from

a small UK-focused brand with a limited number of product
lines, ta become a leading online global nutrition and lifestyte
brand with over £600 million revenue,

In 2023, we will deliver the next major evolution of our

brand family, with the launch of a new holistic wellbeing
brand addressing the vegan, natural and organic nutrition
categories, The brand will build on the success of Myvegan,
which is our current flagship brand in this category, while
expanding its reach to the adjacent categories of crganic and
natural nutrition. As with our other Nutrition brands, the new
brand will sit within the Myprotein brand family, leveraging
the brand equity and awarcness of the niasler Myprotein
brand, while creating cross-selling opportunities across the
various brands when customers shop through the Myprotein
website. This approach enables us to catch a much greater
share of a customer's total nutrition purchases than if we
were ta just sell a narrow product range, while also enabling
us to bring a wider range of customers into our ecosystem,

New product development

Our vertically integrated business medel enables us to be at
the farefront of innovation and new product development,
informed by millions of data insights from our global markets.
We research, develop and manufacture ourselves, and
Myprotein is renowned for being first to market with new
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products and formats, such as with our Clear Whey protein
variants and with Multivitamin gummies, The capabilities

we now have in-house continue to support incremental sales
growth opportunities across a hroad range of categorias,
enabling more consumption occasions, while enabling us

to accelerate speed to market and launch new products
more quickly in response to changing market conditions.

A notable highlight in 2022 has been the development

of new ranges of innovative bars through Brighter Foods
{acquired in 2021, a leading product developer and
manufacturer of aports nutrition bars and healthy snacking
products. This included the development of our new Impact
Bar, our improved Layered Bars, and our first-to-market
Breakfast Layered bars.

The launch of Whey Forward in the US market is an
example of our ability to launch first-to-market products
within the sports nutrition category. This animal-free
performance protein caters for a broader range of dietary
requirements, whilst not compromising on taste and
performance, With Perfect Day, the creator of the world's
first animal-free dairy protein, we have developed a formula
which is identical in ceomposition to the whey protein found
in cow's milk. Whilst core whey products remain a growth
categary, sustainabie alternatives with lower expasure to
commaodity prices are a key development area, and we

are excited to follow our US launch with a recent launch
into the Asia market.

Functions managed in-house by
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We have built Mypratein into a category-leading
brand in the 10 years since its acquisition.

The unrivalled brand equity we have developed
is now being brought to new product formats
and retail channels through a range of partnerships,
These new partnership help move THG Nutrition
towards its strategic ambition of becoming

a lifestyle brand group that addresses a broad
range of consumers,

A notable expansion is our partnership with Hotel
Chocolat, where we have co-developed a range

of premium protein bars, These bars have proven
highly successful with our customers since they
were launched in November 2021, and are now

a top 5 best-selling bar range within THG Nutrition.

We have also recenlly launched strategic global &
localised partnerships with Mike & lke in the United
States, Vimto in the United Kingdom, and Jelly Belly
globally, which bring these household brands into
the nutrition space for the first time. In 2023, we will
launch a further partnership with Perfetti Van Melle
under its Chupa Chups brand, a global leading
confectionary brand.

These new partnerships offer our brands opportunities
to extend into new categories, sales channels, increase
brand touchpoints and engage consumers in new
ways, while extending their purchasing of the brands
to new purchasing occasions.

Retall

THG Nutrition brands are pursuing selective expansion into are sold across the Don Quijoite, Costco, and Family Mart
retail channels, principally in the UK, Japan and USA. retail chains, with further distribution opportunities being

In the UK, Myprotein holds prominent fistings in Asda, explored across a range of internationai territories, In the
Tesco, Iceland and Co-Op. Our protein bars, snacks and USA, Myprotein recently launched on The Vitamin Shoppe,

drinks are also now stocked in PureGym, the largest gym
chain in the UK, with expansion across further gym groups
a strategic priority for 2023, In Japan, Myprotein products

MYPROTEIN X ICFI AND

In 2022, Myprotein signed a five-year partnership
deal with Iceland Foods to launch a range of frozen
ready meals, The ready meals launched in 1000+
Iceland stores and conline in January 2023, The new
range is jointly developed by Myprotein and lceland
and will provide healthier and more nutritionally
complete versions of many popular meals, and

will include fully prepared meals, pizzas, wraps,
ingredients, desserts and ice creams.

Iceland, the second largest frozen food ratailer

by market penetration, was selected as a partner
given its reputation for the highest praduct quality,
with 96% UK coverage, and its award-winning

track record as a licensing partner. Myprotein's
licensing stratagy further builds non-digital channel
brand awareness and product range expansion,
complementing its UK and global store-hased
distribution network through retailers such as the
Co-operative Group in UK and Don Quijote in Japan.

The partnership underlines the strength of the
Myprotein brand, the largest online nutrition brand
globally, and the potential to further expand the
brand across strategic partnerships in future periods,

N
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one of the leading specialty nutrition retailers in the USA, as
we continue to scale the reach of the Myprotein brand in the
USA market, which is a key strategic focus going forward.




Customer

The THG Nutrition customer base is highly engaged, with
over 80% of revenue coming from repeat customers,

In addition, in recent years an increasing share of revenue
has been driven through channels that incur no or very low
marketing costs. A key driver of this has been the launch of
our mobile apps in 2021, mobile apps have contributed an
increasing share of revenue and now account for 15%

of THG Nutrition online revenue,

Influencers remain at the heart of our custormer engagement
strategy, and the ragular and highly engaging content they
produce is a significant asset to ocur THG Nutrition brands. The
content they produce is regularly fed into our own marketing
channels, providing authenticity that complements cur own
marketing centent. Given consumers are incraasingly turming
to anline channels to educate and inspire themselves around
nutrition and fitness, inflilencers play an increasingly imporiant
role in engaging with and educating our customer base.

An example of our successful investrment in content is our in-
house The Supplement magazine, which is provided for free to
our onling customers, Since its launch in 2021, The Supplement
has praven highly popular with our custormers, and is now ane
of the highest circulation magazines in the UK, with cur most
recent issue reaching a digital circulation of over 500,000,

To further expand the reach and engagement of The
Supplement, we are developing a new range of "recipe”
magazines in 2023,

Qur broad customer base is evidenced by our community

of over 8 million social media followers, with our multi brand
approach enabling us to capture a much greater share of each
consumer’s health and wellness spend and encouraging cross
category purchases, We continue to develop highly engaging
and educational content to ensure high levels of custormer
satisfaction and brand awareness. The results of this can be
seen through market research that shows Myprotein ranks
either #1or #2 in aided brand awareness in 8 key markets, with
significant increases in aided awareness seen in the territories
such as the UAE and Australia.

We continue to explore new ways of reaching our customers,
with our expansion onto Tiktok, where we now have mare
than 0.5m followers and host regular shopping events, being
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a notable example, and which demonstrates the relevance of
our brand to new censumers, While we ook to leverage new
retail and marketing channels to grow our brand awareness
and market share, our direct channels, such as our website,
app and magazine, create a hub for our community that allows
direct engagement with our customers, which is key to building
long-term brand equity and customer loyalty. We continue to
invest in strengthening our direct channels and see this as a
key source of competitive advantage for our brands.

Future outlook

We will continue to evolve the Myprotein brand through
building cut and launching new sub-brands where
opportunities exist for further category expansion,

Within our existing categories, we are focused on delivering
inngvative and highly targeted new product development
through our in-house capabilties with a focus on more
sustainable ingredients and materials. By continually evclving
our portfolio of products and brands to better suit consumers
needs, we capitalise on new opportunities and expand our
addressable markets.

Our nutrition brands are accessible t¢ a wide range of
customers, not just the regular gym goer. We intend to further
broaden the appeal of Myprotein through a rebrand in the
second half of 2023 that will turther strengthen our identity
as a brand that resonates with a wider audience and
subsequent consumption occasions.

In addition, continued expansion into traditional retail channels
through our convenience ranges will enable us to reach

new customers, and drive incremental consumption, while
continuing to raise brand awareness, Licensing partnerships
leverage the power of the Group's brand portfolio and digital
first business model. It offers cur brands opportunities to
extend into new categories, increase brand touchpoints and
engage ConNsSUMErs in New ways,

We are able tc leverage our D2C capabilities to elevate

partnerships to new levels, further driving visibility and
brand equity.
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THG /INGENUITY

2022 saw an evululion in Ingenuity’s growth strategy as we
progressively pivoted away from small business customers
te deliver transformative e-commerce sclutions for larger
arganisations across our three focus categories of beatty,
FMCG and retail,

This transition has been made possible throlgh the
development of Ingenuity’s headless solution {the decoupling
or detaching' of the user experience {front-end) layer of the
website from the back-end functionality of the platform) and
maodular platform capabilities. This offers greater choice and
flexibility to larger-sized customers looking t¢ upgrade aff, or
some, of their existing e-commerce technalogy stack, as well as
offering customers the ability to design more hespoke, branded
user experiences by managing the front-end of the website
themselves, As we increasingly support these larger customers
in the e-commerce technology decision-making process, THG
Ingenuity has found itself naturally playing a more significant
role right at the heart of these customers' transformation
agendas, frequently breadening the project scope across all
elements of digital business change,

With this shift towards larger, more strategic customers comes
anather evolution in the form of our commercial model as we
place greater focus on generating recurring revenues through
platform license fees and full-service contracls where the
customer adopts our suite of service offerings across our three
core solutions: technology, operations and digital,

Expanding the customer base

In 2022, we confirmed new custemer partnerships with
brands across our core categories of beauty, FMCG and

retail including Philip Morris International, Kraft Heinz and
Anastasia Beverly Hills. We see customers commissioning

an increasing number of services across our Unified product
offering including D2C website design and build, international
site rollout, translation, creative and content production,
performance marketing and strategy.

As the number of brands live on the platform increased

through 2022, we saw the positive impact of recurring
revenue and uptick in GMV from these live sites,

STUDY

CLIENT

Matalan

Through 2022, THG Ingenuity defivered a large-scale digital
transformation project far Matalan - replatforming Matalan's
existing e-commerce store and building true omnicharnel
capabilities for one of the UK's leading value retailers, The
project, launched in March 2023, will enable Matalan to
futfil online orders fram its stores as well as ‘endless aisle’
functionality (the ability to display store stock availability,
onlineg) Through our solutiun, Matalan is also utilising THG
Ingenuity’s Order Management System, which is replacing
1ts legacy system, and integrating our customer service
software, THG QOrbit, into its customer service centres.

As well as enhancing the customer experience on site

and in stares, THG Ingenuity’s app platform will ensure
Matalan maximises engagement opportunities from its
always-on customer approach. In addition, the integration
of the Matalan Me Loyalty Programme into the Ingenuity
platform will allow Matalan’s popular loyaity programme to
be truly omnichannel - a first for Matalan. THG tngenuity
will integrate with Mirakl, to offer Dropship & Marketplace
capability, significantly increasing the product range
available for Matalan customers.

And finally, to ensure the delivery of a truly world-class
digital experience, Matalan is leveraging THG Studios to
develop and detiver all on-site fashion product photography
from July 2023.

Coca-Cola Europacific Partners

Since launching on the Ingenuity platform in November
2020, Coca-Cola Europacific Partners (CCEP) has
continued to experience strong performance across

key metrics. Conversion rate increased 115 percentage
points, average order value increased 174% and revenue
increased by 92.2% vear on year, This, in large part, has
been achieved thraugh the continuous collaborative
testing and optimisation of trading strategies by the client
and THG Ingenuity's ¢ commerce tearm,
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Platform evolution

Through 2022, we continued to invest extensively in our
platforrm, with one of our most significznt evalutions being
the release of our headless solution,

Coggles, THG's own-brand luxury online fashion store
offering aspirational third-party brands access to an
international customer base, was the first site to be
relaunched on Ingenuity using a new headless solution.
The frant-end flaxibilily offered by lhe headless solution
enabled greater customisation and tooling options for rich

feature creation without the need for development changes.

The relaunch resulted in higher traffic, average session
duration and conversion and, in turn, greater revenue
for the brand.

This shift in our platform strategy offers our customers
new and greater flexibility, while extending the reach of
our addressable market to a larger network of enterprise
customers, alliances, and partner agencies - those looking

for a more flexible solution to build a custom, front-end
whilst benefiting from 1 HG Ingenuity's extensive back-end
capabilities and applications. Mondeléz International was
THG Ingenuity’s first customer to launch a D2C website
utilising this headiess sclution, working with a third-party
agency to design the front-end brand experience for
Mondeléz International’s Toblerone website and integrating
this into THG Ingenuity's commeren capahilities.

In addition, the modularisation of the THG Ingenuity platform
has enabled a new type of customer to consume THG's
breadth of microservices, all of which can be integrated
into a customer’s existing or future technology-stack,
independently. This opens up further opportunities for THG
Ingenuity to be selected as the e-commerce provider by
larger-sized customers who are looking to upgrade certain
elements of their existing e-commerce ecosystem without
the need of a full replatform, saving the customer cost, time
and reducing complexity.

Web Shopper Facing - Front End

Payments, Tax Couriers &
We r i mer: Lovalt o Fraud ‘
b Commerce Mabile Commerce || Customer & Loyalty % Duties Tracking
= Mobile, Web & App « Email Marketing + Optirnised Basket ISC Certified « Carrier Management
+ Segmentation - Conversion « Al Powered - End To End Tracking

« Special Offer Engine

- Campaign
Management

- Al Recommendations
- Wishlist

« Product Reviews

+ Shoppatle Blog

« Customer Loyalty
Programmes

- Returns Across Channels &

- Referrals Media

« Subscriptions - Optimised Workflows
. Headless To Retain & Grow

Customer Base
- Powerful CMS

- QOrder Management System
» Product Information Management
- Marketplace
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+ 50+ Payment Options
. Global Payment

- Audience Management

< Next Day Delivery
- Ower 200 Courier
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For High-Risk Orders
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\j



Behind The Scenes - Back End

THG

A
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THG/CLOUD

SERVICES
. Marketplace Order Store Order & : Data, Analytics
WH Fulfilment . ) Customer Services Cloud
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Warehouse + Range Curation - Click & Collect + Mult-Channel el Real-Time Data « Global Infrastructure
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D2C Fulfilment &
Returns Handling
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Order Processing
Amazon Connector

Pick From Store
- Ship From Store
Instore Ordering
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Omnichannel
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Live Chat, Whatsapp
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Machine Learning
Powered Response
Tools
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Telephone Ordering
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Cne Business
Data View

« SKU-Level Analytics

Customer Feedback
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Product evolution

As part of cur product evolution, we've simplified the go-to-
market proposition of our complete e-commerce platform
and service capabilities into three core solutions: Technology
which encompasses the core commerce platform, data,
hosting and security; Digital, which encompasses the

Core Commerce

Commerce
Academy

Influencer

Marketing & Data

MApicitaL

Translation

Studio & Creative

Strategy

Within this, we continue to further evolve the offering of
individual prapasitions, with particular spotlight on:

Data Analytics (THG I1Q): The 1 data proposition has
traditionally supported our THG customer base across

a number of facets including consumer insights, analytics
and reporting, Maore recently, the team has expanded to
support customers acress a number of additional areas
in line with the increasing necessity for data driven and
programmatic digital strategies. To this effect, we have
developed a more comprehensive audience insight,
segmentation and technology function as well as broader
consultative and data services fo support customers
generating & better understanding of consumers and
consumer behaviour, This has included more recent
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peripheral brand-building capabilities of creative and
campaign, marketing and data, strategy, lranslation and
influencers, and finally; QOperations, neatly bringing together
the three core offerings needed to build a digital business:
e-commerce technology, brand experience and fulfilment.

Data & Analytics

Infrastructure,
Security & Hosting

Sustainability

Fulfilment

Courier Management

M orPERATIONS

Manufacturing

Customer Experience

partnerships with platforms such as Liveramp and
Qubit and further opportunities across the Custorner
Data and Machine Learning space being considered.

Strategy: Our experienced strategy team has
developed go-to-market propositions for scme

of THG Ingenuity’s largest customers, consulting

on 'where 1o play and how to win' strategies in the
e-commerce ecosystemn and creating a point of
differentiation to deliver profitability in the space. In
2022, we evolved our strategy offering with our 'D2C
playbook’ propesition which brings together insight-
driven and experience-based recommendations

to provide customers with a step-by-step guide for
successful e-commerce execution.



Fulfilment: We continue to build a best-in-class complete
e-commerce fulfilment sclution powered by THG's
proprietary technology, with AutoStore automation at its core.
Bringing tegether Voyager, THG's Warehouse Management
Systern (WMS) and Warehaouse Cuniliol Syslem (WCS),
THG Delivered's courier integrations and THG Orbit's
omnichannel customer support solution with AutoStore's
proprietary automation hardware and software, THG FIR/
ST's frictionless fulfilment environment is disrupting the
market and bringing a highly efficient end-to-end fulfilment
solution to customers of all sizes.

Partnership evolution

Throughout 2622, we continued to integrate select, strategic
partners such as Liveramp, Bynder and ContentSquare onto
the platform, increasing platform extensibility for Ingenuity
custorners looking for best-in-class solutions to data
enablement, asset management, testing and optimisation
and social integration. These partners, whilst providing
additional revenue streams, offer choice for Ingenuity
customers looking te utilise our complete e-commerce
platform whilst retaining elements of flexibility.

The evolution of the Ingenuity platform into a headless

and modularised solution has opened new opportunities
for partnerships with technology consultancies, systems
integrators and development agencies locking to work with
a proven, API-first, cloud-based e-commerce platform for
their own customers’ solutions, THG Ingenuity's alliance
programme identifies like-minded partners to go to market
with, selling together to enter new markets and acquire new
custormers, in December 2022, THG Ingenuity announced
its first partnership with UK-based technolegy consultancy;
AND Digital,

Future outlook

THG

Brand evolution

In 2022, we renewed our investment in marketing
with a heightened focus cn building awareness for
the THG Ingenuity brand in our focus markets of

the UK and Europe, the USA, Australia, India and

the Middle East. Content has been a key driver of
this approach, and in October we launched our first
consumer trends whitepaper: “The Future Consumer
Trends Impacting D2C Business! This coincided with
our inaugural Future of Commerce Event.

Day one’s agenda at The Future of Commerce Event
commenced with the launch of our whitepaper.
Following this, headline speakers Meta, Microsoft

and TikTok shared their thoughts on how commerce
businesses can meet the heightened needs of
today’s consumers. In addition, THG Ingenuity's

own customers, Homebase and Nestlé, shared their
thoughts on what D2C means for the future of their
organisation. Day two's agenda focused on the key
capabilities required 1o accelerate change through
digital commerce. In a fireside chat, cur keynote
speaker, Diary of a CEQ's Steven Bartiett, shared his
advice on leadership capabilities. Ending two fantastic
days of talks, the event culminated with a panel
discussion bringing together THG's own perspectives
on the future of commerce,

With over 100 attendees, the event enabled guests to
come together, network and share their challenges
and ambitions for their own future of commerce.

BRI

Gver the next three years, THG Ingenuity will transform inte a multi-category and multi-channel D2C provider with

a global footprint:

FROM...

Business focused on domestic UK market

Beauty specialist & emerging retail and FMCG player

D2C exclusivist

Limited selectiveness of customer size

Internal capacity building

Resource-intensive managed services model

by vy vy
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Chief
Office

"We have taken decisive action over the last year, to reduce the

- Inancial
r VEDVIET

Group cost base, provide strategic aptionality and a stronger
platform for growth in the context of a tough trading comparative
period and a challenging macroeconomic backdrop.”

Damian Sanders

Executive Director and Chief Financial Officer

Year ended 31 December 2022

Year ended 31 December 2021

Before Adjusted Total Before Adjusted Total
Adjusted ltems Iltems Adjusted Items lterms

£'000 £000 £000 £'000 £000 £'000
Consolidated income statement
Revenue 2,239,229 - 2,238,229 2179910 - 2179910
Cost of sales (1,333,737) {25,517) (1,359,254) {1,225506) - (1,225,5086)
Gross profit 905,492 {25,517) 879,975 954,404 - 954,404
Distribution costs (380,652) (22117) (402,769) {386,928) (43.012) {429,940)
Administrative costs (674,6286) (298,145) {972,777) (575,711) (86,216) (661927)
Operating loss (149,786) (345,779) (495,565) (8,235) (129,228) (137463)

Alternative performance measures

The following table provides adjusted measures. The Group believes that these alternative performance measures, which
are not considerad to be a substitute for IFRS measures, provide stakeholders with additional helpful informaticn on the
performance of the business. These alternative performance measures are consistent with how the business performance
is monitored and reported through internal management reperting to the Beard.

The below table summarises the result from operations before depreciation, amortisation, share-based payments and SaaS
change in accounting policy costs. These amaunts are also reconciled back to the nearest IFRS measure within this table:

Year ended 31 December 2022

Year ended 31 December 2021

£'000 £'000

Adjusted gross profit 925,488 974,767
Adjusted distribution casts (353,412) (369120)
Adjusted administrative costs (507,962) (444,377)
Adjusted EBITDA 64,114 161,276
Saa8 change In accounting policy 10,83 -
Adjusted EBITDA pre SaaS change in accounting pohicy 74,297 161,276
EBITDA losses from discontinued categornes 14,582 8,348
88,879 169,624

Adjusted EBITDA {continuing)
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Note: The table on the previous page shows financial results for grass profit, distribution costs and administrative costs before the impact of depreciation,

amortisation and share-based payments. The impact is as follows:

For statutory presentation gross profit includes charges of £200m (2021 £20.4m) for amaortisation and depreciation,
For statitory presentation distribution costs include charges of £27.2m (2071 £17.9m) for amortisation and depreciation.
For statutory presentation administrative costs include charges of £155.9rn (2021: £131.3m) for amortisation and depreciation

and £10.7m (2021, £nil) for share-based payments.

Reconciliation from Adjusted EBITDA to Operating loss

Year ended 31 December 2022 Year ended 31 December 2021

£'000 £'000
Ad|usted EBITDA 64,114 161,276
Depreciation (94,191) (70,478)
Amortisation (108,975) {93,033)
Share-based payments (10,734)
Operating loss before adjusted itemns (149,788) (8,235)
Adjusted items — impairment (275,422) (55,990)
Adjusted items — other {70,357) {73,238)
Operating loss (495,565) (137463)

Revenue

Group revenues grew by 2.7% to £2,239m (2021: £2,180m),
THG Beauty sales grew +4.5% to £1,235m (2021 £1182m),
THG Nutrition grew +2.4% to £675m (2021: £660m) and

THG Ingenuity delivered +81%6 growth in external revenue

to £160m (2021: £146m). The contribution from acquisitions

- predominantly in the Beauty division - was in line with
expectations at c.£125m. Organic performance was pleasing
relative to peers and against tough comparatives as the world
re-opened, with stable customer metrics,

International sales accounted for 57% (2021: 58%) of total
Group revenue, The US continues to be a strong growth area
for the Group delivering c10% revenue growth in the year with
sales of £447m (2021 £406m) representing 20% of the Group,
following on from the successful integrations of US acquisitions
in recent years including Bermstore, Bentley Laboratories and
Perricone MD. THG Nutrition continues to perform well in the
LS albeit from a moderate base, with the UK delivering sales
growth in excess of the Group, reinforcing our strong position
and continued ability to increase sales demaonstrably in our
more mature markets.

Revenue growth was driven by a higher pricing environment,
particularly in THG Nutrition, but was offset by challenges in
respect of the reopening of physical retail, pressures on the
consumer environment driven by the emerging cost of living crisis,
along with disruption to the UK courier netwark in the final quarter
of the year, the latter being more acute in THG Beauty.

Nete that during 2022, revenue generated from the
discontinued categories totalled £119m (2021: £147m).

More information on these categories is included later in the
reporl, Excluding these areas, the revenues from the continuing
operations delivered growth of +4.3% year on year,

Gross profit

Adjusted gross profit was £925m (2021 £975m) equating to
a gross profit margin of 41.3%, 340bps adverse year on year,

Gross profil on a statutory basis decreased to £880m from
£954m with a margin of 39.3% {2021, 43.8%). One key
driver of the reduction on a statutory basis is the £26m
inventory provision and costs of decommissioning facilities
recognised in 2022, bath of which are adjusting items given
their cne-off nature. At the year end, certain loss-making
categories and territories primarily within THG OnDemand
were placed under strategic review. This review is now
complete and these operations will be fully exited by the
end of Q3 2023. This has led to this provision relating to the
expected discounting and disposal of inventory following
the exit of unprofitable websites and warehouses,

The cost environment in 2022 has been unusual, with
elavated whey commodity prices and other raw materials
experiencing high inflation, notably labour and energy,
across most major cost ings which has applied pressure
to margins, Measured price increases were implemented
to mitigate a proportion of the impact of this temporarily
elevated input cost, however the Group also invested in
consumer price protection, particularly in Nutrition,
which has reduced margins during the year.

These margin headwinds began to abate across the

second half of the year, a trend which we have seen
continue into early 2023,
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Operating expenses

Distribution costs on a statutory basis reduced as a
percentage of sales by 1770bps compared to 2021, culminating
in & cost of £403m (2021 £430m), which is 18.0% {2021: 19.7%)
of revenue. Included within statutory distribution costs are
£22m of costs relating to incremental delivery fees in respect
of Covid-19 and commissioning of new facilities. In 2021, these
costs totalled £43m, The substantial decrease is due 1o lower
incremental Covid-19 costs this year following the impacts of
the pandemic lessening on the supply chain and a reduction
In costs for new site commissioning as the Group netwark
expansion programme draws to a conclusion, generating
substantial capacity for growth, Adjusted distribution costs of
£353m (2021: £369m) were 15.8% (2027: 16.9%) of revenue,
This improvement was driven by the Group's continued

focus on network cptimisation, and the expanded usage of
warehouse automation utifised to combat high levels of labour
inflation in the market,

Administrative costs on a statutory basis totalled £973m
(2021: £662m) with the increase driven by three key factors.
The first being a non-cash impairment charge in respect of
THG Beauty of £183m (2027: £nil) and THG Ingenuity of £87m
{(2021: £nil). A result of the divisional recrganisation is that
additional cash-generating-units were identified during 2022
which has led to the impairment reviews being completed at
a significantly more granular level than in prior periods, This
combinerd with more challenging global markets where the
market price of many technology businesses has fallen cver

the last 18 maonths, macroeconomic, inflationary and interest
rate pressures along with the substantial amount of assets
included within THG Beauty from recent acquisitions, and
THG Ingenuity following the continued investment in the
global infrastructure and platform has led to the impairment
of historical goodwill balances. Secondly, a £10m charge (2021
£nil) for software-as-a-service has been recognised within
administrative costs in 2022 compared to being capitalised
within intangible assets in 2021, following the change in
accounting policy during the prior year, Finally, in 2022

a share-based payment charge of £11m was also incurred
following the new employee incentive schemes launched

in the year which were £nilin the prior year.

Adjusted administrative costs as 8 percentage of revenue,
increased by 230bps year on year, driven by well-documented
global inflaticnary increases, primarily in raspect of marketing
costs driven by significant paid media and cost per click
inflation. This impact was partially offset by the Group's
technology-focused marketing approach and influencer
macdel, alongside the execution of an extensive cost-reduction
program across the second half of the year. The Group's cost-
reduction proagramme delivered a reduction in headcount

of almost 2,000 heads through technology investrnent, and
simplification of operations within its core divisions across
THG Beauty, THG Nutrition and THG Ingenuity. The full impact
of this will continue to flow through into 2023 as it annualises,

Adjusted EBITDA and Adjusted EBITDA (continuing)

£'000 2022 2021
Adjusted EBITDA 64,114 161,276
Margin 2.9% 74%
Saa$ change in accounting policy 10,183
Adjusted EBITDA pre SaaS change in accounting policy 74,297 161,276
EBITDA lgss from discontinued categories 14,582 8,348
Adjusted EBITDA, (continuing) 88,879 169,623
4.2% 8.3%

Margin

Adjusted EBITDA fell ta £64m with a margin of 2.9% (2021: £161m, margin of 7.4%}) with adjusted EBITDA from continuing

operations totalling £89m compared to £170m in 2021,

Adjusted EBITDA (continuing) represents a margin of 4.29% (2021 8.3%) reflective of the challenging environment that we
have seen in 2022 and the Group's strategy to, as far as possible, protect consumers from these inflationary pressures in
addition ta adverse foreign exchange, together with administrative cost inflation across payrall and marketing,
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SaasS change in accounting policy

Following the IFRIC agenda decision in 2021, the Group
updated its accounting treatment and policy for IAS 38
Intangible Assets accordingly. The impact of this was that
costs in relation to SaaS solutions have been recognised
within administrative casts during the year, Comparative
costs were recognised within intangible assets and
amortised in line with the previous accounting policy,
An alternative performance measure (APM) has been
presented this year to provide a like-for-hke comparison
reflective of the prospective treatment, This APM will

not be repeated in future years.

Discontinued categories

During the year, and as previously announced, a strategic
review was undertaken in the year to review our non-core
operafinns As a result, the Group proactively chose o

discontinue certain loss-making territories and categories.

A new APM has been presentad this year to provide
information as a result of this decision. The categories that
have been discontinued - notably THG OnDemand and
ProBikeKit - contributed revenue of £118m (2021 £147m)
and an EBITDA loss of £15m (2021: £8m). The strategic
review is now complete with these aperations expected
o be fully exited by the end of Q3 2023.

Depreciation and amortisation

Total depreciation and amortisation costs were £94m and
£109m respectively (2021: £70m and £99m), an increase of
19.9% on the prior year. Depreciation increased as a result
of the previous investment made in the global warehouse
expansion program which is almest complete, with the
automated beauty fulfilment facility at Manchester Airport
{lcon 2) finalising its commissioning phase in early 2023,

Amortisation increased primarily due to the full year impact
of the charge in respect of intangibles recognised on
acquisitions during 2021, plus the continued investment

in our proprietary technology platform during the period
which totalled £680.7m (2021 £47.6m). This investment

is focused on the technology to support both internal

and external customers and ensurss that we continually
enhancs the functionality and capability of the platform.

Operating loss

Operating loss before adjusted iterns totals £150m

(2021: £8m). This loss was a result of the challenging
macroeconomic environment (principally cost inflation

and commodity prices) and our focus on price protection
to customers, These costs are expected to be partially
transitionary in nature and are showing promising signs

of abating as we move into 2023, Furthermore, the Group
has responded with a number of pricing and cost initiatives
during the year to ensure the cost base is appropriately
rebalanced and these will continuia te annualise into 2023.

THG

The Group incurred an aperating loss in the period of
£496m (2021: £137m). This is primarily driven by the
increase in costs as set out above which have compressed
gross rnargins, along with one-off casts incurred during the
year. These costs relate mainly to the non-cash impairment
charge and costs related to the discontinuation of loss-
making categeries.

Non-cash impairment totals £275m. This was driven
by the factors set out in the adjusted items section
later i this report and in more delail within note 11,
The impairment ralatas to charges in respect of THG
Beauty and THG Ingenuity totalling £269m, other
intangibles within discontinued categories of £4m
and assets held for sele totalling £2m.

Costs incurred in respect of the discontinuation of loss-
making categories are a result of inventory provisions in
respect of discounting and clearance along with dispasal
of impacted inventory, costs of warehouse exits and other
non-recoverable assets. These costs total £32m.

Finance costs net of finance income

Finance costs net of finance income have increased to
£54m (2021; £49m) driven principally by higher lease
charges as the new facilities from the warehouse expansion
programme contain a full year charge in 2022, vs, part year
in 2021 and the additional £156m debt facility drawn in Q4.

Loss before tax and tax rate

Reported loss before tax was £5650m (2021: £186m).
The effective tax rate is 18% (2021: 25.9%;), based on

a total tax credit of £9.8m (2021 £48.2m). The effective
tax rate differs from the average statutory rate of 19.0%.
This is primarily due to a movement in deferred tax
not recognised (-7.8%), and the impact of goodwill
impairment (-9.3%).

Al the balance sheet date the total net deferred tax liability
is £77m (2021 £74m). The deferred tax liability in respect
of intangible assets recognised on consalidation was
£151m (2021: £152m). The deferred tax asset in respect

of tax losses recognised was £55m (2021 £60m), There
were £58m of unrecegnised deferred tax assets in respect
of tax losses at the balance sheet date (2021: £nil}. This
non-recognition has an impact on the income statement
tax credit, and this is ane of the primary reasons for the
effective tax rate being below the statutory rate.

Earnings per share

Loss per share was (£0.44) per share (2021: (£013) per
share). The non-cash impairment charge has a material
impact here and if this were to be removed, the loss per
share wauld have been (£0.21) per share.
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Segmental Summary

Following the completion of the divisional reorganisation during the year, the Group reports 31 December 2022 results on a
divisional basis. This is a changs in the current year and the prior year has also been restated to show a comparative on a
like-for-like basis of preparation,

Following the restructure, revenue is now recharged for the services that THG Ingenuity provides to the wider Group in the
form of platform fees, customer services, fraud detection services, THG Studics, fulfilment, postage and marketing services.
These items are eliminated on consolidation and shown separately in the following tables.

Overview

2022 THG THG THG Inter-group Continuing Discontinued Fy 2022
£m Beauty  Nutrition  Ingenuity Other  Central  elimination Total ! categories Total
External revenue 1,2365.0 5751 159.6 509 - - 21206 naz 22392
Inter-segment R B 5974 R - {597.4) - -
revenue

Total revenue 1,235.0 6751 7570 50.9 - (597.4) 21206 na.zs 2,239.2
Adjusted EBFTDA

pre 5235 casts 329 518 29.3 (1.9 {23.2) - 8a.2 (14.6) 743
Adjusted EBITDA 32.9 51.8 191 (19) (23.2) - 787 (14.6) 641
Adjusted EBITDA 279 7% 259 379% - . 37% -12.3% 2.9%

margin

At the year end, certain loss-making categories and territories within non-core divisions were placed under strategic review and subsequently management
has decided to exit these areas. The exit doesn't mest the criteria under IFRS 5 Discontinued operations as these categories and territories are not a major
component of the Group as defined by the accounting standard, however, to provide further information on the ongoing revenue and Adjusted EBITDA of
the Graup the result of these operations has been shown separately in the above table.

2021
£m THG THG THG Inter-group Continuing Discontinued FY 2021
Beauty  Nutrition  Ingenuity Other  Central  elimination Total 2 categories Total
External revenue 11815 6595 146.3 461 - - 20334 1485 21789
Inter-
ner-ssgment - - 6025 . - (602.5) - - -
revenue’
Total revenue 1181.5 659.5 748.8 46.1 - (602.5) 2,033.4 146.5 21799
Adjusted EBITDA 70.2 76.6 404 (21} {15.5) - 169.6 (8.3) 161.3
A e
diusted EBITDA 55% 5% 6% -46% - - 8.3% 5.7% 74%

margin

2, For the |oss-making categories and territories within non-core divisions that have been shown separately within the 2022 table under the discontinued
categories heading, the same adjustment has been included for the 2021 result to show a comparative of continuing operations year on year.

3. Internal revenue was not recharged until the completion of the divisional reorganisation, however for lustrative purposes this has been shown above for
2021. This has been calculated using the same charging mechanisms in 2022 to provide a like-for-like comparisan,

THG /BEAUTY

£m 2022 2021 Change %
Revenue 1,235.0 11815 +4.5%
Adjusted ERITDA 329 702 -53.2%
Margin % 2.7% 5.9% -330bps

THG Beauty sales grew +4.5% year on year to £1,235m despite tough covid comparatives in 2021, due to online retail
benefitting in H1 2021, from the closure of physical retail stores. The division successfully integrated Dermstare, Cult Beauty
and Bentley Laboratories into THG Beauty in the year, which supported growth across our two key territories, the UK and
the US, with the acquisitions delivering in line with expectations.

THG Beauty delivered Adjusted EBITDA of £33m (2021: £70m) with a margin of 2.7% (2021 5.9%), being a 330bps reduction
on 2021, The reduction in margin is an effect of inflation, the consumer environment detericrating driven by the emerging
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cost of living crisis and in Q4 material disruption in the UK courier network impacting seasonal gifting and consumers
prapensity to spend online.

Three key acquisitions being Cult Beauty, Dermstore and Bentley, were integrated in the year, with synergies beginning tq be
realised in the second half of 2022, Average order values continue to increase totalling £63 per basket for 2022 (2021: £60),
this is driven fram a focus on customer loyalty {with the launch of LF Beauty+) and continued investment to drive increased
customer engagement in both third-party and THG own-brands and growth of market share in our key territcries.

THG/NUTRITION & WELLNESS

£m 2022 2021 Change %
Revenus 67511 655.5 +2.4%
Adjusted EBITDA 51.8 768 -32.4%
Margin 7.7% 11.6% -390bps

THG Nutrition sales grew 2.4% vear on year to £675m, with foreign exchange providing headwinds, alongside a particularly
strong comparative period from the increase in online retail due to the closure of physical retail stores. Within THG Nutrition,
the input cost environment was one of the most challenging we have ever faced. In the context of this exceptionally
challenging environment, we are encouraged by the robustness of trading to deliver revenue growth in 2022,

THG Nutrition delivered an Adjusted EBITDA of £62m (2021: £77m) with a margin of 77% (2021: 11.6%), being a 380bps
reduction year on year and considerably below medium-term norms for this division reflecting exceptional input prices.
Measured price increasas were successfully implemented during 2022, which has partially mitigated increases in whay input
prices, freight costs and foreign exchange rate movements, although we continued to support customers through these record
high-cost pressures which tempoararily suppressed the margin. When commodity prices normalise, which we are already
experiencing in 2023, we expect a return to the historical EBITDA margin within THG Nutrition over the medium term.

THG / INGENUITY

£m 2022 2021 Change %
External revenue 159.6 146.3 +91%
Internal revenue 597.4 602,65 -0.9%
Total revenue 7570 748.8 +11%
Adjusted EBITDA pre Saas change in accounting policy 29.3 40.4 -27.5%
Margin % 3.9% 5.4% -150bps
Adjusted ERITDA 191 40.4 -52.7%
Margin % 2.5% 5.4% -290bps

1. Internal revenue was not recharged until the completion of the divisional rearganisation, however for iflustrative purposes this has been shown above for
2021, This has been calculated using the same charging mechanisms in 2022 to provide a like-for-like corparison,

THG Ingenuity revenue from externaj customers increased by 91% to £160m, with a strategic re-positioning in Q3 2022, focusing
on higher value and higher margin clients which previde improved quality recurring revenue. Total Adjusted EBITDA was £19m
after a £10m charge for the SaaS accounting pelicy change as explained earlier,

THG Ingenuity delivered an Adjusted EBITDA margin of 2.5% (2021 5.4%,, being a 290bps reduction year on year. Following the
decision to reposition the division, there was a strategic exit of smaller accounts to implement the new strategy which will continue
throughout 2023. As revenue scales and the revenue mix evolves towards the commerce offering we consider margins will return
to and exceed these achieved historically.

ingenuity Commerce revenue of £47m (2021 £45m) includes Software-as-a-Service licence fees, monthly brand building fees,
infrastructure service fees, revenue share, translation and creative services, with most of this being recurring in nature, albeit
complemented by non-recurring fees. FY22 revenue growth was suppressed while management execute the change in strategy,
with smaller contracts paused, and the new customer base on a longer lead time from tender to live site.

Following the announcement of the divisional rearganisation during 2022, THG Ingenuity began to charge for its services to
internal customers across the wider THG PLC Group, This generated revenue of £597m, relating to services provided which have
previously not been recharged across the group due to the historical corporate structure in place, The revenue relates to platform
foes, customer services, fraud detection services, IHG Studios, fulfilment, postage and marketing services, This revenue

is eliminated on consalidation.
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Other

£m 2022 2021 Change %
Revenue 509 461 +10.5%
Adjusted EBITDA (1.9) (2n +11.3%
Margin % -3.7% -4.6% +90bps

Other includes THG | 1ixniry and THG Experience. Rovenue growth of 10.0% has been achieved as a result of the reopening ot
THG Experienca venues in 2022, following lockdowns in 2021 driven by the worldwide pandemic, alongside the strong growth
achieved within THG Luxury,

Adjusted EBITDA loss of £2m remained consistent with the priar year with margin pressure driven by macroeconomic pressures
seen in other trading divisions.

Central costs

£m 2022 2021 Change %

EBITDA lgss from central PLC costs {23.2) (155) +49,3%

Central costs relate primarily to the PLC Board remuneration, professional services fees, group finance, M&A, risk
{insurance) and governance costs that are not recharged to the divisions as they principally relate to the operations of
the PLC holding company. The increase in FY22 was driven by an increased cost base as a result of the macroeconomic
environment, Increased investment in governance, and investment in sustainability initiatives,

Discontinued categories

£m 2022 2021 Change %
Revenue discontinued naz 146.5 -19.0%
Adjusted EBITDA from discontinued operations {14.6) (8.3) +74,7%
Margin % -12.3% -5.7% -660bps

1. For the loss-making categories and territories within non-core divisions shown separately within the 2022 table under the discontinued categories heading,
the same adjustment has been included for the 2021 result to show a comparative of continued cperations year on year,

At the year end, certain loss-making categories and territories primarily within THG OnDemand were placed under
strategic review and the Group has subsequently decided to exit these areas enabling management to focus attention
on a simplified and streamlined group. The exit doesn't meet the criteria under IFRS &: Discontinued operations,

as these categories and territories are not a major component of the Group as defined by the accounting standard.
However, to pravide further information on the ongoing revenue and Adjusted EBITDA of the Group, these have been
shown separately, The discontinued categories contributed £118.7m of revenue and an Adjusted EBITDA loss of £14.6m
in 2022, Management are reviewing the optimal route for exit of these categories with the process expected to be
complete by the end of Q3 2023.

Inter-group elimination
Intergroup eliminations relate to revenue recharged for the services that THG Ingenuity provides to the wider Group in the

form of platform fees, customer services, fraud detection services, THG Studios, fulfilment, postage and marketing services,
These are eliminated on consolidation.

43



Adjusted Items

THG

) 2022 EQ%T_
S £000 £000
Within Cost of sales
Inventory proyision‘for disco‘n.tilnuaﬂon of loss-making categories 25,517 -
and decommissioning of facilities following strategic review ’
25517 -
Within Distoibulivn vusls
Transportation, delivery and fulfilment costs in relation to Covid-19 18,504 26,628
Commissioning - new facilities 3,613 16,384
2217 43,012
Within Administrative costs
Other costs following the outcome of strategic review 6,942 -
Restructuring costs to simplify the group structure 6,803 10,233
Acquisitions - legal and professional costs - 12,225
Acquisitions - restructuring and integraticn 8,046 5,328
Impairment of goadwill - 53,008
Impairment of certain intangible and tangible assets associated
with Software-as-a-service arrangements - 25982
Impairment of assets for discontinuation of loss-making categories 3,763 -
Impairment of assets - macroaconemic impact on valuation 269,828 -
Impairment of assets held for sale 1,831 -
Other legal and professional costs 569 1,350
Donations 362 1,060
298,145 86,216
Within Finance costs
Softbank option - non-cash (601) 601
Total adjusted items before tax 345,178 128,828
Tax impact {63,949) 11,901)
Total adjusted items 291,228 117928

For full details on each category of adjusted item see note 4 to the financial statements,

in order to understand the underlying performance of the
Group, certain costs included within cast of sales, distribution,
administrative and finance costs have been classified as
adjusted items. These items principally relate to acquisition-
related restructuring and integration costs, transportation,
delivery and fulfiment cost increases in relation to Covid-19.
All material classes of adjusted items reduced year-on-year,

Following the divisional recrganisation of the Group in the year,
the Group has undertaken a strategic review of loss-making
categories and territories. At the year end, certain loss-making
categories and territories primarily within THG CnDemand

were placed under strategic review. This review is now complete
and these operations will be fully exited by the end of Q3

2023, This has led to a one-off non-cash inventory provision

of £26m recognised within cost of sales. This one-off provision
relates to discounting and clearance along with the disposal of
impacted inventory within these non-core divisions and disposal
of inventory following the decision to decommission some
unprofitable warehouse operations within Asia.

Other costs following the outcome of the strategic review
totalling £7m are included within administrative costs. These
costs include the impact of triggering early lease break clauses

for the unprofitable warehouse operations within Asia and
marketing costs for pre-releases that will no longer be launched.
The full exit of the discontinued areas is expected to be
complete by the end of Q3 2023 with costs not recurring

after this date.

Additional restructuring charges of £7m were incurred, these
being the costs of executing the divisional reorganisation,
principally relating to professional fees.

Following the decision to discontinue certain categories
and territories, an impairment has been charged totaling
f4m against affected assets.

A further impact of the divisional recrganisation is that the
assets and cash flows of each division are now separately
identifiable. The result being the identification of additional
cash-generating-units (CGUSs), which are reflective of the

new corporate structure, The result of more CGUs is that

the impairment review has been undertaken at a more

granular level than in previous years. Following the significant
acquisitions within the THG Beauty division in recent years,

a substantial amount of intangible assets are included within
the underlying asset base whilst the market price of comparable
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assets, alongside many technalogy businesses, has fallen over
the last 18 months, This is reflective of more challenging global
markets following the macroeconomic, inflaticnary and interest
rate pressures driven by, amongst other things, the Russia-
Ukraine conflict, Against this backdrop, the impairrnent review
has led to an impairment of £183m within the Beauty division.

In addition, an impairment charge of £87m has been recognised
within the THG Ingenuity cash-generating-unit. This has arisen
as the impairment review has been undertaken at a more
granular level than in previous years. Following the appeintment
of otir newy CEO of THG Ingenuity n 2022, the Group has
repositioned its strategy. Management believe they have made
conservative growth assumptions which are lower than the
growth rate prospects of the sectors in which THG Ingenuity
operates given the recent change in strategy. Alongside this,
THG Ingenuity has made significant investment for the future

in its platform and global infrastructure network, These factors,

combined with the challenging macroeconomic environment
impacting several of the key assumptions, particularly the
discount rate, which have also had a bearing on peer valuations,
has led to the impairment of the historical goodwill within this
cash-generating-unit.

During the year, there has been a cost incurred in respect

of transportation, delivery and fulfilment costs in relation

to Covid-19. The ongeing incremental excess cost across
accounting pericds is driven by the continued lockdowns
experienced in Asia which still affeet air traffic and key shipping
lanes, As the effects of the pandemic lessen and the lockdowns
in Asia ease, the service providers will no longer need to charge
these incremental costs.

In addition, restructuring and dual-running integration costs of
£8m were also incurred in relation to the 2621 acquisitions as
they were embedding into the Group infrastructure, These costs
are expected to decrease in 2023,

Cashflow

2022 2021

£'000 £000
EBITDA 64,14 161,276
Working capital movements 23,528 {65,322)
Tax paid (4,857) (7,095)
Adjusted items (45,071) (65,528)
Net cash generated in operating activities 3774 23,331
Acguisition of subsidiaries net of cash acquired (5.691) (769,890)
Purchase of property, plant and equipment {94,854) (111,553}
Purchase of intangible asssts {81,564) (77620)
Proceeds from issuance of ordinary shares net of fees (73) 760,230
Proceeds from bank borrowings 156,000 -
Other {74,576) (61,252)
Net decrease in cash and cash equivalents (63,044) (236,754)
Cash and cash equivalents at the beginning of the year 536,827 773,581
Cash and cash equivalents at the end of the year 473,783 536,827

The total cash outflow for the year was £63m (2021: £237m).

There was an inflow from working capital movements
totalling £24m (2021: cutflow £65m) primarily driven by

a focused reduction in inventery, This reduction fellowed

a prolonged period of investment over recent years, to
manage uncertainty around Brexit and subsequently
Covid-19, on top of an increased inventory footprint required
tc expand our global warehouse supply chain which can
now be rationalised as the expansicn program

is approaching completion,
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Cash paid on adjusting items totalled £45m {2021: £66m)
driven by a reduction in transportation, delivery and
fulfilment costs in relation to Covid-19, This has decreased
as the effects of global lockdowns have lessened during
2022, elongside the successful integration of 2021
acquisitions, allowing synergies to begin to be realised
which will annualise into 2023.

In 2021, there was a cash outflow of £770m for acquisition
of subsidiaries. This has reduced to £68m in 2022, solely
related to the settlement of contingent consideration

due on the acquisitions completed in 2021.



In 2027, there was a one-off £760m cash inflow from share
issuance. This did not recur in 2022,

As part of investing and growing the infrastructure of the
Group and the distribution network, there has also been
investment in property, plant and eguipment and intangible
assets (primarily the Ingenuity platform) totalling a cash
cutflow cf £176m (2021: £189m), This is lower than initially
guided &s the group rationalised spend in year.

The expanded global distribution infrastructure and
automation is delivering pperating efficienries during

Balance sheet

Cash and cash eguivalents and net cash before lease liabilities,

THG

a substantial cost inflationary period, and further working
capital improvements are expected,

In October 2022, the Group signed an incremental £156m
banking facility, provided by existing lenders, for a three
year term, illustrating their continued support for the group.
This provided additional cash inflows in 2022,

The Group ended the year with cash and cash equivalents
of £474m (2021: £537m).

2022 2027

£'060 £'000
Loans and other barrowings {679,189) (489,865)
Lease liabilities (334,378) (349,173)
Cash and cash equivalents 473,783 536,827
Sub-total (539,782) (362,21
Adjustments:
s s
Net debt (515,000) (304,759)
Net (debt)/cash before leases liabilities {180,624) 44,414

The Group's balance sheet remains robust closing the
pericd with ¢ash balances of £474m (2021: £637m). The
€600m Term Loan B matures in December 2026 and the
incremental £156m facility matures in Q4 2025, The Group's
revolving credit facility of £170m remains undrawn and has
not been drawn post IPO,

Net debt before lease liabilities and adjusted for the impact
of hedging was £181m (2021 net cash: £44m). The increase
in net debt year an year is driven by the investment in
property, plant and eguipment, leases and intangible assets
in the period totalling £176m.

A

Damian Sanders
Chief Financial Cfficer

17 April 2023

Capital expenditure

Property, plant and equipment totalled £360m (2021:
£336m) which increasad to £1,276m (2021: £1,506m) when
including intangible assets. The movement in the year
was driven by additional investment in the THG Ingenuity
platform and continued investment in the Group's globat
warehouse expansion programme which is now nearing
completion. These were offset by the depreciation,
amortisation and impairment charges incurred,
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Section 172 Statement

Stakeholder

Stakeholder Engagement

The Directors are collectively responsible under section 172 of
the Companies Act to act in the way they consider, in good
faith, would be most likely to promote the success of the
Company far the benefit of its shareholders as a whole and to
take into account wider stakeholder needs when doing so. In
its considerations and decision-rmaking processes the Board
therefore has regard to certain key matters including, but not
limited to, the long-term impact of the Company’s operations
on local communities and the envirenment and the need

1o preserve the Company’s reputation for high standards of
business conduct,

The Board understands the importance of active engagement
with its stakeholders across the entire value chain, including
its employees, external suppliers and partners, and through

Stakeholder How THG Engages

How The Board Engages

rngagement

THG's purpose and strategic priorities is focused on delivering
sustainable, long-term growth enabling the business to
generate positive and impactful change. THG is a global digital
innovator focused on transforming the retail experience for
consumers and brand owners and prides itself on building
strong business relationships to facilitate this.

Six internal and external stakeholder groups have been
identified as critical to THG's future success, Detalls of these
stakeholder groups are provided below alongside why they
matter to THG and how THG and its Board has engaged
with thermn throughout the 2022 reporting period. The
values of leadership, innovation, decisiveness, ambition and
collaboration drive the engagement strategy across these
stakeholder groups.

Find Qut More

Customners and
Consumers

Through its brands via social media platforms

Consumer surveys with insights shared with
We enable brands to and analysed by Senior Management
have direct relationships
with customers
and consumers by
providing a high-quality
retail expenence and
establishing a relationship

Global digital content including THG Media's
branded magazine portfolio and maobile apps

Award-winning customer contact centre

of trust Rebrand strategy for THG Nutrition devised
considering consumer and market insights,
with roll out planned for 2023
+ Launch of loyalty scheme LF Beauty Plus+
Shareholders « Annual report & accounts and RNS

announcements
We seek to create value
for Shareholders and
through our purpose,
vision, values and
strategy, deliver long-term, - Corporate website
sustainable growth

Scheduled investor presentations
and conference calls

- One-to-one and group investor meetings

- Site tours

47

THG Beauty
See page 21

Indirect:

+ Board presentations on customer satisfaction
scores and process improvements via the

Chief Experience Officer THG Nutrition

and Wellness

Monthly updates on key cybersecurity See page 26

enhancements wvia the Chicf Technology Officer

+ Monthly review of operational priorities in place
1o deliver a high-quality customer expenenca via
the Chief Operating Cfficer

+ Monthly updales from Divisional chief executive
officers on strategic priorities, including infovation
and brand partnerships with a focus on
understanding the benefits for custamers
and consumers

Governance Report
See page 105

Direct:

Annual general meetings

The Chair and SID are avallable to meet
Shareholders upon request

The Chair has engaged with institutional
Shareholders regarding Board cornposition
and continues to do so

+ The CEQ and CFO have an ongoing
programme of meetings with institutional
Shareholders, supportad by relevant members
of Senior Management

Indirect

The Board review and approves material
communication to investars, such as trading
updates results announcements, the annual
report and accounts, and significant
businoog cvents



Stakeholder

How THG Engages

THG

How The Board Engages Find Cut More

THG Ingenuity Clients

We support clients
L drgitat
transformation journeys

Qur Suppliers and
Partners

We promote open and
transparent working
practices and collaborate
for mutual, sustainable,
and commercial success

Our People

We aim to ensure THG
provides a supportive
envircnment with

carecr development
opportunitias at all levels,
with a particular focus
on building the skills of
tomorrow

Society & Communities

We aim to build skilis and
develop talent to promaote
greater social mobility,
whilst protecting the
environments we operate
in and source from

THG Orbit proprietary customer
service software

uarterly business reviews

Custormer satisfaction survey and net
promater scores

Face-to-face mestings and site visits
Annual Future of Commerce event
Quarterly webinar programme

Maonthly client newsletters

eCRM campaigns

Implemented & programme requiring direct
suppliers to be signed up to Sedex from an
ethical sourcing perspective

Risk assessment for all suppliers and a
process for reviewing and increasing audits

for higher-risk suppliers

Strategic partners and suppliers identified
and engaged on carbon reduction matters

Annual anti-bribery training undertaken by
the Procurement team

Quarterly business reviews with Ingenuity

partnars tn Assess sales pipeling convorsion
and joint marketing strategies

Launch of Leadership
& Management Academy

Launch of the Black Comrmunity Network
LGBTQ4 & Allies Society
Partnership wath Change 100

THG Value Awards — inviting employees
1o suggest & fifth company value

Grodp-wide sustainability training

H2 2022 launch of ‘Orbitor’ programme
which encourages a culture where quality
Is as important as productivity

Engagement with key charities to support
those impacted by the war in Ukraine,
donating food and supplies

Support for Ukraine-based employees
Supporting local community projects,
including tackling homelessness, and
warmen and children’s chanties
Promated THG's Graduate Programme
10 a wide variety of umversities 10 attract

diverse talent

Launch of Fantastic Futures

THG Ingenuity
See page 32

Direct:

Attendance at annyal Future of Cormmerce svent
+  Engagement with clients
Indirect:

Review of new and incrermental business pipeline

+ Review of guarterly Ingenuity client satisfaction
anrl net pramnter ernrns

«  Monthly review of key technology
and platform develapments

Indiract: THG Nutntion
and Wellness
- Regular review of key raw material prices See page 26
and buying ctratogy
. ) Supply Chain
. Approval of development of in-house supplier and Circularity
onboarding platform Sec page 66
«  Regular review of THG Procure implementation THG Ingenuity
. 32
- Approval of the new Ethical Code of Conduct See page
«  Regular review of partnerships and alliances,
to maxirmise strategic alignment and client reach
The Board conducted a review of the Modern
Slavery Polcy, Gifts & Hospitality Policy
and Anti-Bribery Policy
Chrect: Cur People
See page 4
+ End-of-year colleague presentation delivered
by Executive Directors Diversity and
inGlusion
+ Annual Divisional business strategy updates See page 72

with Senicr Management
Indirect:

+ Approval of Group Diversity & Inclusion
strategy and policy

« Monthly review of attrition and key recruitment
matters via the Group Talent Director

+ The Board supported the addition of the fifth
Company value

+ Revicwed and approved the updated role profiles
for the CEO, Independent Chair and $1D

Indirect: Sustainability
Strategy
+ Updates provided to Board on charity donations See page 57

to Ukraine
Investing in our

« Sustainability Comrmittee approved Group Social commumnities

Impact Strategy See page 73
+ Quarterly review of progress against the 2030 Our Peeple
Sustainability Strategy See page 74

+ Support for submission of net zero targats to SBTH
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Stakeholder engagement;
Customers and consumers

Qur global customer base is served through our direct-
to-consumer sites across our portfolio of own-brands

and retail destinations, Understanding our customers and
how they like to purchase, discover new products, and be
made aware of new trends and solutions is essential for
developing our brands and ensuring they are relevant to the
markates they operate in.

We aim to enable a simplified customer journey, from
product discovery to checkout and delivery, which supports
our consistently strong online repeat-purchase rates within
our Beauty and Nutrition Divisions.

We continue to leverage our technology and operating
infrastructure to deliver deep local relevance in the markets
we operate in, For our customers and consumers, delivering
innavative praducts relevant to local markets and tastes,
together with a localised delivery proposition, has been

key to our strategy of domestic and international growth.
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This was demonstrated in 2022 through new product
development and partnerships across Beauty (Sol de
Janeirc), Nutrition (Perfect Day] and fngenuity (Bynder},

We are passionate about customer experience at THG and
our CX Qperations became a finalist in the European Call
Centre Management Association in 2022, impressing the
judges with workload management, efficiency, and process
documentation,

Brand building through THG Media

We were proud to win the Shopping App Campaign
categoery at the App Growth Awards 2022. We first launched
our apps in 2018, and by the end of 2020, we had almost

2 million downloads. In 2022, we hit 10 million downloads
worldwide in multiple languages across aur many brands,
with app sales accounting for 13% of Group D2C sales (7%
in FY 2021),

A huge contributor to this growth has been our marketing
strategy which has focused on creating exclusivity in our
apps. We also build dedicated plans around campaigns to
ensure customers download our apps befare key trading
events to unlock exclusive offers, early access and new
product launches,

Qur proprietary customer service solution THG Orbit
facilitates effective customer communication and order
management across the Group. During 2022, THG Grbit
integrated with social media platforms including Facebook
and Twitter, enabling brands to manage canversations

via those channels all-in-cne platform, while delivering an
overarching view on key themes and trends. Investment

in efficiencies such as artificial intelligence suggested
templates and pre-populated content have driven
impravements in response times, and impartantly, a
streamlined process for customer service agents. THG Orbit
is evolving into a marksat-leading eontact centre as a service
product enabling Ingenuity clients to elevate customer
management while driving efficiency gains and supporting
customer retention through greater satisfaction levels,

Key Gutcomes

Over 16 million active THG Beauty
and THG Nutrition custormers

Improvement in customer service SLA -
average customer response rate of 98%+

CX operations were successful in being a finalist
and a silver award winner in the 2022 UK Call
Centre Management Association awards

Passed customer service excellence audit gaining
6 additional compliance+ marks

Integration with Apple Pay launched across 12
own-pbrand apps driving higher checkout rates



Stakeholder engagement:
Suppliers and partners

THG partners with suppliers to ensure it can continue to
address customers and consumers’ evolving demands. The
Board is committed to fostering and developing supplier
relationships in a way that empowers the brands we own
and those which we work with to drive innovative solutions
to cansumer demands, while balancing the need to tackie
societal and environmental issues,

The Group's Supplier Manual governs our refationships
with suppliers and ensures THG maintains high standards
of business conduct. THG's purpose guides the ambitions
of the business to promote environmental and social
responsibility across the supply chain, positioning the
growth of the business in a sustainable way that enhances
long-term value creation for all stakeholders.

THG engages with each of its suppliers to establish suitable
payment terms with each individual supplier, recognising
that different businesses will have different cash-flow
pressures. All suppliers go through a relevant approval
process comprising:

Finance (financial security and fraud risk review)

Legal {(contractual terms review)

Ethical (supply chain risk and ethical approval process)

Supplier quality assurance (technical and quality approval)

Senior Management (including Procurement
director) approval

THG

In 2022, and with Board support, the Group initiated the
development of a proprietary supplier onboarding platform
within which suppliers will be able to share details to
support an open and transparent means of communication
with THG. The aim is to establish an efficient supplier set-
up process which allows key information to be provided to
THG on an ongoing basis (e.g. new social audits at their
sites). This platform will minimise the risk of suppliers being
onboarded without the relevant internal approvals and
completed documents in place. It will alsc provide a means
to communicate, store and update all required documents,
audits and updates.

THG Procure, a peer-to-peer (P2P) system, was rolled
out across much of the business in 2022 to suppart
timely supplier delivery beokings and payments, This has
significantly improved first-time invoice match rates to
improve our P2P efficiency and support supplier payment
on time performance.

Key outcomes

THG Procure covers 77% of suppliers and will be
rolled out across the remaining suppliers in 2023

789 of the Group's own-brand suppliers’ have
signed THG's Ethical Code of Conduct

62% of the Group's own-brand suppliers’ are linked
to THG on SEDEX

Full ethical audits are in place across 45%
of own-brand suppliers

94% of the Group's own-brand suppliers’ have been

made aware of our 2030 Sustainability Strategy

1. Group's own-brand raw materials and finished goods suppliers.
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Principal decisions

The Board keeps under review its governance and operating Detailed below are examples of the key discussions and
protacols to ensure long-term value creation is maintained. principal decisions taken by the Board during 2022 in the

The application of the Code has reinforced this approach context of the Group's strategic priorities and the stakeholders
and the underlying governance controls and processes that considered. In addition, the Board monitors principal and
embed the ethos of Section 172 across the Group. emerging risks. Where such risks impact key stakeholders,

the Board will engage with those affected accordingly.

Board discussions

o . Stakehaolders considered
and principal decisions

THG Strategic Priorities

Build category leadership positions in - Oversight of the integration strategy
beauty, health and wellness for the acquisitions made during 2021,
including Cult Beauty and Brighter Foods

Customers and Consumers

Sharcholdors

Divisional reorganisation to simplify the

Group's operating and reporting structure Qur Supaliars and Pasties

« Support for the decision to consolidate
the UK warehouse network to realise
efficiencies from sutomation

« Appaintment of Lucy Gorman as Beauty
Chief Executive Cfficer and internal
promotion of Neil Mistry to Nutrition

Chief Executive Officer
To make Ingenuity the partner of choice - Monitering of the separation Custormers cnd Comsrmer
for commerce transformation and of the Group's business units

sustainability solutions
Shareholdes

- Appointrment of Vivek Ganotrs

as Ingenuity chief executive officer
TG Ingenuty Clients

Review of the ongoing enhancements
to the Ingenuity platform with a particular

Our Sapplies ard Dartners

focus on cybersecurity

Sacety ana Cc

- Development of THG Orbit,
its integration with social media
partners and Ingenuity clients
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THG Strategic Priorities

Board discussions
and principal decisions

Stakeholders considered

THG

Deliver engaging content and innovative
products to our global customer base

Accelerate growth in core international
territories, leveraging our local
infrastructure

Drive positive change with our
stakeholders, through an entrepreneurial,
values-led culture

« The Board supported the partnership

between THG Nutrtion and lceland

+ Regular review of the innovation and new

product development pipeline

Development of THG Media strategy

Monitoring progress of the final stages
of the expansion of the Group's global
warehouse and fulfilment network

The Board reviewed and approved the
updated Treasury Policy and Tax Strategy

Support for investment in US warehouse
automation in New Jersey

The Board approved the addition of the
fifth Company value 'Collaboration’

The Board approved the evolution of the
Company purpose following engagement
with employees across the organisation
through the employee value proposition

The Sustainability Committee

monitored progression against the 2030
Sustainability Strategy and, in line with the
Group's clirate and nature targets, during
2022 our baseline carbon foctprint was
established based on 2020 data and net
zero targets were submitied to the SBTI
for approval

Custamars and C

THG Ingenuity Clients

Our Suvpliors and Partrers

Socisty and Commurities

Customers ana C

THCG Inganuity Cliznis

d Partrars

Qur Suopl

v and Commuanilies
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Divisional reorganisation Strategic review

Stakeholders considered

Stakcholders considered
Customers and Consumaers

Our Suppliers and Partners

THG Ingenuity Clients

Principal decision by the Board

In May 2021, it was announced that the Group
was re-organising its legal structure to enahle
underlying reporting companies to align with
business divisions and brands, and support
THG's [ong-term growth strategy.

Board considerations and outcome

The Board considered that reorganisation would
accelerate investment in divisional growth plans

and support expansion over the medium-to-long
term, as in some cases the current structure did

not align with the business activities. A Board
sub-committee was established to act in the interest
of stakeholders which received regular updates

on progress and key developments.

The transformation activity which was completed
during 2022 delivers value for Shareholders and
provides visibility over the profitability of each
Division, The Group will disclose further financial
information on its segments during 2023

b3

Cusiomers and Consumers

Sharcholders

Qur People

Qur Suppliers and Partners

Principal decision by the Board

In October 2022, it was announced that the Group
had placed THG UnLemand under strategic review,
with the objective to scale back dilutive results within
non-core divisions. This review is now complete and
these operations will ke fully exited by the end of

Q3 2023, Subsequently; the Board commenced a
strategic raview of trading activities outside of THG
Beauty, THG Nutrition and THG Ingenuity.

Board considerations and outcome

The Board considered that the strategic review would
deliver a simplified proposition to ensure the Group can
focus rasources and capital on delivering the largest
opportunities available. Senior Management developed
a working group and presented the opportunities
available to the Board for further consideration,

Following review, the Board approved the proposal

to exit certain categories and territories which were
delivering loss-making results, The revenue and EBITDA
loss contributed from these areas has been disclosed
separately within the financial results to show the
impact of these decisions on the outlook of the Group.
The exits are underway and are expected

to be completed by the end of H1 2023.



Investment in price
protection strategy

Stakeholders considered

Customers and Cansumers

Shargholders

Principal decision by the Board

In September 2022 it was announced that, in
response to the adverse macroeconomic conditions
and a period of unusually high-raw material costs
(principally whey), the Group had reviewed its trading
strategy and a decision to partially shield consumers
from inflationary pressures was implemented,

Board considerations and outcome

The decision to pass on input cost inflation at a lower
rate to consumers was considered in cenjunction
with the strategic priority to build category leadership
positions in beauty, health and wellness,

Whilst the Board noted the decision would have an
impact on gross margins, as commodity prices ease,
the Group remains well positioned to expand margins
back in line with historical periods, As cost-of-living
pressures rise, customers are continuing to prioritise
beauty, health and welliness categories and, through
investing in bringing them into and retaining them
within the THG ecosystem, long-term value for
Shareholders is considered.

THG

£156 million term loan facility
agreement entered into in
October 2022

Stakeholders considered

Customers and Consumers

Sharekolders

Qur Suppliers and Partners THG Ingenuity Clienis

Principal decision by the Board

In October 2022 it was announced that, following
Board approval, the Group had entered into an
incremental £156 million banking facility.

Board considerations and outcome

The Beard considered the terms and long-dated
nature of the facility would provide the Company
with considerable financial flexibility and additional
capital to drive its strategic priorities, principally
accelerating growth in core international territories
whilst leveraging our local infrastructure.

The facility was drawn down in October 2022

with the proceeds to be invested for the benefit of
custormers and Ingenuity clients, in areas accelerating
growth namely investment in its capital expenditure
programme. The Board also considered the interests
of Shareholders and the appropriate balance of
capital allocation priorities.
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Non-financial zformation

The table below sets out where stakeholders can find information relating te the nen-financial
matters as required under the Non-Financial Reporting Directive:

Where to read more in this report about our

Reporting requirements Some of the relevant policies impact, including the principal risks relating Page
1o these matters
Envirenmental matters Environmental policy. Sustainability Page 57
Sustainability Committee Report Page 141
+ Task Force on Climate-related Financial Page 79
Disclosures (TCFD)
Risk - Climate Change, Environmental Page 91
and Sceial Responsibility
Risk — Legal and Regulatcry Compliance Page 80
Employees Diversity & Inclusion Policy. - ‘A winning culture’ - Chair's Introduction Page 3
HR Handbook including all « 'Qur strategy’ & ‘Our People’ Page 11, 74
peaple-related policies.
Section 172 Statement Stakeholder Engagement Page 47
Diversity - Governance Report Page 105
Risk - Talent Page 89
Risk - Health & Safety Page 91
Human rights Muodern Slavery Policy. = Section 172 Statement Page 47
Health and Safety Policy. Risk - Climate Change, Environmental Page 91
and Social Responsibility
Whistleblowing Palicy.
Risk - Health & Safety Page <N
HR Handbook.
Risk - Product Safety and Quality Page 91
Social matters HR Handbook. Section 172 Statement Page 47
Environmental Policy. ‘Empowering people and communities’ - Page 71
Sustainability
'‘Our Peaple’ Page 74
Diversity - Governance Report Page 105
Risk - Climate Change, Enviranmental Page 91
and Social Responsibility
Anti-Bribery and Corruption Anti-Bribery Policy. Risk - Culture Page 92
Gifts and Hospitality Policy.
Business model Our business madel Page 13
Non-financial KPls Non-Financial KPls Page 22,27
Sustainability Page 57
Frincipal risks and Risk Management Page 87

uncertainties
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Palicy

THG

Description

Environmental policy

Diversity & Inclusion palicy

Modern Slavery palicy

Health and Safety policy

Whistleblowing policy

Anti-Bribery policy

Gifts and Hospitality policy

THG is committed to doing business responsibly and reducing any adverse impacts of our operations on the
environment. Qur Environmenta! Policy was implemented as part of our THG Sustainability Strategy (THG x
Planet Earth) to drive positive change in our business, supply chaing, communities and for the planet.

THG strongly believes that having a diverse workforce and an inclusive workplace creates a more innovative
and successful businass. In 2022, we launched our Diversity & Inclusion (D&I) strategy, implementing a
range of initiatives built around our four pillars: visibility and representation, learning and development,
recruitment and progression, and accessibility and inclusion. Our D&I Policy has been implemented as part
of the D&! strategy and reflects our ongoing commitment to equal oppartunity.

THG has a zero-talerance approach to modern slavery, and we are committed to acting ethically and with
integrity in all our business dealings and working relationships. THG's Modern Slavery Policy reflects its
commitment to acting ethically and with integrity in all its business relationships and to implementing
and enforcing effective systems and controls to ensure slavery and human trafficking is not taking place
anywhere in its operations and supply chains.

THG takes a proactive approach to managing Health and Safety and our policy outlines the commitment of
THG and the expectations of managers, the leadership teamn and all colleagues. Our approach is for "Zero
Harm, Zero Compromise”

Our aim is to operate properly, responsibly and ethically whilst encouraging a free and open culture in
dealings between employees and all people with whorm we engage. In order to protect our people, assets
and information, we recognise that effective and honest communication is essential if concerns regarding
breaches or failures are to be effectively dealt with and the company’s success ensured. THG whistleblowing
service is a free and professional service that enables all employees to raise their cancems confidentially. The
service is available to all THG staff, agency workers and contractors. An update on all whistleblowing cases
is provided to the Audit Committee on a guarterly basis. This update provides details on the investigations
undertaken and the outcomes of these investigations.

THG is committed to conducting its business with complete integrity and in a manner which ensures
compliance with all applicable laws and with the highest ethical standards. As a company, we use our best
endeavours to ensure that all those acting on our behalf, whether they are employees, contractors, third-
party intermediaries or agents, are aware of and share our commitment to conducting business ethically.
QOur Anti-Bribery Policy summarises the Company's position in relation to ethical standards, including
bribery

THG considers the offering and receipt of corparate hospitality to be a part of establishing and enhancing
good relations with our business partners, including suppliers, customers and other business partners.
However, giving or receiving hospitality or gifts which are excessive or inappropriate does not help to build
goad relations and may create the impression of undue pressure or improper influence. This could damage
our reputation. In some cases, gifts or hospitality may be considered to be bribes under applicable Anti-
Bribery law, with consequent criminal penalties. It is therefore essential that our employees and Directors
comply with this policy whenever giving or receiving gifts or hospitality to or from the Company's business
partners, or otherwise in the context of the Company's business.

A review of each of the above policies is considered on an annual basis. Following our 2022 review, a number of policies
were updated where appropriate,

An integrated training and policy platform continues to be maintained, which facilitates the rollout of policies to
apprepriate audiences. This platform allows subsequent monitoring of completion rates for the reading and acceptance
of these policies at an individual level, promoting awareness and conformance to our policies.
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Sustainabllity

As a global vertically integrated business, we are acutely
aware of the impact large organisations have on the
planet, and the great responsibility and influence we hold
with our people, communities, suppliers and customers
poth in the UK and internationally. We have always been
focused on reinventing online retail for the better and are
committed to use cur global scale, our world-class talent

and our dedication to innovation, to act as a force for good.
Collective action is required to address global issues such
as climate change and social ineguality, and in the past
few years we have seen governments and corporates

set ambitious goals to tackle such issues. At THG, we are
committed to do our part and work with all our partners

to become more sustainable, together,

Renewable electricity
use across our operations

63%
45%

Female representation
in Apprenticeship and
Graduate schemes

2022 Impact

Ethnic minority representation
in Apprenticeship and
Graduate schemes

26%
390

Ethical Audits conducted
on our supplier factories

Materiality assessment

It is important to assess and understand the potential
challenges and opportunities, as well as the topics,
that are most important 1o THG and its stakeholders,

In early 2021, a materiality assessment was undertaken
which led to the development of the Company's first
Sustainability vision and strategy. To define the material
topics most relevant to THG, senior internal stakeholdars
and external investors were engaged to gain an
understanding and view as ta the most material issues
that could affect the Company’s operations, both now and
in the future. The goal was to obtain a complete picture

of the environmental and social sustainability impacts,
resulting in a set of prioritised material issues, Five key issues
were identified including: Climate, Nature, Waste, Supply
Chain and People - these formed the foundations of our
Sustainability Strategy, THG x Planet Earth,

The full list of issues, and the process behind the materiality

assessment, can be found in last year's Annual Report,
pages 83-90.
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THG x Planet Earth

Against the challenging external backdrop of increasing
severe weather events and global economic issues,

we remain committed to driving forward the Group's
Sustainability Strategy, THG x Planet Earth, to achieve
our sustainability vision:

To act as a force for good in leaving the world a better place than
we found it, by using our scale, our partnerships, our access 1o
capital and our unique capacity for innovation to promaote and
embed sustainability into everything we do.




THG

THG PLANET EARTH

Our Sustainability Strategy is centred
around three priorities:

Ol

Protecting Climate
and Nature

02,

Strengthening our
Supply Chain and

3.

Empowering People
and Communities

Circularity

Since the launch of THG x Planet Earth in October 2021, we
have been laying the foundations to ensure we can deliver
the ambitious targets set under each of these priorities.

We have made good progress in many areas including;
submitting our net zero plans to the Science Based Targets
initiative (SBTI) for approval, which is detailed in the Climate
section on page 61. We have evolved our sustainability data
managernent and reporting, by building a sustainability
data management and reporting platform with an external
partner. This has enabled us to gain greater insight info our
sustainabyility performance, allowing us to not only capture
and repart on data, but also track and analyse progress.

Better sustainability data management and reporting unlocks
the ability to report on sustainability-related disclosures

and help other parts of the business to deliver sustainability
programmes such as energy forecasting and site-level
energy efficiency plans. Cur enhanced sustainability
repcrting capabilities have allowed us to report on new
sustainahility metrics for the first time, such as the number
of sites in water-stressed areas. As we develop the platform
further, we will report on a greater number of metrics over
time which is integral to reaching our goals and targets as
sel out in THG x Planet Earth.

Throughout 2022, we strengthened our sustainability
expertise, building a wealth of skills, knowledge and passion
to lead group-wide initistives within our strategy, alongside
the development of cur sustainability reporting and data
management approach,

There is still mare to do, but we rermain on track to deliver
many of our goals and targets within our THG x Planet Earth
Strategy. We are proud to share the progress against the
targets in this report.

As previously communicated, to ensure our strategy and
targets remain relevant, the targets will be reviewed, and
if required, updated, at least every two years {next review
scheduled for 2023). As per our sustainability governance
process, any changes will be reviewed by the senior
ieadership team, the Sustainability Committee and
submitted ta the Board for final approval.
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THG Eco

The challenges of taking effective climate action inspired
THG to establish THG Eco! a dynamic service sofution
based on the purpose-led proposition of ‘simplifying
sustainability! THG Eco simultaneously powers THG's wider
sustainability targets, while also providing uncemplicated
and cost-effective sustainability services to our clients,
partners and suppliers. We break down the mammoth task
of facing an opague and misunderstood market, facilitating
invaslinent in practical and transparent sotutions that serve
businesses throughout their sustainability journey.

The primary focus of THG Eco in 2022 has been to assist
our network in taking climate action, By establishing a

CLIENT CASE STUDY

cyclical process, we have helpad our suppliers accelerate
change within their own supply chains te collectively
mitigate climate risk, while also reducing operational costs.
Our support for our netwark starts with annual carben
footprint measurement and analysis, life cycle assessments
through to net zero target setting and SBTi submissions.
We pave the way for emissions reduction through
ronownhle enwrgy certifications, carbon offsetting and net
zero road mapping.

Our recent work with Ideal Standard exemplifies how
businesses gradually leverage change using our cyclical
sustainability model:

Ideal Standard is a multinational manufacturer of
sanitaryware products, headguartered in Belgium.
To align with an increasingly enviranmentally-
diligent market, Ideal Standard set out to measure
and set meaningful actions and targets to roduce
their greenhouse gas (GHG) emissions across their
manufacturing network in 2021

They worked with THG Eco to collect and analyse GHG
data across their global network of 13 manufacturing
sites and offices. Guided by GRG Protocol requirements,
Ideal Standard and THG Eco analysed their Scope

1, 2 and partial Scope 3 emissions, covering fuel

and energy-related activities, employee commuting,
shipping, waste, inbound water and business travel.

THG Eco waorked with Ideal Standard to develop
an approach that would produce a meaningful and
representative GHG Report. Where data was not
available, THG Fco collaborated with local teams to
outling glternative solutions. Where this was still not
possible, industry-standard emission factors were

THG Eco supports Ideal Standard to improve GHG reporting

sought and applied, following extensive research.

This data was included in the final GHG Report, along
with the source of each emission factor to support
caleulations and highlight where further clarity could he
sought when completing the exercise, the following year.

THG Eco ran a series of virtual workshops for 100+ Ideal
Standard employees both before and after the carbon
footprinting exercise. The sessions before the activity
were designed 1o educate and encourage participation,
while the sessions after delved into the report’s results
and feasible next steps, Both were very well received.

THG Eco's final GHG report broke down Ideal
Standard'’s emissions by location and scope. This
PARETO hotspot analysis pin-pointed areas of the
business with concentrated emission output, allowing
Ideal Standard to make strategic, operational decisions
to reduce their footprint. THG are now exploring next
steps with Ideal Standard to recalculate Scope 1, 2

and full Scope 3 emissions across 2022 data to review
reduction activities and work towards carbon neutrality.

),

Ideal Standard

by



Protecting Climate

and Nature

Recegnising the urgency to take action against climate
change, Protecting Climate and Nature is the first of the
Group's three key priorities outlined in THG x Planet Earth,
Qur pricrity around Wese 1ssues echoes the sentiment
shown at COP27 and the 15th Biodiversity Conference,

highlighting the need for everyone to take action, including

Targets

Climatc and Nature

Performance in 2022

businesses like curs where we have a glabal footprint.
THG operates in multiple categories and across the whole
value chain — which is why we have set ambitions targets
around carbon, water and nature that apply, not only to
ourselves, but also to cur supply chain partners.

Status

THG

Submit net zero baseline and targets
for validation by SBTi by 2022

Offset all of THG's direct historical
emissions by 7025

Transition to 100% renewable
electricity for own operations by 2025

20% of suppliers and THG Ingenuity
partners’ to set carbon reduction
targets by 2025

100% sourced agricultural materials
to be deforestation-free for own-
brands by 2025

Top 20% of own-brand suppliers
(by impact” o introduce restorative
agricultural practices by 2030

30% reduction of water use in
water stressed and own operation
sites by 2030

25% of own-brand product and
ingredient suppliers to disclose
water usage and adcpt water
stewardship by 2030

1. Mueasured by % spend.

Science-based targets submitted to S8Ti for validation

63% of our electricity is from renewable sources

48% of our own-brand top 50 suppliers (by 2022 spend) are
waorking on carbon reduction and climate-related initiatives,
In 2023, we aim to start coliecting data on suppliers who
have set carbon reduction targets specifically

We identified 13 sites located in water stressed areas
and 4 sites located in high-risk flood zones

34% of own-brand top 50 suppliers (by 2022 spend) are
warking on water reduction and stewardship initiatives

Complete

On track

On track

On track

Due to
commence
in 2023

Due to
commence
in 2023

On track

On track

v’

9

>

>

>

>
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Climate

Science-based targets

At THG we have set ambitious targets to be climate positive
and address the environmental impact of our greenhouse
gas (GHG) emissions. Throughout 2022, we established

our baseline carbon footprint, based on 2020 data, and
submitted our nat zero targets to the Science Based Targets
inttiativee (SETI) for appraval, We are schieduled Lo receive the
outcome of our submission in the second half of 2023, In the
meantime, we are developing detailed divisional roadmaps
to drive delivery of our carbon reduction commitments, We
submitted both near-term and long-term targets, with the
aim of achieving net zero emissions by 2040. This goal is a
further demonstration of THG's desire to make a significant
change to the world in which we cperate.

Value Chain (Scope 3)
Emissions Baseline

The development of science-based targets requires
robust and comprehensive calculation of all greenhouse
gas {GHG) emissions to identify where we need to target
our efforts, GHG emissions are split into three categories:
Scope 1emissiong, which are GHGs released directly rom

an organisation; Scope 2 are indirect emissions which are
released from the energy purchased by an organisation; and
Scope 3 emissions, which are also indirect GHG emissions,
and aren't directly controlled by the organisation but are
related to thelr activities.

Achieving net zero requires changes across all business
areas - Scope 3 emissicns comprise the largest portion of
our carbon feotprint and account for around 98% of THG'S
total emissions. This is primarily driven by purchased goods
and services, alongside upstream transport and distribution.
It will require significant, ongoing engagement and
collaboration with our suppliers to drive emissions reduction
across this category.

We will track our progress against all GHG emission
categories, to ensure we achieve our 2040 net zero target
and will report our Scope 3 emissions on a periedic basis,
alongside our regulatory obligations to report Scope 1and 2
emissions, providing increased visibility of our performance
in this area,

Value Chain (Scope 3) emissions
by source for 2020 baseline

B1

68,1% Purchased goods and services

8.2% Capital goods

2.2% F.el and energy-related activities
16.6% Upstream transport & distribution
0.29% Waste generated in operations
0.03% Busingss travel

1.7% Employee commut ng

1.0% Upstream leased assets (data centres)
1.2% Use of solg products

0.7% End-of-life treatment of sold products

HiNEnEnEE.



Climate risk

Given the significant risks climate change poses to the
planet, it is important to understand how this may also
impact THG's business activities. We are committed to
report in alignment with the Taskforce on Climate-Related
Financial Disclosures (TCFD) framework, Qur disclosure
and progress towards full TCFD alignment can be found
on pages 79-82.

Renewable electricity

In 2020, we switched many of our UK sites to renewable
electricity contracts. This contract was recently extended
which will increase the number of sites using renewable
electricity over the coming years and is a big driver behind
our current figure of 63% of electricity from renewable
sources. We also have solar panel installations at some
of aur manufacturing sites. However, we know thers

is much more to do. As our international operations
continue to grow, we must lock at ways of increasing
our use of renewable glectricity bayond the UK. We are
actively investigating employing instruments, such as
power purchase agreements and further on-site energy
generation from solar, both in the UK and across our
international sites as part of our target to achieve 100%
renewable electricity usage by 2025.

Electricity used to power
our operations in 2022

Non-
Renewable
37%

Renewable
63%

THG

Supplier engagement
on carbon reduction

The majority of THG's carbon emissions lie within our value
chain and we recognise the importance of addressing our
sustainability targets in this area. Following our carbon
footprint measurement and assessment, the need to

focus on Scope 3 emission reduction was clear. Scope 3
represents 98% of THG's total emissions, with suppliers of
third-party tinished goods and raw materials of THG brands
contributing a significant proportion of this. During 2022,
sighificant progress was made in gathering data relating

to these suppliers, with 48% of these top 50 suppliers (by
spend) confirming they are actively engaged in carbon
ernission reduction and climate-related initiatives in 2022,
Facusing on the top 50 suppliers allows us to strategically
address thase suppliers with the largest impacts. By the end
of 2023, we aim to report how many of these suppliers have
set specific carbon reduction targets.

We continue to develop systems to support the collection

of wider supply chain sustainability data such as supplier
attributes; credentials related to carbon emissions,
deforestation, water stewardship and waste. This will

enable the assessrment of a baseline pasition and tracking
performance against supglier-related targets aligned

with THG x Planet Earth, We have expanded the supplier
sustainability assessment criteria and incorporated it into the
newly-developed supplier portal tool which will be rolled out
in 2023. All new and existing suppliers will also be engaged
and required to complete a mare rounded sustainability
assessment. In turn, this exercise will provide a deeper
understanding of potential gaps and risks in our supply
chain, which can then be addressed accordingly. We aim to
have all finished goods and raw material suppliers complete
the sustainability assessment by the end of 2023
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THG's GHG emissions and energy reporting

The Group's GHG emissions reporting calculation is undertaken in line with our obligations within The Companies Act 2006
{Strategic Repert and the Directors’ Report) Regulations 2013, and the Streamlined Energy & Carbon Reporting regulations,
March 2019. GHG emissions are reported in accordance with the GHG Protocol. The reporting year for GHG emissions in

the Group ran from 1 January 2022 to 31 December 2022,

GH®G emissions {Tonnes of CO2e) 2022 2021 20207
Scope 1 emissions 51942 2,309 1,946
Generated from the gas and oil used in buildings

where the Group operates; emissions generated

from Group owned and operated vehicles for

business travel

Scope 2 emissions 13,2382 11,605 9,584
Generated from the use of electricity in all

buildings from which the Group operates.

Total 18,432 13,914 11,530
GHG Intensity per £1m revenue B.23 8.39 714
Energy use (kWh)} 2022 2021 2020°
Natural Gas 23,275,342 12,051,833 9,943,330
Electricity 39,358,032 28,653,493 19,649,394
Fleet and On-Site Fuel 3,889,419 590,717 488,578
Total 66,522,7932 41,296,043 30,081,302
Energy Intensity per £1m revenue 29,707 18,952 18,638
Energy use (kWh)} 2022 2021 2020

UK 42,682,049 23,332,220 16,833917
Overseas 23,840,744 17963822 13,245,455
Total 86,522,7032 41,296,042 30,079,372

We reported the above emissions on a location-based approach in line with the GHG Protocol. Following a market-based
approach, our Scape 2 emissions for 2022 were 31572tonnes of CO2e and our total Scope 1and 2 tonnes of CO2e were 14,351,

1. Minor revisions {not material) to reflect SBT) targets submssion,

2. Asaured by Curesu Veritas - for further deteils please see vur Repurling Besis ducuitient.

63 Note: Table subject to rounding.



Emissions and energy consumption figures in 2022 are
higher thai previous years, due to a combination of
factors: 1) increase in operational activity due to business
growth and 2) improvement in data-capturing processes,
availability and quality.

In 2022, we continued the purchase of renewable
electricity certificates at several UK sites, and also
installed LED lighting at our acquired sites to improve
energy efficiency. By building cur sustainability reparting
platform we can focus on tackling energy use at our
highest consuming sites, and the enhanced data
capabilities mean we can also now report on our Scope 2
market-based emissions,

Details on how we calculate our GHG emissions and
energy can be found in our Basis of Reporting document.

THG

Cnergy use by source (kWh)
~ Scope 1and 2)

Fleet and On-Site Fuel
3,885,418

Renewable
Electricity
24,704,347

Natural

Gas

23,275,342

Non-Renewable
Electricity
14,653,685
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Nature

Responsible sourcing

Supporting our goal to have a net positive nature impact
across our brands, we have made the commitment to
achieve 100% of our sourced agricultural materials for our
own-brands to be deforestation free by 2025, Deforestation
continues to drive biodiversity loss, habitat damage and also
contributes to global warming, so reduning our impcl on
this devastating practice will be a key facus for THG in 2023.

Water

Water use in our operations

In [ate 2022, we began callecting data around water use
across our sites, which has enabled us to start working on
calculating a baseline for our water reduction target,

To improve water data quality, we are exploring the
installation of automatic meter readers across several UK
sites, with implementation expected to begin in 2023,

We have mapped out sites which are located in water-
stressed areas using the WRI (World Resources Institute)
Agueduct tool - the results indicate 13 sites are situated
in water-stressed areas. However, we are aware that in
the future this may change, and we will continue to look
at water efficiency measures across all sites. In addition

to water stress, we also looked at sites located in 100-
year flood zanes, with results showing that only 4 sites
are in such zones - again we will monitor this carefully. in
2023, we will undertake climate-risk modelling as part of
TCFD recommendations which will further enhance our
understanding of climate-related risks such as water stress.
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As we develap our deforestation strateqy, there will be a
specific focus on palm oil and palm-derived products, given
the widely known concerns between the two, Our approach
to sourcing palm oil and paim products will be reviewed and
we will develop a group-wide policy, to drive a consistent
approach acress all areas.

Supplier engagement on water use

Water stewardship across our supply chain is an important
area for us to tackle, especially given the growth of aur
business and global nature of our partners and suppliers.
While we have been obtaining data across own-brand raw
material and finished goods suppliers, in order to focus

our efforts on where we have maximum impact, we have
assessed supplier performance associated with water use for
those afarementioned Top 50 suppliers (by spend) - in 2022,
34 of those suppliers were conducting activity around water
stewardship and reduction,



Strengthening our
Supply Chain and Cucularity

We have a duty to ensure cur supply chain is respensible,
ethical and does not adversely affect pecple or the planet.
The goals we have set within our strategy focus on
protecting human rights, eliminating modern sfavery wathin
our supply chain, and ensuring we can transform the waste

from our cperations into resources.

We have made significant pregress with our ethical
sourcing outreach programme, reaching out to every

one of anir own-brand supphery as part ol our cutreach
programme. We have also calculated the baseline position
for the packaging to understand the current levels of

THG

recyclability, and develaped a roadmap to drive towards

100% recyclable packaging by 2025,

Supply Chain and Circularity targets Performance in 2022

Status

Implement a progressive Hurman
Rights Policy by 2023

All own-brand goods suppliers to
commit to THGE's ethical socurcing
standards by 2025

100% of own-brand packaging
1o be recyclable, reusable or
compostable by 2025

Zero waste to landfilf from
our own operations by 2030

We recycle more plastic than we
preduce by 2030

70% of packaging from third-party
brands to be recyclable, reusable or
compostable by 2030

We are developing a standalone Human Rights Policy, and in
parallel we have implemented new ethical standards across
our supply chain and are embedding the process across
internal stakeholder groups.

THG has an extensive supply chain, consisting of finished
goods and raw materials suppliers split across THG branded
and third-party brands sald on our THG online platforms.

In 2022, attention was focused on own-brands’ suppliers

of finished products, and raw materials contributing to the
make-up of these products. Throughout 2022, 78% of these
suppliers committed to THG's Ethical Code of Conduct
which outlines the ethical sourcing standards,

A baseline assessment of packaging acress the three
key divisions: THG Beauty, THG Ingenuity and THG
Nutrition was undertaken in 2022, Roadmaps have been
developed to identify the key milestones and actions to
drive target delivery.

Collection of waste data across all sites began towards

the end of 2022, Ful| waste data collection and analysis
relating to all glebal sites will be comptleted in 2023,

In 2022, our Poland facility, one of our largest manufacturing
and fulfilment sites, sent zero waste to landfill,

The amount of plastic we use was collated in 2022, based on
2021 data, as part of the data collection tc assess recyclability
of our own-brand packaging. This work will continue in 2023
to establish our baseline position as we compare this with
the plastic recycled across THG's three recycling centres,

Many of the brands THG partners with are already
taking positive action and increasing the recyclability of
their packaging. During 2023, a baseline position will be
established to understand and determine where further
engagement is required,

On track

On track

On track

On track

On track

On track
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Sy pp|y Chain Percentage of factories
- In each country
Mapping

In line with our Supply Chain Mapping & Ethical Qutreach
Programme, at the beginning of 2022, supplier cutreach work
started on own-brand raw materials and finished goocds suppliers
{excluding acquisitions). From Junc 2027, tho programme was s
extended to include all THG acquisitions. = S}\S ‘S}
) 6, % &
As of 2022, we have reached out to every own-brand raw ﬁ o
materials and finished goods supplier and successfully mapped $ '.%
out production units among 62% of suppliers, A breakdown ﬁo Qi&:f’v\?

of manufacturing units across the top-10 sourcing countries is

ilustrated on the map: & Q % W
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Human Rights

During 2022, the supply chain sustainability team focused
extensively an implementing new ethical standards across
our supply chain and embedding the process across
internal stakeholder groups. Legacy suppliers were engaged
alongside all new suppliers. Our key areas of focus were:

Supply chain ethical sourcing process development
and implementation including - due diligence

and prerequisites such as new supplier validation,
continuation of our SEDEX (an international ethical
supply chain assessment platform) membership,
capabilities and accreditation assessments, and
mandatory third-party ethical audits.

Modern slavery and human rights - including
development and implementation of THG's Ethica!
Cade of Conduct and ethical requirements agreement,
internal audits, a tailored labour & modemn slavery audit,
as well as a supply chain ethics onboarding policy for
direct & indirect procurement.

Supply chain mapping and transparency programme
- engaged THG branded goaods and raw material
suppliers in a global outreach programme designed to
successfully map our supply chain.

Supplier onboarding portal - development ot THG
supplier portal expected to be rolled out and integrated
into supplier onboarding/management in 2023,

Awareness and training - procurement teams received
training on the importance of human rights across the
supply chain and their role in ensuring THG responsibly
scurce new suppliers across procurement,
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Supplier commitment to our
ethical sourcing standards

We have been building the foundations and outlined the
principles of THG's ethical sourcing pregramme, an Ethical
Code of Conduct, with reference to International Labour
Organisation (JLO) standards. Cwn-brand suppliers are
expected to acknowledge the values and standards set out
around ethics and supply chain transparency, by signing, as
well as delivering the requirements to their corresponding
upstream suppliers.

The programme includes the ethical sourcing onboarding
process, whereby all new suppliers are required to fulfil
minimum reguirements. Pre-requisites comprise validation
of credentials, supply chain mapping, SEDEX membership,
third-party ethical audit and risk assessment.

Current approved suppliers are also held to the same
standards within their approved life cycle, All suppliers

must adhere to the standard set out within the ethical
pragramme on a continuous basis. Suppliers not committed
to the programme are escalated to Senior Managerment for
business review,

In the first year of our ethical supply chain programme, 514
suppliers, equivalent to 78% of our own-brand raw materials
and finished goods suppliers, signed up to our Ethical Code
of Conduct, Looking beyond 2022, we are striving towards
having 100% of our own-brand finished gooeds and raw
material suppliers engaged in the programime and aligned
to our ethical audit requirements, in 2022, we obtained and
reviewed 390 ethical audits from supplier factories - 44% of
our factories were audited and all new factories onboarded
are now subject to audit. As our ethical supply chain
programme develops, we will continue to build our audit and
engagement capabilities with our suppliers.



Zero waste
Own-brands plastics and packaging

Plastic pollution is a world-wide issue, requiring urgent
and consistent action to reduce the volume of plastic
waste which significantly impacts natural habitats on land
and in the ocean. Around 36% of all plastic praduced is in
packaging and around 85% of this ends up in landfili

aor as unregulated waste, which isn't subjcct lu wasie
controls, The issue around plastic is not only about waste;
most plastic is derived from fossil fuels and therefore the
continued increase in the use of plastic, and particularly
virgin plastic, results in greater greenhouse gas emissions,

At THG, we are cormmitted to playing our part in addressing
this global issue by ensuring our own-brand packaging

i8 100% recyclable by 2025. THG is a member of the UK
Plastic Pact, and along with 1ore than 120 businesses

and organisations from across the entire plastics value
chain, has also committed to increase the level of recycled
content within cur packaging to at least 30%, which will see
a reduction in the amount of virgin plastic placed on the
market, but also a reduction in carbon emissions. In 2022,
we assessed the recyclability of all packaging across our
largest divisions to establish a baseline position and have
developed roadmaps to drive the delivery of the targets over
the next three years, We have already made changes lo our
Lookfantastic Subscription Beauty Box to reduce the amount
of packaging and ensure the outer hox is 160% recyclable —
read our case study on page 23.

Waste in our operations

The ability to manufacture preducts in-heuse gives us an
edge, being able to quickly develop innovative and improved

products by responding to consumer demands and changes,

Howaver, manufacturing operations produce waste, and it is
important that organisations take responsibility for the waste
they produce. In 2022, & group-wide waste assassment was
initiated {which will be completed in 2023) to understand the
total quantity of waste produced by THG, as wellf as where it
is produced and the differing types of waste. By applying the
waste hierarchy and circular economy principles, we aim to
reduce the amount of waste produced across the business,
reduce costs and ensure any waste that is produced does
not end up in landfill - in line with our target cf zero waste
to landfill by 2030.

An example of our commitment to achieving this target

is iustrated by the fact that THG's Polish fuifilment and
manufacturing facility sent zero waste to landfill in 2022,
Similarly, Myprotein studied how to utilise unused protein
powder which would have ended up as wasle, By partnering
with a specialist waste recycling company, the powder is
now repurposed to become fish foed used by the angling
community. Innovative initiatives such as this further
demonstrates our commitment of reducing waste and
applying circufarity principles. Our responsibility doesn't

THG

stop with our own operations; we have also committed to
addressing our downstream waste - Lookfantastic, ESPA
and Cult Beauty have introduced refillable products - giving
consumers the ability to reduce their own waste footprint.
We are committed to waste reduction and circularity and will
continue to explore opportunities where we can reuse waste
and materials,

Waste types in our
Poland facility in 2022 (tonnes)

Wooden Other: 3%
Packaging: 38
. 5%
Plastic ) Metal: 19%
Packaging: 250
5%
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Mixed
Packaging:
25%
Paper 336
& Cardboard
Packaging: 39%
519
Crganic: 4%
51

Recycling our plastics

During 2022, the baseline position for the packaging we
place on the market was established using 2021 data. In
2023, our aim is to compare the amount of plastic recycled
through our THG Eco recycling companies with the amount
of plastic placed on the market by THG krands. This will
include assessment of the differing polymer types to ensure
like-for-like comparisons and enable the development of
roadmaps to deliver the target by 2030,

Third-party brands packaging

In addition to setting packaging recyclability targets for al}
owrni-brand praducts, THG has also committed to engaging
with suppliers with the aim of improving the recyclability

of packaging used in third-party finished preducts. Many
third-party suppliers have already started to make changes
to their packaging and in 2023 THG will commence a
proactive programme to engage with the suppiiers of third-
party brands to fully understand what level of change is
required to drive progress in this area, ahead of 2030.
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Empowering /~ecople
and Comimunities

As a global business, we operate across many countries,
impacting not only the 8,000+ people that work within

the business, but also across the whole value chain from
our supply chain to local communities. The third priority
wittin our THG x Planet Earth Strategy focuses on three

can be found on pages 77-78.

areas — diversity and inclusion, employee wellbeing and

Empowering People and
Communities targets

Performance in 2022

development and investing in our communities.

in 2022, we've solidified the foundations of reaching
our goals - developing our first diversity and inclusion
strateyy und social impacl slrategy - further details

Achieve 50% female
representation and at least 20%
ethnic minority representation
in Graduate and Apprenticeship
schemes by 2025

Achigve 50% female
representation and at least 15%
ethnic minority representation
on the Board and Senior leaders
by 2030

Eliminate gender and ethnicity
pay gaps across all THG
divisions by 2030

Achieve &t least 15%
improvement in employee
engagement score by 2025

Pay all direct staff, agency
workers and contractors
a living wage by 2025

All Tier 1 suppliers to pay
a living wage by 2025

Provide 10,000 people in the
community with technology
and life skills training by 2030

Introduce two days volunteering
per year for every THG employee
by 2025

459 female and 26% ethnic minority representation
in Graduate and Apprenticeship schemes

22% female and 6% ethnic mingrity representation on the
board and senior leadership team

Gender Pay Gap information can be found on the UK
Government online Gender Pay Gap service portal,
Ethnicity pay gap to be determined in the future as we
continue to improve on gathering more data in this area

We will be undertaking our baseline for employee
engagement scores in 2023

70% of UK direct staff {excluding agency workers and
contractors) are paid a Real Living Wage

Primary focus in 2022 has been on direct staff and we will
review this target in 2023

With the introduction of the Social Impact Strategy, we
will aim to identify opportunities to support communities
through training of these important skilis in 2023

Our approach to colleague volunteering is outlined in our
Social Impact Strategy. This will be rolled out in 2023

Status
Ontrack -
Ontrack —»
Ontrack —
Due to

commence @
in 2023

Ontrack —

Due to
commence @
in 2023

Dueto
commence
in 2023

Due to
commence @@
in 2023



Diversity and inclusion goals

The Group's D& vision is to further create a diverse,

inclusive and supportive work environment, reflective of the
communities within which THG operates and comprising

talented and motivated individuals.

Percentage of female representation in our

Gra

2020

2021

2022

duate and Apprenticeship programmes

49%

Target to 2024
50%

Percentage of ethnic minarity representation

in our Graduate and Apprenticeship programmes

2020

2021

2022

2o [

Target to 2025:
20%

Engaging our people around
diversity and inclusion

In 2022, we organised several events which aimed to
bring attention and understanding to groups which
can face discrimination and inequality. Providing
these engagement opportunities which celebrated
the identity and different backgrounds of our staff,
we hope to increase their sense of belonging

and educate the wider workforce on being more
inclusive and respectful in the workplace.

Some of the events held in 2022 included panel

and |lunchtime sessions for International Women's
Day, Lunar New Year, Pride Month and Mentel
Health Awareness Week, We also hosted our first
Black History Month forum where external speakers
shared their experience and achievements in their
careers, To deepen engagement and to drive impact,
in 2022 we set up the Black Community Network
alorigside our LGBTQIA+ and Allies Network which
was set up in 2021.

THG

As part of THG x Planet Earth, we set ambitious targets
around diversity and inclusion - the perfoermance and
progress towards these targets can be found below:

Percentage of female representation
at Board and senior leadership level

larget to 2030:
50%

Percentage of ethnic minority representation
at Board and senior leadership level

Target to 2030
15%
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Gender and ethnicity pay gap

In 2022, the focus was on improving the guality of
employee data including gender and ethnicity which
has helped improve vur diversily larget progress, Better
measurement of the current situation against targets
and development of programmes allows us to build a
workplace where all employees can thrive. We report on
our gender pay gap via the UK government gender pay
gap service every vear, Efforts to collect a greater range
of diversity data will continue throughout 2023 with a
goal to report on our ethnicity pay gap in the near future,

Employee wellbeing
and development

Sustainability training

Ensuring that THG's Sustainability Strategy remains

at the heart of our business and is a clear focus for all
colleagues will continue to drive successful delivery. In
2022, a new induction session was introduced for all
colleagues sc that they understand the strategy from day
one and are clear how they can play a part in its delivery.
To maintain this moementum, a series of six sustainability
learning modules were introduced, designed to

enhance colleagues’ understanding and engagement

in sustainability, the first of which was launched in late
2022, The remaining learning modules will be delivered
throughout 2023, building awareness and increasing
knowledge in various sustainability topics.

Employee engagement

Throughout 2022, colleague engagement at & divisional
level was measured - driving actions to improve our
performance where necessary. The goal is to move

to a more consistent approach across the group and
business-wide colleague surveys will be introduced in
2023, developing a deeper understanding of colleagues’
views, 1o learn from our successes and take actions
where we need to. Employee engagement KPis will form
part of our People strategy moving forward.

Living wage

In 2022, 70% of UK THG staff (excluding contractors
and agency workers) were paid a Real Living Wage,
which is an hourly rate calculated according to the cost
of living in the UK by the Living Wage Foundation. In
2023, additional data will be collected regarding agency
and contractor staff, as well as staff outside the UK. We
will also build a roadmap to help achieve our target of

paying all THG staff a Real Living Wage by 2025. The initial
focus around living wage is on our own staff, contractors
and agency workers where we have greater control and
influence. With regards to suppliers, this is significantly
more complex given the international nature of our supplier
base and the lack of living wage standards in many
countries. During 2023, we will continue to assess the best
approach to deliver against the target.

Investing in our communitios

Training in our communities

Qur innovation in technology and digital platforms allows
us to leverage our knowledge and expertise to benefit local
communities, With the development of our Social Impact
Strategy, we will aim to identify opportunities to support
comnmunilies through training of these important skills,

In 2022, THG made significant efforts to provide aid and
support to those affected by the conflict in Ukraine,

Qur People teams waorked diligently to provide physical
and mental health support to our Ukrainian colieagues
around the world, and our security teams helped to safely
relocate those colleagues and their families who made the
difficult decision to leave their homes in Ukraine. We also
supparted our Ukrainian colleagues in the UK, including
assisting those who were making arrangements for their
loved ones to join them.

In addition to supporting cur own colleagues, we
recognised the urgent need for broader assistance in the
region. Through partnering with national and international
organisations, we were able to provide product donations
via our fulfilment centre in Poland, These donations
included essential items such as food, clothing and hygiene
products, which were distributed through local partners

to the areas of greatest need,

Our approach to colleague volunteering is outlined in

our Social Impact Strategy. This wilt be rolled out in 2023,
providing colleagues with a clear framewaork for community
engagement and volunteering.



Our people

In 2022, we focused on developing our people and
reducing operational costs to future-proof the Group
and streamline our processes to benefit our global teams.

We developed our people through targeted training and
development programmes, focusing on diqital skills, data
analysis, and leadership, all of which are critical for our
teams to succeed in today's fast-paced environment.

We reduced costs by streamlining our processes

and optimising our people cperations. This included
implementing new technology solutions such as
automation in our distribution centres which helped

Us to reduce manual workloads and improve efficiency.

Supporting our people

Our goal is, and always will be, to foster a workpiace culture
that prioritises our people, their personal wellbeing, and
their professional development,

Tao achieve this, our in-house doctor provides personalised
and virtual GP services for all THG employces globally and
delivers initiatives to support people who are struggling
with their mental health. Not only does this service give our
pecple access to free medical support and advice, but it
also helps us to create a culture of empathy and awareness.

Our Employee Assistance Programme (EAP) also supports
the wellbeing of our UK-based employees by providing
24/7 access to information, advice, and support.

In response 1o the cost-of-living crisis, we introduced free
lunches for all apprentices based on our catered sites
throughout November and December. Following positive
feedback from our apprentices and their managers, we
have extended this initiative until March 2023,

Finally, we awarded £36m of shares to 564 employees in
2022, reinforcing our meritocratic culture.

THG

Culture

As THG evolves, we recognise that our employee value
proposition (EVP) must evelve too, and so last year, we
invited our global workforce to suggest a fifth company
value and help shape the future of THG. We received over
650 suggesticns, all of which gave us a fantastic insight
into what makes THG so special, but the suggestion that
seemed to resonate with our teams regardless of role,
division, or location was “collaboration”

Collaboration underpins everything we do at THG; it's why
we're a global leader that continues to challenge what is
possible. Over the next 12 months, we will be embedding
our newest value, collaboration, in everything we do whilst
continuing to bring our existing values, innovation, ambition,
decisiveness, and leadership, to life.

We will continue to develop our unique and vibrant culture,
tracking prograss against employee feedback obtained
from group-wide surveys, pulse surveys, onboarding
surveys, and exit surveys, and HR data such as attrition
rate, absenteeism and employee referral rate. In 2023, we
will establish a baseline engagement score before working
towards our target of improving scores by at least 15% by
2025. To find out more about our sustainability goals and
targets, visit our Sustainability section.

Culture is a principal risk and the Board has overall
responsibility for risk management. However, as reflected in
its Terms of Reference, the Risk Committee has delegated
responsibility for the monitoring and review of the
processes and procedures in place to manage or mitigate
principal risks, including Culture.
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Recruitment

Qur talent team adapted to the demanding jot market,
delivering a recruitment strategy that engaged both active
and passive candidates globally. A key part of our strategy
involved utilising our network of employees and industry
partners to identify and attract top talent. We also invested
in recruitment technology and teals to streamline the hiring
process and make it easier for top talent to apply and
connect with us.

We secured a listing in The Times Top 100 Graduate
Employers for a second consecutive year, reinfarcing
our position as a top employer in the graduate market.
We proactively engaged with students from a variety of
educational backgrounds, resulting in over 250 graduate
and undergraduate hires from 56 universities,

Meet Hannab

Farly Careers Assistant at THG

Hannah joined THG in August after successfuily
securing a place on Change 100, Leonard Cheshire's
award-winning internship gragramme for university
students and recent graduates with a long-term
health condition and/or disability.

During her 3-maonth internship at THG, Hannah
shadowed our L&D team, designed training
sessions, delivered workshops, and attended
university events. She also worked with the other
interns we hired through Change 100 to create 'The
Neurodivergent Forum; a place for people across
the Group to find out more about neurodivergent
conditions, share ideas, and socialise.

After completing her internship, Hannah received an
offer to join THG as a permanent member of the
Early Careers team, supporting and developing our
grads, interns, and apprentices as they navigate the
transition from campus to office.

We asked Hannah what advice she would give to
someone completing & Change 100 placement,

We continued our commitment ta creating ar iriclusive
and accessible hiring process that gives everyone an
opportunity to showcase their skills and talents, regardless
of their background or personal circumstances. This
involved delivering diversity and inclusion training to our
talent team and entering a partnership with Change 100,
an award-winning internship programme of paid siimmer
work placernents and mentoring for disabled students

and recent graduates. Through Change 100, we have
developed our knowledge and understanding of accessible
recruitment, taking learnings from genuine experts and
applying them to our own processes.

“Invest in your personal development and say yes to
as much as possible, especially if it invclves pushing
yourself out of your comfort zone. Being open-minded
Is important in any role, but it's definitely scmething to
prigritise when you're an intern.

I'm so glad that I've been able to get involved in new
projects, make new connections, and really shape my
role into something I'm incredibly passionate about.

| can't walt to see what the future holds for me at THG!
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Learning & development

From our early careers talent to our senior leaders, we're
passicnate about supporting and developing our people
at every stage of their career. In 2022, our Learning &
Development (L&D) team delivered a variety of initiatives
to enhance soft skills and technical expertise across the
Group. This training was supplemented by over 5000
hours of self-led online learning, 2,336 LinkedIn Learning
course completions, and 76,737 LinkedIn Learning video
completions,

We delivered the latest iteration of our 12-month
development programme, supporting the personal and
professional development of our graduates, interns, and
apprentices as they navigated the transition from campus
to office. Underpinned by social learning, our 2022 early
careers development programme consisted of in-person
networking events, workshops, industry talks and online
learmning, giving our early careers talent access to a varisty
of learning opportunities to help them go further, faster,

THG Accelerator continues to go from strength to strength
with 47 graduates joining the programme in 2022. From
Computational Neuroscience with Cognitive Robotics to
Journalism & Communications, our Accelerator cohort
introduces a weaith of diversity, experience and knowledge
to our Technology division, To date, our Accelerator
programme has developed over 150 graduates in-house,
giving THG access to homegrown tech talent whilst
addressing the digital skills gap and making tech careers
more accessible

Watch our THG Accelerator
x In Focus video here

We launched our Leadership & Management Academy in
partnership with industry-leading training pravider, Corndel.
Through the Academy, managers at all levels across the

UK were invited to apply for a place on our Level 3, Level 5
and Level 7 qualifications, all of which are accredited by the
Chartered Management Institute (CMI). Each qualification
blends coaching, training and perscnal development

that is tailored to our business and the individual learner,
giving our people a fantastic opportunity to develop the
knowledge, skills and behavicurs needed to become a
transformational leader at THG. Our Level 7 programme,
delivered in partnership with Imperial College Business
School, gives our senior leaders access to world-class
learning opportunities and Imperial College Associate
Alumni status.

THG/Orbit, our award-winning global customer service
sclution, also launched the Orbitor Programme to develop
their teams, encourage engagement, and recognise top
talent. The initiative has been embedded into THG/Orbit's
performance management process as team leaders use
the 4-point scale each month to help agents identify areas
far improvement, develop their skills, and celebrate their
success. This provides a structured and consistent measure
of performance based on quality and quantity of customer
responses, reinforcing THG's meritocratic culture.

THG

Internal mobility

We know that giving our people an opportunity to grow
and develop with us is essential for having a productive,
passionate and efficient workforce. That's why we're
committed to promoting internal mobility and providing our
employees with opportunities to move between different
departments and roles. Not only does this benefit our
peaple as individuals, but it helps to create 8 more dynamic
and knowledgeable workforce.

One of the ways we support internal mobility is through
our professional development programmes as they give
our people the soft skills and technical knowledge that
they need 1o take on new roles and responsibilities. We
also have a strong culiure of collaberation, evidenced by
the introduction of our new company value, which helps
employees 1o build relationships and gain exposure to
different areas of the Group.

In addition, we have a clear and transparent promotion
process that gives employees the chance to move up
within their current department or to switch to another
one that aligns better with their career geals, Our People
team works closely with managers to identify potential
opportunities and provide support and guidance to
employees throughout the process.

Ultimately, our focus on internal mobility helps to create

a more engaged and motivated werkforce, as well as a
more resilient and adaptable business. By investing in our
employees and supporting their career growth, we can
attract and retain top talent whilst also creating & positive
and supportive work envircnment.
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Creating a diverse & inclusive workforce

We strongly believe that having s diverse workforce and an inclusive workplace creates a more innovative and successful
business. We're proud to have a strong gender split across our workforce with 48% of our employees identifying as female
and 48% identifying as male (4% not disclosed), and we are continuing to improve data around the ethnicity

of our workforce. Please see below.

2022 Gender 2022 Lthnicity
Male Female Not Disclosed Total BAME Non BAME Not Disclosed Total
Board 7 1 0 g Board 0 2 6 8
E:Qi!izrrship 13 6 0 24 Eggg)errship 2 n " 24
Other 3937 3979 340 8,256 Other 941 3782 3,563 8,256
Total 3,962 3,986 340 8,288 Total 943 3,785 3,580 8,288

In 2022, we launched our Diversity & Inclusion (D&} strategy, implementing a range of initiatives built around our four
pillars: visibility and representation, learning and development, recruitment and progression and accessibility and inclusion,
To find out more about our progress to date, visit page 72.

Visibility Learning
& Representation & Develocpment

Recognise and celebrate the success of
our diverse workforce and partnerships,
ensuring every employee feels
represented and heard,

+
. els
a—a
Data Minority
Optimisation Representation

Recruitment Accessibility
& Progression & Inclusion

Providing virtual and physical experiences,
opportunities and work environments
which are accessible to all.

.

) Vi
Accessibility Inclusive
Optimisation Benefits
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Social impact

Finally, we laid the foundations to deliver our Group Social
Impact strategy in 2023,

Underpinned by three key pillars, championing inclusion,
disrupting inequality and creating opportunity, our strategy
aims to address social issues in our communities and drive
positive change for our people and the things that matter
most to them,

These pillars determine which causes we focus on and
what activities we do both at Group-level and in division.

Championing
Incliusion

We're committed to championing
digital inclusion & disability
inclusion,

Health and safety

Nothing is more important than the health and safety

of aur people. We continue to make solid progress
strengthening and enhancing our workplace health

and safety arrangements which ensure cur people

are safe and well at work. During 2022, we invested in
strengthening our Global Health and Safety support
team to ensure our business operations have access to
best-in-class competant Health, Safety and Environment
{HSE) support and advice to ensure we provide a safe
and healthy place work of work. In addition, our company
health and safety programme delivered:

Safety leadership refresher training for our Internal
Executive team

Over 90 THG Managers successfully comoleted the
Institution of Occupational Safety and Health (I(OSH)

Managing Safely training course

New HSE Management Standards for the contral
of contractors

I Per 100,000 working hours,

Disrupting
nequality
We're committed to disrupting

housing inequality and health
inequality.

THG

Cur commitments within each pillar will allow us to tackle
complex social issues and create a bigger impact in our
local communities.

In 2023, we will work towards achieving our target of
allowing all THG employees to take 2-days volunteering
leave by 2025 and providing 10,000 poople in the
community with technology and life skills training by 2023
To find out mere about our sustainability goals and targets,
visit the Sustainability section.

Creating ‘
OPPOFIUNLILES

We're committed to creating
oppertunities through education
and employment.

During 2022, we have strengthened our focus on the
prevention of workplace accidents which includes the
rebust reporting and investigation of workplace accidents.
Our group-wide Lost time accident frequency rate for 2022
was 012", Qur plan for 2023, includes continually improving
our processes and procedures for the reporting and
investigation of accidents along with the effective sharing
and learning of accident causes and preventive measures
across the business,

In 2023, our focus will continue to make progress on
ensuring there are common HSE standards in place across
our high-risk activities and strengthen our arrangements for
the control of environmental risk and the mobilisation of our
new Occupational Health Provider,

Health & Safety is a principal risk and the Board has averall
responsibility for risk management. However, as reflected in
its Terms of Reference, the Risk Committee has delegated
responsibility for the manitoring and review of the
processes and procedures in place to manage or mitigate
principal risks, including Health & Safety.

78



Annual Report 2022

‘[ask Force on
Climate-related Financial

The Campany is required to disclose against the
recommendations of TCFD {(as required by Listing Rule
(LR) LR 14.3.27R).

As stated in last year's Annual Report, we have chosen
to adopt a phased approach to achieve full alignment
with TCFD recommendations as THG is progressing on
in its sustainability journey - launching the Group’s first
Sustainability Strategy, THG x Planet Earth, in late 2021,
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Disclosures (TCEFD)

We set out in the table below our responses to the TCFD
recommendations and recommended disclosures - all
disclosures are considered to be material. Although we are not
yet in position to align and report fully against all of the TCFD
recommended disclosures, we have provided the actions
taken so far and the next steps to enable full disclosure. In

the table below, we have summarised the Group's ongoing
work programme, set against the core elements of the TCFD
reporting recommendations and guidelines:



Governance

Recommendation

THG

Response

a) Describe the board’s oversight
of climate-related risks and
opportunities

b) Describe management's role
in assessing and managing
climate-related risks ang
opportunities

Key

Disclosure level:

The Board is scheduled to convene at least eight times a year but addtional meetings typically take place to
ensure ongoing business needs are adequately addressed and monitored, including in respect of performance
and delivery of strategic objectives. Environment, social and governance (ESG) matters (including climate
change) ansing from the Sustainability Committee are communicated and updated to the Board by the

Chair of the Sustainability Committee in person or virtually using minutes and summarised updates from the
Sustainability Committee meetings. For exarnple our nat 7erm seienca bacod targcls weie Loninunicated

tn and approecd by thie Budra - these largets wilt undergo validation by SBTi {the global body enabling
husinesses to set emissions reduction targets in line with climate science) in 2023. The Sustainability
Committee meets at l2ast three times annually and was established to ensure that the Group has appropriate
and effective strategies, policies and aperational controls in place te conduct its business in a responstble and
sustainable manner and to ensure it is properly accountable in respect of sustainability targets. Key duties
include reviewing and monitoring the Group's systems, strategies, policies and targets in relation to, amongst
other things, energy and carbon management, and climate change. Further details can be found

on pages 141-143,

The Board alsc has overall respansibility for risk management and establishing the Group's risk appetite. It
monitors the risk environment and reviews the relevance and appropriateness of the principal risks to the
business. One of the pringipal risks is Climate Change, Environmental and Social Responsibility. The Risk
Committee supports the Board 1n setting the Group's risk appetite and ensuring that processes are in place
to identify, manage and mitigate the Group's principal and emerging risks, At each meeting, the Committee
reviews the principal risks and their associated appetite targets and metrics, to assess whether they continue
to be relevart, effective and ahgned to the achieverment of our strategic objectives, and within an acceptable
tolerance for the Group, At least four Risk Committee meetings take place annually. Further details on risk
management can be found on page 83,

The Group's Chief Sustainability Officer is accountable for the ongoing development, management and
implementation of THG x Planet Earth, In conjunction with the Board-constituted Sustainability Committee (of
which he is a member), the Chief Sustainability Officer oversees all Sustainability related matters (including
climate-related risks and apportunities) to ensure the Group has appropriate and effective strategies, palicies
and operational controls in place to conduct its business in a responsible manner.

In 2022, the TCFD governance structure and process was established. This includes a cross functional
Working Group focusing on alignment with TCFD recommendations which meets at least fortnightly.

The Working Group feeds into the TCFD Steering Committee, consisting of senior representatives from
Sustainability, Finance, Procurement and Risk, which meets at least six times a year. The Steering Committee
ensures the Working Group's progress on TCFD alignment and manages the overall direction of the
workstreams sssociated with TCFD. Outcomes from the TCFD Steering Committee are communicated to the

Sustainability Committee.

Focus and actions for 2023 and beyond

We will communicate progress and outputs towards full TCFD alignment to the Board - including:
1) Qutcome of climate-related risks and opportunities assessment.

2) Climate scenario modelling and analysis.

3) Progress against climate-related targets,
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Strategy

Recommendation

Response

81

a) Describe the climate-related
risks and opportunities the
organisation has ident/fied
over the short, medium, and
long-term

©

b) Describe the impact of climate-
related risks and opportunities
on the organisation's businesses,
strategy. and financial planning

0]

¢} Describe the resilience of the
organisation's strategy, taking
inlo censideration difterent
climate-related scenarios,
including a 2°C of lower
scenano

O

To achieve full implementation of the reporting recommendations of the TCFD aver the course of the next few years,
one of the first steps we took in 2022 was the formation of the TCFD governance structure and process - details can be
found in the TCFD Governance Section. This allowed us to focus and pull together reéscurces to conduct a 'gap analysis’
to full TCFD slignment and create an action pian {summarised below n Focus for 2023 and beyond').

In 2021, as part of the Group's work to develop the THG x Planet Earth Strategy, high level material ESG issues including
climate and GHG emissions were identified - details of our last matenality assessment ¢an he fonind in our 2021 Annual
Neport, pages 89-90. This year, we reviewed those issues alongside the ESG risks and opportunities and extracted the
climate-related risks and opportunities, Examples of the types of climate-related risks and opportunities that are now
being considered, and which will be further reviewed, defined and input into future climate scenario modelling and
analysia in 2023 are surnmarised below:

Transition risks
Policy and legal - Changes in climate-related regulations may affect carbon price,
carbon offset/credits and carbon tax,
. Markets — Increase in carbon pnces may impact cost of energy and other rescurces/matenals.

Physical risks
Chronic/Acute - Acute and chronic weather events (e.g floods and storms) may disrupt supply chains and
operations, impacting prices of agricultural raw materials ahd commodities,

Opportunities

. Products and services — Increase in demand for more sustainable product altermatives
and services such as THG Eca.

' Markets - Investment thesis for low carbon transition grows as governments
and investors commit to a greener economy.

To understand the impacts of climate-related risks and opportunities as identified above, we must conduct climate-
related scenario modelling (using short, medium and long-term time periods which will be determined as part of the
overall chmate sconario modelling projed| in 2023). Given the expertise and software required to undertake such an
exercise we must partner with external experts and therefore have not been able to undertake 1t this year but will plan

1o do so for 2023 fas detailed in the section below). As our TCFD work progresses, we will consider the extent to which
these climate-related risks and opportunities are already taken into account within THG's business strategy and financial
plarning and how they may help to inform future decision making,

Focus and actions for 2023 and beyond

Further work on cimate risks and opportunities, impacts and scenano analysis will be undertaken over the next few
years, Our progress and timeline is summarised below:

Phase 1(2022) - Complete

. TCFD Gap analysis — [dentifying gaps in current processes, structure and programmes against TCFD
recommendations.

. TCFD Action Plan - Identify the actions and resources required to achieve full alignment with TCFD
recommendations,
Climate-related risk and opportunities identificabion - Review and extract the climate-relsted risks and
opportunities from previous ESG materiality assessment,

Phase 2 (2G23)

. Clirmate risk and opportunities refinement and assessment — Refine, score/prioritise and input the climate-
related risks and opportunities.

. Climate-related risk and oppartunities madelling and impact analysis - Quantify the possible impacts of climate-
related risks and opportunities across three time horizons using at least two different climate-related scenarios.

. Net zeto roadmaps to be created for our Beauty and Nutrition divisions.

Phase 3 (2024+)

. Clirnate risk and cpportunities integration — Utiising and embedding the outputs of climate related nsks and
opportunities into the wider business and divisians - including business strategy, financial planning and risk
management.

. Working towards our GHG emissions reduction targets (which are awaiting SBTi validation in 2023)
using the net zero roadmaps for divisions.

Key Disclasure level: . Full D Partial O Oritted



Risk management

Recommendation

THG

Response

a) Describe the organisation’s
processes for identifying and
assessing chimate-related risks

©

b) Describe the organisgtion’s
processes for managing
climate-related risks

©

¢} Describe how processes for
identifying, assessing, and

managing chmate-related risks are
integrated into the organisation’s

overall nsk management

Metrics and targets

Recommendation

Climate-related risk is embedded in Climate Change, Erwironmental and Social Responsibility nsk which is one of the
Groug's principal risks {(see further detail on page 91). The Risk committec supports the Board in setting the Group's risk
appelite and ensuring that processes are in place to identify, manage and mitigate the Group's principal and emerging
risks. Current and emerging regulatory risks (such as TCFD and Extended Preducer Responsibility (EPR)) are taken into
consideration when determining principal risks. At each meeting, the Commuttee reviews the principal risks and their
associated appetite, targets and metrics, to assess whether they continue to be refevant, effective and aligned to the
achievernent of our strategic objectves, and within an acceptable tolerance for the Group.

The Sustainability tearn and others across the business including Legal and Property undertake a monthly review

of the Climate Change, Environmental and Sacial Rasponsibility nsks. This process involves the identificalion and
assessment of various Climate Change, Environmental and Social Responsibility risks. Also, guring the monihly reviews,
mitigation actions and workstreams for climate risks are monitored and high risk items are flagged Lo be raised in the
Risk Committee. The impacts (financial and non-financial) and likelihcod of identified risks are scored on our Group Risk
scoring matrix which mcorporates environmental and social impacts. Further information can be found in the

Risk Management section (pages 87-95).

In 2021, & high level ESG materiality assessment wes undertaken {including climate change related risks identification
and prioritisation). The assessment took into account the likelihood and impact of such nisks. Examples of the climate-
related risks and opportunities are summansed in the Strategy section above, We aim to expand and go into further
detail of the identrfied climate-related risks during 2023 as part of our climate scenario modelling workstream. As THG'S
chimate-related risks and cpportunities are reviewed and assessed further, we will enhance and refine the non-financial
{including chimate) elerments of the Group risk assessment process including the nsk matrix.

As part of monthly risk updates as described in the above section, the cutput feeds into the Group risk monthly update
reetings between the Chief Risk Officer and accountable risk leads from across the business, High risk iterns are
escalated to the Risk Committee {which meets quarterly) for comment and scrutiny (further detail can be found in the
Governance section, page B0).

Focus and actions for 2023 and beyond

The Group will be determining the short/medium/long-term time honzons for chimate-related risks and opportunities,
with Intent to align with existing THG frameworks so the significance of the climate nsks and opportunities can be
determined in relation 10 other nsks. This work will be undertaken as part of the climate scenario modelling exercise in
2023,

We will also look at updating the non-financial deseriptors in the risk matrix after clmate scenaric modelling has been
undertaken to reflect factors and thresholds to be considered when assessing the severity of a nsk {from a non-financial
irmpact perspective).

Response

a) Disclose the metrics used by

the organisation to assess ¢limate

related nsks and opportunities
in line with its strategy and risk
management process

©

b) Disclose Scape 1, Scope 2,
and, if appropriate, Scope 3
greenhouse gas (GHG)
emissions, and the related risks

©

c} Describe the largets used
by the organisation to manage
climate related risks and
opportunities and performance
against targets

O

In 2022, we developed our Science-based targets, which includes reduction targets for Scope 1, 2 and 3 emigsions. The
targets were submitted to SBTi (Science Based Targets initative} for validation in 2022 and are expected ta be approved
and published in 2023,

GHG emissions {including intensity ratios) and energy metrics are currently calculated and disclosed in compliance with
SECR (Streamlined Energy and Carbon Reporting) - please see page 63 and our Basis of Reporting - GHG erissions
document. These are used to inform our THG x Planet Earth Strategy and various processes such as CAPEX planning,
Other chmate-related metrics (e.g water and waste) will be determined and used more widely as we undertake climate
scenario modelling in 2023 and further align with TCFD recommendations.

THG calculates and discloses Scope 1and 2 emissions (market and location-based), further information can be found on
page 63. In 2022, we also calculated our Scope 3 baseline emissions for 2020, details can be found on page 61 We will
continue to develop our approach ta Scope 3 calculations in 2023 as part of our THG x Planet Earth Strategy and torgets.

In late 2021, we launched THG x Planet Farth where we published our goal to be carben positive by 2030, To acheve
this we have submitted Scope 1, 2 and 3 emissions reduction targets te SBTi for valdation and will be published in

2023, 1n 2022, ESG metncs fincluding setting SBTi targets) were linked to executive remuneration, further details can be
found on page 147, In future years, specific emissions reduction targets will also be embedded into the ESG component
of executive remuneration after our science-based targets have been validated, We are also currently in the pracess of
developing an implementation plan for our divisions o achieve these targets, The methodology used to caleulate our
Scope 1 Scope 2 emissions and energy use metrics can be found in our Basis of Reporting - GHG emissions document,

Focus and actions for 2023 and beyond

In 2022, we prioritised establishing the reporting processes and framework for capturing energy and emissions data.
We also undertook limited assurance on our Scape 1 and 2 emissions and associated energy use -~ details can be found
an page 63. In 2023, we will be expanding to cther cimate-related metrics such as water and waste as detailed in THG
x Planet Earth.

Furthermore, over the next few years we will be developing more specific intensity and efficiency ratios which
is part of the plan to reduce qur emissions as per odr SBTi targets and climate goals.
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Risk management

and informed

decision making

THG's Enterprise Risk Management (ERM) Framework

is designed to protect the interests of key stakeholders

and enhance the quality of decision making. enabling

the effective management of our strategic, operational,
commercial, compliance, change and emerging risks.

We continuously seak to embed and improve the use

and adoption of the THG ERM Framework, to ensure it is
integral to our day-to-day activities. This helps us to deliver

Figure 1 - ERM Framework

0000

our strategic objectives and goals through risk-informed
decision making and the effective management of risk,

In 2022 we continued the maturing of cur approach to risk
management, including a further refresh of cur principat
risks, the embedding of divisional risk management
processes and the alignment of insurance within our risk
function, including the creation of THG Insurance Limited,

® —& —— =
Assess / Manitor / Identify / Respond / Report ¢
Analyse Track Understand Measure Communicate

Risk appetite and risk tolerances

Qur risk appetite reflects our ability and desire to accept

a certain level of risk to achieve our strategy. We recognise

that eliminating risk is often not feasible or desirable, so

we use our group risk appetite statement, parameters and
metrics to support informed decisions on the level of risk
that can be taken or sought to achisve strategic abjectives.
All identified risks are measured using the pre-determined
risk matrix set out in our Risk Management Palicy.

Principal risks are monitared against risk appetite targets
using supporting measures, metrics, and tolerances,
which are evaluated throughout the year to ensure

they remain aligned with our strategic objectives,

and within an acceptable risk tolerance for the Group.

a3

How we identify risks

Our risk identification process follows an enterprise wide
“top-dawn, bottom-up” approach, which seeks to identify:

- principal risks that may impact our ability to and pace
by which we achieve our strategic objectives, with these
risks representing the risks that most threaten delivery
of our strategy; and

- strategic, commercial, operational, compliance and
change risks ("business risks”) that occur at a divisional
level. These risks are those that pose the greatest threat
tc the success of business activities across the Group
and may also feed into our principal risks.



How we assess risks

All identified risks are assessed for likelihood and impact
using a range of financial and non-financial criteria aligned
16 the business and its respective divisions, The assessment
considers risk befare any mitigations {(inherent risk) and
after current mitigations {residual risk). The key benefit of
assessing inherent risk is to highlight potential risk exposure
in the event of contrel or mitigation failure,

How we manage risks

Eliminating risk is often not feasible ¢r desirable, so we use
risk appetite to make informed decisions on the appropriate
level of risk that can be taken to support achievernent of our
strategic objectives, Our overail risk appetite is approved
and measured by the Board,

All our principal risks are assigned to Executive Owners,
The Executive Qwner is responsible for the overall
management of the risk, ensuring the adequacy of control
and the rabustness of action plans to maintain the risk
within appetite. Principal and emerging risks are supparted,
as appropriate, by in-depth reviews,

Business risks are identified and captured divisionally
and functicnally, being owned and managed within their
respective management teams and reviewed on an
ongeing basis.

Risk reporting and monitoring

We continue to consider risks both individually and collectively
to fully understand our risk landscape. By analysing the
correlation between risks, we can identify those that have the
potential to cause, impact, or increase another risk and that
these are weighted appropriately. This exercise informs our
scenario analysis, particularly in scenarias used in the Viability
Statement, see pages 93-85.

Business risks are consclidated and escalated in accerdance
with our Risk Management Policy and via the ERM Framework
to the Risk Committee. This provides organisational visibility

o emerging, strategic, commercial, operational, financial and
compliance tisks. The risks are considered in context of our
existing principal risks and to drive accountability and action.

Frincipal risks are managed, mitigated and monitored against
risk appetite in line with our Risk Managemeant Policy and
evaluated throughout the year to ensure they remain aligned
o our strategic objectives. They are continually reviewed by
our Risk Committes, who alsc consider the results of 'in-depth’
testing of key controls supporting each principal risk.

THG

Risk governance

THG operate a formal risk governance structure ensuring
risk managernenl is at the foretront of decision making
and creating clear points of escalation.

Board

The Board has vverall responstbility for risk management
and establishing the Group's risk appetite, It monitors
the risk environment and reviews the relevance and
appropriateness of the principal risks to the business.

Risk Committee

The Risk Committee supports the Board in setting the
Group's risk appetite and ensuring that processes are in
place to identify, manage and mitigate the Group's principal
risks. At each meeting, the Committee reviews the principal
risks and their associated appetite targets and metrics,

to assess whether they continue to be relevant, effective
and aligned to the achievement of our strategic abjectives,
and within an acceptable tolerance for the Group.

lurther information on the Committee’s activity in 2022 is
set out in the Risk Committee Report on pages 130-132,

Audit Committee

The Audit Committee monitors the effectiveness of the
contral environment through the review of Internal Audit
reports and other assurance activity from THG Internal
Audit and consideration of relevant reporting from
management and the external auditor.

Further information on the Committee's activity in 2022
is set out in the Audit Committee Report on pages 123-128,

Executive

The Executive is responsible for the stewardship of the
risk management approach. It develops the strategy and
oversees the delivery of the related operational plans that
help to manage the associated risks. Each principal risk
is also owned by a8 member of the Executive.
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Chief Risk Officer

The Chief Risk Officer (CRO) is responsible far the
second and third-line finctions, namely TG Risk and
THG Internal Audit. The CRO is responsible for the
facilitation and implemantation of the risk management
approach across THG, including the provision of
apprepriate risk reporting for the Risk Committee, Audit
Committee and the Executive. The CRO attends the Risk
and Audit committee meetings und regulaily meets with
respective Chairs outside these meetings. The CRO is also
responsible for insurance, business continuity, health and
safety, food safety, facilities, security and loss prevention.

THG Risk

THG Risk supports the effective operation of the ERM
Framework and Governance Structure, including the
management of the principal risks and providing guidance,
support and challenge to the business to effectively
manage risk,

THG Internal Audit

THG Internal Audit is led by the Head of Internal Audit, and
its purpose and activities are set out in the Internal Audit
section of the Audit Committee Report on page 127.

Figure 2 - Three Lines
Governance Model

1st Line

1/

/ /',‘/]l'/”‘/( RN
Own & operale

2nd Line

challenge

3rd Line
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Our three lines governance madel defines clear roles
and responsitilities for all employees and establishes
accountability for actions and decisions. It also describes
how appropriate oversight, challenge and assurance are
provided over business activities, including the ethical
conduct of our operations.

The First Line represents all employees, giving them
responsibility for management of their risks and the
sulisequent deployment of risk strategies, thus supporting
risk-based decisicn making. They hold the necessary
skills and knowledge to help with the identification and
management of risks within our business.

The Secand Line consists of THG Risk, who are respansible
for setting the framework, policies, tools and technigues

to enable the First Line to effectively manage risk. As part
of this role, THG Risk are on hand to provide suppart and
guidance to ensure a consistent approach to managing
risk is rmaintained. THG Risk also manages the corporate
insurance programme, ensuring that placements are
appropriate for the risk exposure and in fing with our risk
appetite. The Board recognises that culture underpins the
effectiveness of THG's risk management, and the operation
of an effective contral envircrnment,

The Third Line is THG Internal Audit, the main role
of which is to assess whether the first two lines are
operating effectively,

Risk management
and internal controls

The Board retains overall responsibility for setting group
risk appetite and for risk management and internal control
systems. In accerdance with principles M, N and O of the
UK Corporate Governance Code 2018 {the "Code”), in
addition to Paragraph 58 of the FRC guidance (Section &),
the Board is responsible for reviewing the effectiveness of
the risk management and internal control systems

and confirms that:

There is an ongoing process for identifying, evaluating
and managing the emerging risks faced by the
Company;

The systems have developed throughout the year under
review and up to the date of approval of the Annual
Report and Accounts;

Thay are regularly reviewad by the Board; and
The systems accord with the FRC guidance on risk

management, internal control and related financial
and hisiness reporting.



There were no instances of significant control failing
or weakness during the vear.

You can read mare about our risk management and internal
control systems in our Strategic Report on pages 83-95
and the associated work of the Audit and Risk Committees
on pages 123-132,

A changing risk landscape

The current macroeconomic and geopolitical environment
has created a mare challenging risk landscape for all
organisations. Qur ERM Framework equips us to monitor,
understand and tespond to external uncertainties and
events. The external risk landscape is reviewed regularly
o ensure we proactively respond to external events

with potentially material impacts.

The war in Ukraine heightened uncertainty for cur
employees, customers and investors. In response, we
rapidly evaluated the risks, determined potential impacts
to our business and made changes to our business
operations and supporting precesses. We alsa used

our existing cyber security capability to strengthen our
resilience against potential cyber threats. Through our
risk governance ¢hannels we continue to manitor the
possible wider effects of the conflict.

We also considered our wider approach to resilience

and business continuity planning. with a focus on
preparedness for energy supply issues, and any potential
impact on employees, business operations and customers.

Whilst the Covid-19 pandemic has stabilised, we continue
te monitor its long-term effects through the principal risk
process, together with the impact of the war in Ukraine,
ensrgy supply issues and rising interest rates and their
combined impact on increasing the potential risk of
recession in key markets. Throughout 2022, the global
pandemic continued to produce challenging conditions
across many sectors of the global economy. THG's priority
has been, and remains, to protect the health, safety and
welibeing of our employees.

THG

Emerging risks

We define emerging risks as uncertainties arising from
trends thatl are on our radar, but whose full extent and
associated implications are not yet completely clear.
These types of risk continue to be identified through both
the Principal and Operational Risk processes, Additionally,
emerging risks are identified, pricritised and understood
via an 'identify, filter and prioritise, and investigate and
undersland' approach, This approach utilises internal and
external sources, including business leaders and subject
matter experts, across a selection of categories to identify
potential emerging risks and opportunitias.

By the very nature of emerging risks, it is commeon to
identify false leads, conflicting signa's and messages.
Therefore, the approach filters and prioritises, to support
management in helping to decide which emerging risks
should be investigated further,

Once it has been decided which emerging risks should be
explored further, they are investigated and understood by
an allocated Emerging Risk Owner, working with THG Risk,
The work to understand emerging risks will vary depending
on the risk, but ranges from basic qualitative assessment
to modelling and guantitalive assessment,
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Principal risks

The Board and the Risk Committee carry out a robust and
ongoing assessimenl of the principal and emerging risks
facing the Group throughout the year. The assessment
considers those risks that would threaten THG's business
model, future performance, solvency or liquidity, and
ensures that the risks continue to align with our business
strategy. The effective management of strategic, financial,
compliance and operabiunal nisks 15 critical to the success of
THG's strategy. THG continually assesses its principal risks
to ensure continued and enhanced alignment.

In reviewing the principal risks, we have split ‘Regulatory
Compliance’ into ‘Health and Safety; 'Product Quality and
Safety’ and ‘Legal and Regulatory Compliance’ tc better
reflect the complexities of our regulatory landscape and
the key risks that may impact our strategy. In addition,

our ‘Infrastructure’ and 'Onboarding and Integration’ risks
have been merged to reflect the focus on exploiting our
significant investment over the past two years, alongside
additional focus on supply chain to become ‘Infrastructure
and Supply Chain’ Qur ‘Environment, Social and
Governance’ risk has been refocussed as 'Climate Change,

Risk heat map

Likelihood / Frequency over 36 manths
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Environmental and Social Responsibility; better reflecting
our continued commitment to the wider community and
the progression of our Sustainability Strategy.

The continued maturing of our risk management approach
has seen the removal of 'Carporate Structure’ given the
successtul restructuring of the business during 2022 and
lhe addition of 3 new principal risks: ‘Geopolitical and
Economic Uncertainty’ reflecting the current changing

risk climate; ‘Liquidity and Funding;, to reflect external
stakeholder focus on e-commerce funding and liguidity;
and 'Strategic Optionality, reflecting the importance of
making optimal strategic decisions to continually transform
our portfolio of businesses,

We manage principal risk in line with our risk management
policy and approach, as set out in risk management on
pages 83-86. In 2022, we monitored and reported on 15
principal risks. As detailed in the following table, a range of
measures are in place, or are being deployed or developed,
to manage and mitigate our principal risks.

Key

1, Cyber Secunty & Data Privacy

2. Third Party Reliance

3. Talent

4. Ingenuity e-commerce Platform

5, Customer Needs

&. Infrastructure and Supply Chain

7. Innovation

8. Legal and Regulatory Compliance
9. Product Quality and Safety

10, Health and Safety

11. Climate Change, Environmental
and Sacial Responsibility

12. Geopolitical and Economic Uncertainty
13. Culture

14, Liquidity and Funding

15. Strategic optionality



Principal Risk

Risk context

THG

Management and mitigation

Cyber Security
and Data Privacy

Failure to responsibly collact,
process and store data, logether
with not ensuring an appropriate
standard of cyber securily across
the business, will result in us not
mesting our regnlatary cbligations,
and losing the trust of our
stakeholders.

Link to strategic priority

jol ]
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Executive Owner(s):
Chief Technology Officar,
General Counsel

Direction of Travel -
-

Third-Party Reliance

Failure 10 embed our partners as
an integral and aligned part of our
infrastructure, fufilment and go-to-
market strategy in a timely manner,
will resultin us failing to deliver the
right capabilities and experiences
10 aur customers,

Link to strategic priority

[:I:I]m‘t»/\;'g\

Executive Owner(s):
Group Procurement Director

Direction of Travel -
-

Key

Group strategic prigrities

information s the Iife blood of

a digital company - protecting

the confidentrality, integrity and
accessibiity of this data is critical
for a data-driven business, Failure ta
do so can have significant financial
and regulatory consequences in the
General Data Protection Regulation
(GNPR) pra, In addition, we alsn
need to use our data efficiently

and effectively to drive improved
business performance.

THG places reliance on third-party
providers to support the delivery
of our services t@ our customers,
Any interruption in these services
or relatinonships cauld have

a prafound impact on THG'S
reputation in the market and

could result in significant financial
liabilities and losses.

The Chief inlormation Security Officer oversees information
security, The Global Privacy Officer oversees information
protection.

Multi-year cyber security programmes driving continuous
improvernent and cyber risk reduction acress technology.
business processes and culture,

Continuously improving dala prolection strategy, framework
and methodology, ongoing data mapping and impact
assessment procedures.

Formally-deployed information security risk management
methodology to provide objective reviews and monitoring
of our assets and systems,

All colleagues are required to undertake awareness training
for information management and data protection, with a focus
on the GDPR requirements.

Internal and external validation of compliance through auditing,
including risk-based audits of suppiiers and other third parties
(see Third-Party Reliance’).

All new suppliers go through a ngorous selection and
onbearding process.

Procurement tearm maonitors supplier performance on an
urigoing hasis, against third-party contract service-leve!
agreements,

Dual sourcing for most supply categories and in all business
units, reducing dependencies on sole suppliers.

Ongoing development of global site standards and monitoring
to ensure adequate standards are maintained in the supply
chain as far as possibie, applicable both in-house and with
third-party sites,

Assurance on our key third-party suppliers and service
providers through Internal and external complisnce auditing.

Business Continuity strategies include an assessment of
potential third-party impacts.

Increasing our supply chain capacity by building new additional
fulfilment centres globally, with less reliance on third-party
warehouses (see Infrastructure and Supply Chain’).

il

Build category leadership
positions in beauty, health
and wellness.

To make Ingenuity the
partner of choice for
commaerce transfarmation

and sustainability solutions.

+.

Deliver engaging content
and innovative products to
our global customer base.

o) ]
A P

Accelerate growth in core
international territories,
leveraging our local
infrastructure.

Drive positive change with
our stakeholders, through
an entreprenegurial,
values-led culture.

Direction of travel

T Ingreasing

i Decreasing

-«—» Stable

4%-» New Risk

88



Annual Report 2022

Principal Risk

Risk context

Management and mitigation

Talent

if we fail to attract at pace, and /or
retain employees with the critical
skills, capabilities, motivation and
capacity we need 1o deliver on our
stratagy, we will not be successful,

Link to strategic priority

Iﬂjm*a/\?g\

Executive Owher(s):
Chief People Gfficer

Direction of Travel -
-

Ingenuity e-commerce
platform

Fallure to maintain a reliable,
scalabile and secure live services
environrment, will impact our
ability to deliver the consistent and
resilient experience expected by
our customers.

Link to strategic priority

Eﬂ]m++/\7'

Executive Owner(s):
Chief Technology Officer,
Chief Executive Officer - Ingenuity

Direction of Travel -
-

Customer Needs

If we fail to anticipate, understand
and deliver against the capabilities
and experiences our current and
future customers need in a timely
manner, they will find alternative
providers.

Link to strateqic priority

d]:ﬂ‘h/wé’:%.

Executive Owner(s):
Chief Marketing Officer,
Chief Expenence Officer

Direction of Travel -
-

89

As we continue to evolve our
priontics, the capacily, kivwledye
and leadership skills we need will
continue ta change, THG will not
only need to aitract the talent

and experience required to help
navigate this change, We will also
need to provide an environment
where employees can develop

13 theet these new expectations, .
an environment where everyone
can perform at their very best, By
continuing to empower employees
and leaders to make decisions, be
innovative, and be bold in delivering
on our commitments, THG will
continue to create an attractive
warking environment, increasing
employee engagement and aligned
high-perfarming teams,

As a digital company, we continue .
10 focus on scaling our current and

future Ingenurty platform services
environment in an agile and speedy
manner to ensure the delivery -
of a consistent and robust cloud

platform and associated digital

network, THG must provide the

nght infrastructure and operations -
for all our customer products, a

hosting platform, together with

the governance to ensure optirmal -
service availability, performance,

secJrity protection and restoration

(if required) .

As THG continues to grow '
its business and brand,

an understanding of how

to continually attract customers
whilst retaining our existirg
customers is essential This reguires
a deep and continuous flow of
insights supported by processes
and systermns. By understanding the
needs of cur customers, THG will
continue to differentiate itself from
competitors, build compelling value
propositions and offers, leverage
key drivers to identify ooportunities, -
decrease churn and drive more

effective revenue generation,

Reviews of our remuneration requirerents and mechanisms
designed to Incentivise and drive the nght behaviour with a
focus on ensuring fair and equitable pay across the business,

Focused development of key staff, through dedicated learning
and development tocls, to ensure they create the environment
which enables colleagues to thrive and perform at their very
best,

The abowve, monitored via engagement surveys, follow-ups
and our performance management processes.

Ongoing investment in our Ingenuity platform services
to ensure thg THG cstate evolves to support the busmess
as it scales and changes.

Continuous enhancement of our data protection strategy,
framework and methodology, ongeing data mapping and
impact assessment procedures,

Robust change management processes and incident
management protocols adhered to for all products and services,

Service-level objectives including uptime, responsiveness,
and mean time to repair objectives.

Comprehensive disaster recovery and business continuity
plans in place across the Group.,

Other key mitigation factors detailed under "Cyber Security
and Data Privacy” risk,

Utilisation of customer activity and churn data, to understand
their appetite for product offerings.

Continuous Net Promoter Score (NPS}) surveying allows THG
to 1dentity customer challenges rapidly, and respond in a timely
manner to emerging trends.

Developments in e-commerce trends are monitored to keep
abreast of the latest develepments and innovations.

LIsc of technology and data to be more targeted and stratoegic
In how we gain new customers and maximise the loyalty and
lifetime value of existing custornars,

Managed International Customer Service - 24/7 Customer
Service for a global audience across live chat, calls, email
and social.

Highly-competent buyers and merchandisers are adept
at interpreting and acquinng desirable brands.

Customer service levels and complaints are monitored,
and internct sites are reviewed for customer opinion.

Investment in logistics, fulfilment, delivery, marketing, brand
and customer expenence to keep our customer appeal



Principat Risk

Risk context

THG

Management and mitigation

infrastructure and
Supply Chain

If we fail to scale our infrastructure,
systems and wider supply chain
at pace, whilst maintaining service
levels, it wilt impact cur ability to
meet demand, attract customers
and support territorial expansion,

Link to strategic priority

Iﬂ:lm++/\7'

Executive Owner(s):
Chief Operating Officer

Direction of Travel -

V

Innovation

If we fail to identify and leverage
emerging technologios and
invest In modern practices and
supporting tools, methods and
infrastructure in a timely manner,
we will not meet the needs of
our customers or our commercial
goals.

Link to strategic priority

Ij]:lm'.’+/\7’g\

Executive Owner(s):
Chief Operating Officer

Direction of Travel -
-~

Legal and Regulatory
Compliance

Failure to anticipate, understand
and implernent our legal and
regulatory requirements, will

result in us failing ta meet our
obligations, impacting our abilty to
deliver our strategy and losing the
trust of our stakeholders.

Link to strategic priority
[2) ]
[y

Executive Owner(s):
General Counsel

Direction of Travel -

<4

World-class infrastructure and
supply chain from source to
custamer is fundamental to the
exacting service levels that we
seek to provide to businesses and
customers alike. Qur infrastructure
must be rabust, slick and secure
and ensure the THG service
offering 15 second to nore, The risk
I cormpounded by demands for
incremental functionality and the
need to deploy this across a larger
faotprint.

We must be able ta rapidly
deploy new innovations to

our infrastructure, systems

&nd customers by intreducing
technologies, services, or new
ways of warking. Innovation
reguires us to address how woe
drive change and transformation
across our employees, processes
and technology, and how we
diffarentiate and drive excellence
and efficiencies

‘We cantinue to operate in a global
market with nurmerous legal and
regulatory requirements. Remaining
aware of changing regulation and
ensuring compliance is key to
ensuring we protect both THG

and our customers and partners,

Operational Excellence team delivering strategic programmes
1o ensure all aspects of the THG estate achieve operational
excellence, seamlass integration, conform to a unified standard
and evolve to support the business as it scales and changes,

Capex Committee oversees THG's Capital Projects team to
supporl and monitor transformation programmes, including
management of programme risks and dependencies.

THG Risk are involved in these steering groups to ensure

the cross-functional execution of infrastructure projects are
successful and reduce the risk that projects do not detiver their
desired outcomes on time or fail to maximise the expected
benefits,

Comprehensive disaster recovery and business continuity plans
in place across the Group.

Continuous monitoring of supply chain activity and news
through advanced web-scraping functionality,

Continuous monitoring and farecasting of demand and
availability to adjust intake accordingly.

Mulliple delivery methods, routes, ports and carrier strategies ta
minimise the risk of disruptions,

Extensive and up-to-date knowledge of supplier base to ensure
we can scale our supply chain appropriately and at pace.

Strategic investnents, alliances and partnerships
in our fulfilment infrastructure, such as the Autoslore,

A fully vertically integrated business maodel, with full cantrol over
new product development, branding and design capabilities,
which significantly reduces development timelines.

Collaboration with partners to cormplement and enable
accelerated innovation,

Innovation informed through demand insights, consumer data
and feedback from our global retail customer base.

Compliance teams with reporting lines into Chief Risk Officer
and Deputy General Counsel,

Defined Risk Appetite metrics and Key Risk Indicators
which are monitored and updated at each Risk Committee,

Emerging risk processes, including harizon scanning,
1o anticipate potential changes in the legal and regulatory
landscape.

Legal and regulatory comphance reviews are an embedded
part of the annual assurance plans delivered by our 3rd Iine
of defence.

See "Cyber Sceurity and Data Privacy” for related regulatory
comipliance mitigations

g0
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Principal Risk

Risk context

Management and mitigation

N

Product Safety
and Quality

Failure to manufacture and
provide safe, compliant and
quality preducts to our consumers,
may preven! them making
infarmed purchasing decisions,
compromise their safety and

result in us tailing to meet cur
obligations, negatively impacting
our brand and reputation.

Link to strategic priority

oh Il 2,

Executive Owner(s):
Chief Operating Officer

Direction of Travel -

<>

Health and Safety

Failure to implement and
moniter appropriate policies

and procedures and support

a continually improving safety
culture across all parts of the
business could lead to accidents
or incidents resulting in loss

of Iife or serious injury.

Link to strategic priority

(=) ]
[ ]

Executive Owner(s):
Chief Operating Officer

Direction of Travel -

4

Climate Change,
Environmental
and Social
Responsibility

Failure to achieve our sustainability
related aims, objectives and
obligations, will impact our ability
1o defiver our Sustainability
Strategy and result in us failing to
meet our regulatory obligations
and public cormmitments, losing
the trust of our stakehalders,

Link to strategic priority

dh @+ 2

Executive Qwner(s):
Group Commercial Director

Directicn of Travel -
-

Ensuring the ongoing quality and
safely of our product porttolio

is vital for our brands and our
reputation,

The quality and safcty of the
products within our portfolio are
at risk of bacoming compromised
at any stage in the supply chain if
we iall to adequately monitor the
associated processes.

Health and safety is of paramount
impertance and THG must
provide a safe environment

for all stakeholders,

Failure to implement and monitor
stringent health and safety
pracedures and policies across all
parts of the bustness could lead to
accidents or site-related incidents
resulting in loss of life or serious

Iinjury to employces, subcontractors,

visitars, customers or members
of the public.

Qur global footprint and evelving
infrastructure further compound
this risk.

We are committed to investing in
our people, partners, technology

and communities to give individuals,

businesses, and our planet the
opportunity to thrive, Qur visicn is
to act as a force for good in leaving
the world a better place than we
found 1t.

If we do naot act on ¢climate change,
associated governmental actions
and energy transition could disrupt
our operations and increase our
costs.

Product safety and quality is embedded in our processes
and controls, from product design to customer.

Rigorous testing and regularly monitoring performance
indicators that drive improvement activities.

External certification and auditing of key supplers.

Regular monitoring and quality controls over matenal reraived
to ensure that THG product safety and quality standards
are met.

Activation of incident management teams in the event of an
incident relating to the safety of our consumers or the quality
of our products

Cwversight from our extensive tearm of product quality, regulatory
compliance and technical experts across each of the markets in
which we operate.

Clear, effective and regular communications of all relevant
safely updates.

Regular and documented training.

Ongoing updates to our risk assessments and safe systems
of work by trained and competent staff to raise awareness and
knaowledge.

Experienced and competent health and safety professionals
to guide, challenge and support.

Ongoing monitoring of culture and regular reviews of
compliance against relevant safety regulations, policies
and procedures.

Oversight by the Board and regular review of safety reparts
and safety performance,

Sustainability is integral to the group ethos with a team, headed
at an Executive level, to focus on creating more sustainable
praducts and supply-chain aperations and reduce environmental
impact.

Multiple workstreams designed to respond to specific risks
and ogpaortunities as part of our Sustainability Strategy

Sustainability data and reporting platform which allow us to
comply with regulations and measure performance against
targets.

Governance structures, such as the internal TCFD {Task Force
on Climate-Related Financial Disclosures) Steering Comrittee
and working group, ensure there 1s adequate and regular
oversight, with additional independent oversight via

the Sustainability Committee.

A series of sustainability training modules are being rolled
out to all employees. In addition, all new starters undertake
sustainability inductions as part of their onboarding.

Oversight from our team of sustainability experts.

External third-party assurance of our operational energy
and emissions data.



Principal Risk

Risk context

THG

Management and mitigation

Geopolitical and
Economic Uncertainty
Fatlure to anticipate, understand
and successtully respond to changes
in geopalitical and economic

uncerlainly on a timely basis, may
irpact our ability to mect our strategy,

Link to strategic priority

ilz] ! | PV

Executive Owner(s}):
Chief Financiad Officer

Direction of Travel -

4

Culture

If we do not fully empawer our
employees and enable accountability
in line with our shared values ang
behaviours, we will be challenged

to create a culivre that meets THG's
business ambitions.

Link to strategic priority

Iﬂ]“**—/\?‘g\

Executive Owner(s):
Chief People Officer

Direction of Travel -
-~

Liquidity and Funding

Failure to adeguately manage our
cash, debt and overall liquidity and
funding requirements over the

short, medium and long-term, could
negatively Impact our ability to defer
our strategy.

Link to strategic priority

d]]m+¢/\7'g\

Executive Owner(s):
Chief Financial Officer

Direction of Travel -

4>

Adverse changes to economic
conditions could affect one or more
countries and result in reduced
customer spending, higher interest
rates, adverse inflation in our cost
base, adverse FX movements and
limited debt refinancing options.

All the above could negatively
impact our gperating rashilows.

The development of a shared
behavioural compelency that
encourages employeeas 1o ahlwvays
do the right thing, put customers
at the heart of the business and
drive innavation, 1s critical in THG's
success, Devolution of decision
rnaking, and the acceptance of
accountability for decisions, is
fundamental to our continued
development and to sustain

our shared Values and Behaviours,

THG slso supports a culture of
empowered leaders that develops
ideas and solutions, and provides
employees with a safe environment
allowing for honest disclosures and
discussions. Such a trusting and
empowering environment can help
sustain Innovation, enhance customer
success and drive the engagement
that results in increased market share,

Our ability to generate and manage
our cash, contrel expenditure and
other expenses underpins our ability
to repay debt and fund working
capttal investment,

Diverse product portioho and geographic reach which mitigates
our exposure to any localised risks and uncertainties.

Adaptable portfolio of existing products and an ability to develop
new products that suit consumers' and customers’ changing
needs when economic condrtions change.

An ability to respond to the inflationary pressures on both inputs
and product pricing.

Currency and Interest rate hedging arrangemnents in fine with
the Group's Treasury Policy.

Regular reforecasting of business results and cash flows,
and rebalancing of investment priorities where necessary,

Financial resilience and liquidity with significant cash on hand
at year-end and our undrawn revolving credit facllities.

Integration of Values and Behaviours into all our core colleague
priorities including objectives, performance management,
appraisals, talent attraction, selection and development,
leadership development and onboarding,

Establishiment of a Diversity & Inclusion (D&} Committee,
a platform to further improve the employee journey and
warkplace culture to ensure we are a truly Inclusive workplace,

Training including anti-tribery and corruption training which
continues to be delivered across odr busingss units based an
assessed risk,

Whistleblowing and incident reporting mecharsms in place to
allow issucs to be formally reported, investigated and monitored.

Employee engagement surveys & follow ups,

KPis and People Dashboards at a divisional level, meluding D&
metrics and attrition analysis.

Treasury operations are managed and monitored in line
with a Board-approved Treasury Policy.

Maintenance of cash reserves and equivalents, together
with access to undrawn, revolving credit facilities,

Close monitoring and stress testing of projected cash, debt
capacity and overall liquidity, including sensitivity analysis,
to assess the impact of the changing econormic environment.

Through cur Profit improvernent and Capex Committees, there is
ongoing scrutiny and challenge of discretionary expenditure and
capital spend.

Broader working capital management to continually improve
cash flow and reduce reliance on bank facilites.

Frequent engagement and dialogue with the market and
rating agencies.
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Principal Risk

Risk context

Management and mitigation

Strategic optionality

Failure to make the optimal
strategic decisions ang transform
our portfolie of businesses
accordingly, may limit our abifity to
maximise returns and value for our
shareholders.

As part of the continued matuning
of our business and to support

our angoing growth and strategic
airns, we must continue to utilise
our corporate structure 1n a way
which maximises returns and value
creation for our shareholders. We

must also ensure that our corporate
structure continues to evolve to
support the strategic decisions we
may choose to make in future.

1 ink to strategir prinrity

dl A~ 2

Executive Owner(s):
Group Commercial Director

Direction of Travel -

4>

Opportunities 1o optimise and streamline our portfalio
are continuously monitored.

Opportunities 1o generate and realise value from
our gssets are assessed on an ongoing basis.

Acquisition and disposal actwvity is driven by a portfolio
strategy with @ clear, defined evaluation process.

Resources are prioritised towards the areas of our portfolio
and markets that have the greatest potential

Assessment of the
going concern assumption

The averall financial performance of the business has remained
robust with a strong liquidity position maintainad throughout
the year. In addition, as at the balance sheet date, the Group
had a total of £170 million in an undrawn Revolving credit
facility ("RCF") due to mature in December 2024, along with
£473 million readily available cash held on the balance sheet,
Net debt at this date was £516 million (31 December 2021: net
cash £305 million), with net debt of £181 million (31 December
2021: net cash £44 million) before the inclusion of IFRS 16 lease
liabilities that mature over a period of up to 25 years.

The Group holds a €600 million seven-year loan facility
agreement due to mature in December 2026 and during the
year an incremental £156 million banking facility was provided
by the Group's existing fenders ranking pari passu with the
existing facility. This new facility expires in October 2025, While
there are ne financial covenants attached to the €600 million or
£156 million loan facilities, the covenants attached to the RCF
are linked to gross debt leverage, and become effective when
the facility is drawn upon. This covenant requires the Group to
maintain the ratio of gross debt over adjusted EBITDA to below
760, which is reviewed regularly, althcugh as noted the facility
is not drawn down. This facility is not forecast to be drawn in
the future period.

The going concern assessment period is the twelve months
from the date of this report to 30 April 2024,

In order to satisfy the going concern assumption, the Directors
of the Group review its Budget periodically, which is revisited
and revised as appropriate in response to evolving market
conditions. The Directars have considered the Budget and
forecast prepared through to 30 April 2024,

Refer to the Viability statement for further information

on the stress test scenarios that have been applied
to the Graup's forecast,
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Going concern statement

As a result of the analysis performed, including potential severe
but plausibie scenarios, the Board believes that the Group is
able to adequately manage its financing and principal risks
and that the Group will be able to operate within the leve| of

its facilities and meet the required covenants for the going
concern assessment period. Based on the above activity, the
Directors are satisfied that it is appropriate to prepare the
financial statements of the Group on a going concern basis.

Viability statement

The Directors have voluntarily adopted the UK Corporate
Governance Code, in which the Directors are required to
issue a Viability Statement declaring whether they believe
the Group is able to continue to operate and meet its
liabilities for the three year pericd to December 2025, taking
into account its current position and principal risks. The
Directors assessed the prospects of the Group by reference
to its current financial position, its recent and historical
financial performance, its forecasts for future performance,
its business model (pages 13-20), strategy {(pages 11-12)

and its principal risks and mitigating factors (pages 87-93).
In addition, the Board regularly reviews the financial
position of the Group, its iquidity and financial forecasts,



Viability assessment period

In considering the viability of the Group, the Directors

felt that an appropriate period of time was the three-year
pericd between 31 December 2022 to December 2025 over
which to assess the Group's prospects, This is consistent
with Group's business maodel and strategic planning period
approved by the Board. A roll forward from the three year
assessment period is performed for the purposes

of impairment,

The Group has applied financial medelling to the
assessment of going concern and viability to assess
the base case and apply stress testing.

The base case

The Group's strategic planning cycle includes an annual
Budget procass, which is reviewed by the Board, This
planning process involves modelling under a series of
assumptions. Severe but plausible downside scenarios were
also modelled setting cut impacts of a combination of the
principal risks, as well as a reverse stress test to identify what
would be required to either breach covenants or run out of
liquidity. This process is led by the Group CFO, Commercial
Director and Deputy Group CFO along with the Board and
Chair and CEO providing further direction to align strategic
initiatives. Following the completion of the separation of the
business units in the year, more detailed granular information
has also been available which has supported decision
making on strategic initiatives. Forecasts have been prepared
on a divisional level, The Directors of the Group review

its Budget periodically, which is revisited and revised as
appropriate in response to avolving market conditions,

In considering the Group’s financial position the Directors
have considered:

Expected future growth of trading businesses;

The committed and expected pipeline
of its Ingenuity business;

Margins expected to be achieved in the future; and
Wider market and industry specific factors.

The Directors have also considered the liquidity of the
Group as well as available facilities and note that as at

the balance sheet date, the Group had & total of £170m in
undrawn facilities, along with £473m readily available cash
held cn the balance sheet. Net debt at this date was £516m
{note 18) and net debt of £181m befare the inclusion of IFRS
16 lease liabilities.

In December 2019, the Group entered into a £€600m seven
year loan facility agreement due to mature in December 2026
and a £170m Revalving Credit Facility ("RCF") due to mature in
December 2024, During the year an incremental £156 million
banking facility wag provided by the Groups exisling lenders

THG

ranking pari passu with the existing facility. This new facility
expires in October 2025, There are no key covenants attached
to the £600m or £156m loan facilities which are drawn down,
but the covenants attached to the RCF are lirked to gross
debt leverage and become effective when the facility

is drawn upon. This facility is not currently drawn down,

and not forecast to be drawn in the future period.

Stress tests

Seversl stress test scenarios have been applied
to the Group's forecast, including but not limited to:

Nutrition gross profit margin remains at historic
lows seen in FY22 for a further prolonged period;

Beauty revenue declines by 10%,

Below budgeted contract wins in Ingenuity
Commerce of 25%, and

' A decline in the cash flow conversion rate of 10%.

Any mitigating actions available to protect working capital
and strengthen the Group balance sheet, including
deferring non-essential capex and increased cost control,
such as reducing stock levels, new customer marketing
investment and investment in the platform, A severe but
plausible downside medelled the impact of all five scenarics
above occurring simultaneously,

Further, the Directors have assessed two key metrics to
ensure that the Group has the ability to continue to trade,
alongside complying with its current banking facilities,

' Cash headroom: The Group's forecast shows material
cash headroom, that management are confident give
the Group the ability to continue to trade and capitalise
on market ocpportunities as they develop; and

Leverage (defined as gross debt / adjusted EBITDA),
If the Group was to draw upon its currently undrawn
RCF, it would be required to maintain a leverage ratio
of less than 760 times. The forecasts reviewed suggest
that while the facility is not required, if it were there
would be enough headroom te satisfy this covenant,

The Director's note that while the wider global economy

is suffering as a result of high inflation and various globat
recessions, the Group has a number of mitigating actions
available to it to provide suitable cash headroom in the
event of a declining sales and depressed margin scenario
as noted above, including but not limited to deferring
non-essential capex, along with certain cost control actions.
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Reverse stress test

A reverse stress test was modelled to identify the point

at which liquidity is exhausted. The model would have to
see a significant decline in revenue and margins compared
with the stress test set out above. Such a scenario, and the
seguence of events which could lead to it, is considered

to be extrermely remote. Whilst the occurrence of one

ar more of the principal risks has the potential to affect
fuluie performance, nonc of them ara considered likely
either individually or collectively to give rise to a trading
detericration of the magnitude indicated by the reverse
stress testing and to threaten the viahility of the Group
over the three-year assessment period.

Fartar

Assessment of viability

In making the Viability Statement, the Board,
supported by the Audit and Risk Committees,
carried out a robust assessment of the Group's
viability, principal risks and uncertainties facing
THG for the next three years, as described on
pages 87-93, which could impact the

business model taking into account:

Link to principal risks

Stress test scenarios involving a depression in margin,

a below revenue performance within Ingenuity Commerce
and Beauty, along with a decline in cash conversion has
been run together to show an unlikely but plausible worst
case scenario including an assessment of the Group's
longer-term prospects. We anticipate that these scenarios
would include any further uncertainties that may come from
the impact of lhe current macroeconomic climate {including
the impact of the Russian invasion of Ukraine) with high
inflation and various global recessions.

The worst case scenario outlined above did not include any
mitigating actions available. There are a number of actions
that management would take 1o protect working capital
and strengthen the balance sheet if any of the scenarios
outlined above were encountered. These include deferring
non-essential capex and increased cost control.
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Note associated potential impacts were considered
within the following principal risks review: Cyber
Security & Data Privacy; Third Party Reliance;
Talent; Infrastructure and Supply Chain; Ingenuity
E-Commerce Platform; Customer Needs; Inncvation;
Legal and Regulatory Compliance; Liguidity and
Funding, Geopolitical and Economic Uncertainty,
Strategic Optionality, Culture; and Climate Change,
Environmental and Social Responsibility.

Based upan the assessment of the sensitivity built into
the scenarios tested, the Directors confirm that they have
a reasonable expectation that the Group will be able to
continue in operation to meet its liabilities as they fall
due over the three-year assessment period.
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Directors' Report

Directors’ Report disclosures

The Directors present their report, together with

the audited consolidated financial statements of the
Company, for the financial vear ended 31 December
2027 In accordunce wilh section 414C{(11) of the
Companies Act, the Company has chosen to provide
disclosuras and information in refation to a number
of matters which are covered elsewhere in this
Annual Report. These matters, together with those

Information

required under The Large and Medium-sized Companies
and Groups (Accounts and Reparts) {Amendment)
Regulations 2013, are cross-referenced in the table
below and together form part of this Directors’ Report.

The Governance Report, contained on pages 105-122,
is incorporated by reference into this Directors’ Report.

Section in the Annual Report

Page(s)

Risk management {including principal and emerging risks)
Going concern statement
Post balance sheet svents

Future developments of the Company

Greenhouse gas emissions

Directors’ biographies

Corporate governance arrangements
Directors’ conflicts of interest

Related Party Transactions

Statement of engagement with employeas

Statement of engagament with suppliers, customers and
others in a business relationship with the Company

Articles of Association

In accordance with the Cempanies Act, the Articles of
Association may only be amended by special resofution
at a general meeting of Shareholders, The Articles of
Asscciation are available on the Company's website at:
https:/ /wwwithg.com/investor-relations/
key-governance-documents,

Strategic Report

Strategic Report

Directors’ Report

Strategic Report

Strategic Report

Governance Report

Governance Report

Governance Report

Financial Statements

Strategic Report

Strategic Report

Annual General Meeting

Fages 83-95

Page 93

Page 104

Throughout the
Strategic Report
Pages 3-104

Pages 59-64

Pages 108-110

Pages 105-122

Page 120

Pages 213-215

Pages 47-54

Pages 47-54

The AGM will be held at The Bowdon Rooms,
The Firs, Bowdon, Altrincham WA14 2TQ on 21
June 2023 at 1:00 p.m.. The Notice of Meeting,
together with explanatory notes, will be sent
to Sharehalders on or around the time of this

Annual Report.



Directors

Biographies of those Directors who served during the 2022
reporting period and who were in office at 31 December
2022, and remain in office as at the date of this Directors’
Repart, are contained in the Governance Report on

pages 108-110. All of these Directors held office throughout
2022 with the exception of Charles Allen, who was
appointed on 22 March 2022, and Gillian Kent and Dean
Moore, who were both appointed on 15 September 2022,
Further, on 24 January 2023 NED Damian Sanders was
appointed to the role of CFO and John Gallemore, the
incumbent CFO, was appointed to the role of COO.

All Directors will offer themselves for election or re-election
{as appropriate) by Shareholders at the AGM.

Directors’ interests

Details of Directors' benefictal and non-beneficial
interests in the Shares are detailed in the Directors’
Remuneration Report on page 151. No share awards
were granted to Executive Directors under the
Company's share schemes during the 2022
reporting period.

Qualifyving third party indemnification
and insurance

Pursuant to the Articles of Association and their

service contracts/letters of appointment (as appropriate),
Directors benefited fraom qualifying third party indemnity
provisions for the purposes of section 236 of the
Companies Act throughout the 2022 reporting pericd

and up to the date of this Directors' Report. The Company
also maintained Directors' and Officers' Liability
Insurance throughout the 2022 reporting period.

Appointment and replacement of Directors

The rules for appointing and replacing Directors are set out
in the Articles of Association, Directors can be appointed
by the Board or by ordinary resclution of the Company.

A Director can be remaoved from office by the Company
passing an ordinary resclution or by notice being given

by all other Directors.

Fowers of the Directors

The Directors may exercise all the powers of the
Company subject to the provisions of the relevant
legislation, the Articles of Association and any directions
given by the Company in a general meeting.

THG

Share capital

Subject to the Companies Act and the Articles of
Association, but without prejudice to the rights attached
to any existing Share, any Share may be issued with,

or have attached to it, such rights or restrictions as the
Company may decide by ordinary resolution cr, if no
such resolution is in effect, as the Board may decide sc
far as the resolution does not make specific provision.
No such resolution is currently in effect. No Share will,
without the prior written censent of the holder of the
Special Share, have attached to it {either at the time

of its creation or at any subsequent time) any rights in
respect of voting which are not identical in all respects
with those attached to the Crdinary Shares, D1 Shares,
D2 Shares, E Shares, F Shares, G Shares and H Shares.

Purchase of owwn Ordinary Shares

At the 2022 AGM the Company was granted autherity by its
Shareholders to purchase up to 10% of its ardinary issued
share capital, in accordance with the Articles of Association.
No Shares were bought back under this authority during
the 2022 reporting period or in the period from 1 January
2023 to the date of this Directors' Report. This buyback
authority will expire at the conclusion of the AGM, when
the Directors intend to propose the authority be renewed.

Allotment of Shares

Under the Companies Act, the Directors may only allot Shares
if authorised to do so by Shareholders in a general meeting.

The Directors were granted autharity by Sharehclders

to allot securities in the Company up to an aggregate
nominal amount of £2,291,231.67 and to allot securities,
without the application of pre-emption rights, up to

a nominal amount of £343,684.75 and a further £343,684.75
in connection with an acquisition or other capital
investment of a kind contermplated by the Statement

of Principles on Disapplying Pre-Emption Rights.

These authorities apply until the cenclusion of the AGM
when the Company will seek Shareholder approval to
renew them, with detailed explanatory notes included
within the Notice of Meeting,
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Share stroctire

The Company has a Standard Listing on the London Stack Exchange and is the holding company of the Group.
The Company has ten share classes, as set out in the table below, and as at 31 Daecember 2022 the Shares in issue

were as follows:

Share class

Percentage of Company's fully

Number of Shares diluted issued share capital

Allotted, called up and fully paid Ordinary Shares 1265377243 ARG
Allotted, issued and partly paid D1 Shares 56,082,651 3.90
Allotted, called up and fully paid D2 Shares 17741 n/a
Allotted, issued and partly paid E Shares 48995797 34
Allotted, issued and partly paid F Shares 27122287 189
Allotted, issued and partly paid G Shares 17,494,614 122
Allotted, issued and partly paid H Shares 0 n/a
Allotted, called up and fully pasd Special Share 1 n/a
Allotted, issued and fully paid Deferred 1 Shares 313,257 0.02
Allotted, 1ssued and partly paid Deforred 2 Shares 21,563,860 150
Tetal 1,436,967451 100

Rights and obligations attaching to Shares

The rights attaching to the Shares, as detailed within
the Articles of Association, are set out below.

() Ordinary Shares

The Ordinary Shares rank pari passu in all respects and
carry the right to receive all dividends and distributions
declared, made or paid on, or in respect of, the Ordinary
Shares.

Subject to the rights of the Special Share and subject to
disenfranchisement in the event of non-payment of any call
or other amount due and payable in respect of any Share
or non-compliance with any statutory nctice reguiring
disclosure of the beneficial ownership of any Share, on a
show of hands every Shareholder present in person or by
proxy has one vote and on a poll every Shareholder present
in person or by proxy has one vote far every Ordinary Share
that they hold.

Electronic and paper proxy appointments and voting
instructions must be received no later than 48 hours
{excluding any part of a day that is not 3 working day)
before a general meeting.
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Except as set cut above and as permitted under applicable
statutes, there are no limitations on the voting rights of
holders of a given percentage, number of votes or deadlines
for exercising voting rights,

(B)  Special Share

The Special Share is (save as noted below) a non-voting
share that carries no economic rights.

Immediately on a Change of Control (as defined in the
Articles of Association) of the Company, the Special Share
will automatically carry such number of votes on any
resolution put to Shareholders as is necessary to ensure the
effective passing or defeat of that resolution.

The rights attributable to the Special Share will cease on
the earlier of: (i) 16 September 2023 (being the date falling
three years after the date of Admission); (i} the transfer (in
whatever manner) of the Special Share to any person other
than pursuant to article 64.7 of the Articles of Association
{as explained below); and (iii) if a person who has become
the holder of the Special Share in the event of the holder's
death ceases to qualify as a Permitted Transferee (as
defined in the Articles of Association). In the case of (i), (i)
and (iii), the Company may purchase or cancel the Special
Share at any time or otherwise deal with the Special Share
as permitted by the Companies Act.



Pursuant to article 69.7 of the Articles of Association,

the Special Share will retain its rights on a transfer by
transmission upon the death of its holder to a Permitted
Transferse, being any person that is not: (i) an emplayee
of the Company or Director or any subsidiary undertaking
of the Company; or (i} a person acting in concert with
any persan listed in {i) at the time of transfer of the Special
Share. Similarly, in the event that the transmittee is not the
hclder's intended beneficiary, a transmittee who produces
avidence of entitlement to the Special Share to the Board
may choose to have the Special Share transferred to
anather person who is the intended beneficiary of the
hclder's estate, so long as that person is also & Permitted
Transferee.

The holder of the Special Share is Matthew Moulding,
the Chief Executive Officer.

As at 31 December 2022 Matthew Moulding was also
interested in 198,744,095 Crdinary Shares, representing
15.71% of the total issued Ordinary Shares; 50,650,450 D1
Shares, representing 9014% of the total issued D1 Shares;
360 D2 Shares, representing 2.03% of the total issued D2
shares; 43,641,266 E Shares, representing 89.07% of the
total issued E Shares; 20197808 F Shares, representing
74.47% of the total issued F Shares; 7733792 G Shares,
representing 44.21% of the total issued G Shares; and
18,346,774 Deferred 2 Shares, representing 85.08%

of the total issued Deferred 2 Shares,

() 1 Shares, 132 Shares and K Shares

The D1 Shares, D2 Shares and E Shares are non-voting
ordinary shares and do not carry the right to participate
in dividends of the Company,.

The heolders of 01 Shares, D2 Shares and E Shares may
convert their D1 Shares, B2 Shares and E Shares into
Ordinary Shares (on the basis of, as applicable, one
Ordinary Share per D1 Share or E Share or 185 Ordinary
Shares per D2 Share).

) F Shares, G Shares and H Shares

The F Shares, G Shares and H Shares are non-voting
ardinary shares and do not carry the right to participate
in dividends of the Company.

The holders of F Shares, G Shares and H Shares may
exercise put options ta convert their F Shares, G Shares
and H Shares into Ordinary Shares {(on the basis of,

as applicable, one Ordinary Share per F Share, G Share
or H Share), The put options may be exercised for

a period of 10 years from the end of the performance
period (which ended on 31 December 2022).

THG

@) Deperved 1 .Shares aned Deperred 2 Shaves

The Deferred 1 Shares and Deferred 2 Shares are non-
vating ordinary shares and do not carry the right to
participate in dividends of the Company.

The Deferred 1 Shares and Deferred 2 Shares may be
purchased by the Company, provided it is lawful for the
Company to purchase them, for an aggregate sum of £1.00,

Restrictions on transter or boldines
of securitics in the Company

With the exception of the following, there are no restrictions
on the transfer of, or limitations on holding, securities
in the Company:

The Company may, pursuant to the Articles of
Association and the Companies Act, send out
statutory notices to those it knows, or has reasonable
cause to believe, have an interest in its Shares, asking
for details of those who have an interest in a particular
holding of Shares and the extent of their interest.
When a person receives a statutory notice and fails

to provide any infoarmation required by the notice in
the time specified within it, the Company can apply

to a court for an order directing, amongst other things,
that any transfer of the Shares which are the subject
of the statutory notice is void.

The Directors may, without giving any reason,
refuse to register the transfer of any ceriificated
Ordinary Shares which are not fully paid.

Transfers of uncertificated Crdinary Shares must
be carried out using CREST, the central securities
depository for markets in the UK and for Irish
stocks, and the operator of the relevant system

or the Directors can refuse to register a transfer

of an uncertificated Ordinary Share, in accordance
with the regulations governing the operation of
CREST.

The Special Share is subject to transfer restrictions
as set out at paragraph (b) above.
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Dividends

Subject to the Companies Act and the Articles of
Association, the Company may, by ordinary resolution,
declare dividends and the Directors may decide to pay
interim dividends. A dividend must not be declared unless
the Directors have made a recommendation as to its
amount, Such a dividend must not exceed the amount
recommended by the Directors and ne dividend may be
declared v paid unless il is in accardance with mombers'
respective rights.

No dividends were declared, nor will be distributed,
for the financial year ended 31 December 2022 (2021: £nil),

Substantial shareholdings

Return of capital

A liquidator may, on obtaining any sanction required by law,
divide amongst the mernbers in kind the whole or any part of
the assets of the Company and may, for that purpese, value
any assets and determine how the division is carrted cut as
between the members or differant classes of members.

Shares held on trust

The Company has established an employee benefit trust
("EBT") to hold Ordinary Shares t¢ satisfy awards made under
the Employee Incentive Plan. At the date of this Directors’
Report the EBT currently holds 77762,418 Ordinary Shares.

Disclosable interests of 3% or more in Ordinary Shares as at 31 December 2022 and 31 March 2023 ware as follows:

Percentage of Ordinary Percentage of Ordinary

Shareholder Shares as at 31 December Shares as at 31 March
2022 2023

Matthew Moulding 15.71 15,30

Sofina Capital S.A. 913 8539

Balderton Capital (UK} LLP 766 748

Qatar Investment Autherity 752 732

THG PLC EBT 347 5.80

All notifications made to the Company under the DTRs are released to the market via a Regulatory Infarmation Service
and made available on the Company’s website at: https://wwwithg.com/investor-relations/regulatory-news/.

Change of control

Other than the terms of the agreement between
Matthew Moulding and the Company, as detailed
under the Significant contractual arrangements
disclosure which follows, there are no agreements
between THG and its Directors or employees providing
for compensation for loss of office or employment
{whether through resignation, purported redundancy
or ctherwise) by reason of a takeover bid.

Details concerning the impact on annual bonus in the event
of a change of control are set out in the Remuneration
Policy. Generally, any annual bonus awards and unvested
LTIP awards would be pro-rated for time and performance
in the event cf a change of control whereas any deferred
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elements of bonus would not be. While the Remuneration
Committee has the discretion not to pro-rate for time,

its normal policy is to do so. The Remuneration
Committee's discretion not to pro-rate would only

be used if there was an acknowledged business case
which would be fully explained to Shareholders.

The Company has entered into various agreements
with third parties, as well as contracts with third-
party service providers, which provide such

parties with a right to terminate their agreement

in the event of a change of control.



Significant contractual
arrangements

The Company is party to a relationship agreement

with Matthew Moulding which regulates the ongoing
relationship between the two parties (the "Relationship
Agreement”). The principal purpose of the Relationship
Agreement is to ensure that the Company is capable

of carrying on its business independently of Matthew
Moulding and that all transactions and arrangements
between the Company and Matthew Moulding are
conducted on normal commercial terms, The provisions

of the Relationship Agreement imposing certain obligations
on Matthew Moulding will remain in full force and effect,

in respect of Matthew Moulding, for so long as: {i) the

rights of the Special Share remain in force; and/or (if) either
Matthow Moulding beneficially owns, together with any

of his associates, at least (a) 5% of the fully diluted share
capital of the Company or {b) 10% of the Ordinary Shares,

THG Intermediate Opco Limited and THG Cperations
Holdings Limited are parties to: (i} a senior facilities
agreement (Term Loan B, December 2019); and (ii)

a £156m facilities agreement (October 2022), both

of which are subject to mandatory prepayment
provisions on a change of control or the sale of all,

or substantially all, of the assets of THG Cperations
Haldings Limited and its restricted subsidiaries.

Other than as disclosed above, there are

no significant agreements to which the Company
is @ party that take effect, alter ar terminate upen
a change of control following a takeover bid.

The Company does nat have any agreement with any
Director or employee that would provide compensation
for ioss of office or employment resulting from a
change of control on a takeover, except that the terms
of the Company’s share schemes and plans may
pravide for the vesting of employee options and/

or awards in the circumstances of a takeover,

Donations

During the 2022 reporting period the Group made several
charitable donations totalling £0.4m (2021: £1.3m). THG did
not make any political donations during 2022 (2021 £nil).

THG

Overseas branches

Whilst the Group does not aperate any overseas branches,
subsidiaries have been established in lhe lollowing
countries: Australia, China, France, Germany, Guernsey,
India, lapan, Jersey, the Netherlands, Poland, Portugal, the
Republic of Ireland, Singapore, Spain, Sweden, Ukraine,

the United Arab Emirates and the United States of America.

As a Group we continue to assess the ongoing situation in
Ukraine and Russia, with our key focus being to safeguard
our employees, Arrangements were put in place to
support the immediate relocation of employees where
required, together with the development of longer-term
resettlement proposals and the provision of appropriate
financial support. Welfare calls were extended to all
Group employees who have ties to the affected regions
and additional targeted monitoring groups have been
astablished to actively review intelligence on an ongoing
basis to ensure the Group continues to adapt accordingly.

From an operational perspective, all THG own-brand
deliveries have been temporarily suspended across
Russia and Ukraine and the Group continues to work
with its courier partners as the situation develops.
Necessary actions have also been implemented
internally to ensure continued compliance with ail
applicable sanctions and refated notices and guidance.

Research and development

THG and its third-party commerce clients are all
powered by THG Ingenuity, the Group's proprietary
technology platform, In addition to providing end-te-end
e-commerce functionality, THG Ingenuity provides the
Group with several important competitive advantages.
Specifically, the commercial teams review real-time
transactional and customer insight data which informs
trading decisions that are then executed within short
time frames. In order to remain competitive and to
promaote innovation, investment into THG Ingenuity from
a Peaple and capex perspective is a key Group priority.
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Directors’ Statement
of Responsibility

The Directors are responsible for preparing the Annual
Repart and the financial statements in accordance with
applicable UK law and regulations,

Company faw reguires the Directors to prepare financial
statements far each financial year. Under that law the
Dircclors Have elected to prepare the Group financial
staternents in accordance with UK-adopted IFRS and the
parent company financial statements in accordance with

UK Generally Accepted Accounting Practice (UK Accounting
Standards and applicable law), including Financiai Reporting
Standard 101 Reduced Disclosure Framework {("FRS 101"},
Under company law the Directors must not approve the
financial statements unless they ara satisfied that they

give a true and fair view of the state of aifairs of the Group
and the Company and of the profit or loss of the Group

and the Company for that petiod.

In preparing these financial statements, the Directors
are required to!

. select suitable accounting policies in accordance with
IAS 8 Accounting Policies, Changes in Accounting
Estimates and Errors and then apply them consistently;

. make judgements and accounting estimates that are
reasonable and prudent;

. prasent information, including acccunting policies,
in @ manner that provides relevant, reliable, comparable
and understandable information;

- provide additional disclosures when complianca with
the specific requirements in IFRS (and in respect of
the parent company financial statements FRS101) is
insufficient to enable users to understand the impast
of particular transactions, other events and conditions
on the financial position and financial performance
of the Group and Company,

. in respect of the Group financial statements, state
whether UK-adopted IFRS have been followed, subject
to any material departures disclosed and explained in
the financial statements:

. in respect of the parent company financial statements,
state whether applicable UK Accounting Standards,
including FRS 107, have been followed. subject to any
material departures disclosed and explained in the
financial statements; ang

prepare the financial statements on the geing congern

basis unless it is inappropriate to presume that the
Company and for the Group will continue in business,
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The Directors are responsible for keeping adequate
accounting records that are sufficient to show and explain
the Company's and the Group's fransactions and disclose
with reasonable accuracy at any time the financial position
of the Company and the Group and enable them to ensure
that the Company and the Group financial statements
comply with the Companies Act.

The Directors are also respnnzible for safeyuarding the
assets of the Group and parent company and thus for
taking reasonable steps for the prevention and detection
of fraud and other irregularities.

in accordance with DTR 41128, each Director whose name
and position appears on pages 108-110 of the Governance
Report confirms that, tc the best of their knowledge:

+  the consolidated financial statements, prepared in
accardance with UK-adopted IFRS, give & true and
fair view of the assets, liabilities, financial position
and profit of the parent company and undertakings
included in the consclidation taken as a wholg;

- the Annual Report, including the Strategic Report,
inctudes a fair review of the developrnent and
performance of the business and the position
of the Company and undertakings included
in the consolidation taken as a whole, together
with a description of the principal risks and
uncertainties that they face; and

«  they consider the Annual Report, taken as a whole,
o be fair, balanced and understandable, providing the
informatian necessary for Shareholders to assess the
Company's position, performance, business model
and strategy.

Outlook and market demand

The Board anticipates FY 2023 Group revenue growth
across continuing divisions of low 1o mid-singte digit.
Adjusted ERITDA is expected to be in line with the
comparny consensus, with a significant weighting to
the second half of the year.

The profitability and cashflow improvements during the
first quarter support the expectation for significant margin
recovery through the year. The decision to discontinue
non-core categories, coupled with ongoing deflation in
whey cammadity prices and business model efficiencies
driving improved operating leverage, underpins the margin
confidence for FY 2023,

These factars provide aperational leverage for the Group
to rehuild towards historical adjusted EBITDA margins
of around 9.0% over the medium-term. This is supported



by the expected return to historical margins within THG
Beauty and THG Nutrition. THG Ingenuity adjusted EBITDA
margin will scale over time as the revenue mix evolves and
all service lines are sold either individually or as a complete
sululion, with management targeting an aspirational 5-year
margin of c.7.5%.

Qur focus over the last few years has been on investment
as we scaled our infrastructure to meet the step change
in demand during the pandemic, Whilst we continue to
selectively scale the business, it is clear that we can begin
to enjoy the benefits of past investment from a cash and
profitability perspective. Capital expenditure for the Group
is therefore expected to be up to £135m in FY 2023 (FY
2022 £176m), and in the range of £130m to £140m in FY
2024, remaining between 5.5% to 6.5% of revenue over
the medium-term,

Margin accretion, reduced capital expenditure and cash
adjusting items {c.£15m in FY 2023, a 65% reduction on FY
2022) and working capital rationalisation all support a clear
path tc being free cash flow neutral in FY 2023, turning
positive in FY 2024,

Post balance sheet events

At the year end, certain loss-making categories and
territories primarily within THG OnDemand were placed
under strategic review. Post year end, and following
completion of the strategic review (further details on which
are included in the “Section 172 Statement Stakeholder
Engagernent” section), the Board approved the exit from
THG OnDemand. In Q4, the Board approved the exit of
ProBikekit. These operations will be fully exited throughout
the course of 2023, The optimal exit route remains under
review. The result of this decision has led to an inventory
provision totalling £25.5m, other costs of £6.9m and
impairment of £3.8m which have been recognised within
cost of sales and administrative expenses respectively and
included within Adjusted Hems (note 4), This has been
concluded as an adjusting post balance sheet event.

On 28 February 2023, the sale completed in respect of one of
the non-care freehald assets recarded within the assets held
for sale category (note 12.2). The sale generated cash proceeds
of £5m which reflected the carrying value of the asset.

No other post balance sheet events have cccurred,

THG

Audit and External Auditor

At the date of approval of this Directors’ Report each
Director contirms that.

to the best of their knowledge, there is no relevant
audit information that has not been brought to the
attention of the External Auditor; and

they have taken all steps reguired of therm to make
themselves aware of any relevant audit infermation
and to establish that the External Auditor was aware
of that information,

This confirmation is given and should be interpreted
in accordance with the pravisions of section 418 of the
Companies Act.

EY has indicated its willingness to continue in cffice as
External Auditor and, upan the recommendation of the
Audit Committee, a resolution to reappeint EY as such wilt
be proposed at the AGM. Any remuneration received by EY
for: (i) auditing this Annual Report; and (i) any other (non-
audit) services has been disclosed in note 5 to the Group'’s
financial statements.

Approval of Directors’ Report

This Directors’ Report was approved and issued
by the Board and signed on its behalf by

WDM‘

James Pochin
General Counsel and Company Secretary

17 April 2023
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Governance Report

Dear Sharebolders

i have pieasure in introducing this year's Governance Report, the third since Admission,
which details lhe key yovernance items considered and changes implemented during

2022 {and to the date of this Governance Report). Whilst application of the Code is only
rmandatory for companies with a Prermum Listing, the Company chose to report against

it following Admission to reinforce its commitment to establish a robust governance
framewaork that supports the successful delivery of its strategic aims and objectives,
Throughout the 2022 reporting period the Group's governance standards and infrastructure
remained subject to ongoing review to ensure they continued to evolve, as appropriate,

for an organisation of the size, nature and stage of development of THG.

Code compliance

As you will note from the Corporate Governance Statement
which follows, the Company complied in full with the Code
during the 2022 reporting period with the exception of
three departures, one of which has been rectified since my
appointment to the Board in March 2022, This inmproved
Code adherence evidences the Campany's desire to further
enhance its governance practices and it is anticipated

that the remaining two Code departures will, in time,

also be rectified following the appointment of additional
independent NEDs (further details on which follow).

Board and Board Committee
composition

The Board recognises the importance of strong corporate
governance to underpin the long-term, sustainable
prospects of the Group and considers that a fundamental
component of this is securing a suitably skilled and
experienced leadership team to oversee and guide

THG through the next stage of its governance journey,
Accordingly, a principal focus of the Nomination Committee
during 2022 was to enhance Board composition through
the appointment of suitable independent NEDs and, in
this regard, we were pleased to welcome Gillian Kent and
Dean Moore to the Board in September 2022, Additionally,
following a review of THG's leadership needs and the
balance of skills, knowledge and experience con the Board,
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we announced two changes to the Executive Leadership
Team at the beginning of 2023 - namely, the appointment
of Damian Sanders, former independent NED, to CFC and
the appointment of John Gallemore, the incumbent CFO, to
COQ. Further information on these appointments, together
with details an the other Board changes which took place
during 2022, can be found within this Governance Report
and the Nomination Committee Report on pages 133-137.

Board Committee composition was also a key focus of
the Nomination Committee during 2022 to ensure that
membership remained appropriate in light of the various
Board changes which took place throughout the year. These
changes are detailed within the respective Board Committee
Reports on pages 123-157 together with current Board
Committee composition. Notably, in stepping down as an
independent NED Damian Sanders simultaneously stepped
down from certain Board Committees, including as Audit
Committee Chair and as a member of the Risk Committee.
As the Board currently comprises only two independent
NEDs, Gillian Kent and Dean Moaore (excluding the Chair),
this has resulted in the non-satisfaction of the membership
requirements of these Board Committees since the date of
Damian Sanders’ appointment as an Executive Directer, This
position is temporary and expected only to continue until the
appointment of at least one new independent NED in the
coming months,



The year ahead

It is anticipated that the search for suitable independent
NLLDs will continue throughout 2023 and, more generally,
the structure, size and composition of the Beard will remain
subject to ongoing oversight (with specific reference to

its collective balance of skills, knowledge, exparience and
diversity) to ensure membership is fit for purpese and the
Group's leadership neads are satisfied.

Further, and as noted at the outset of this Annual Report,
the intention remains to seek a Premium Listing, with timing
subject to the cutcome of the FCA's ongoing review vis-a-
vis reform of the current listing regime. Until the cutcome

of this review is known, we will continue to review and
make further improvements to our carporate governance
arrangemants to ensure the Group's governance

framework is suitably mature and robust and we are
well-placad to make the step-up at the appropriate time.

THG

We ance ugain look forward to welcoming and
meeting with investors at the forthcoming AGM,
details of which are contained in the Notice of Meeting.
We consider this a key opportunity to engage with

our Shareholders and a suitable forum within which
ongeing and constructive dialogue can take place.

=
Charles Allen, Lord Allen of Kensington CBE
Independent Chair

17 April 2023
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Corporate Governance Statement

Upon Adrission the Company electad to report against the Code, Whilst this is not mandatory for a company with
a Standard Listing, lhe Company recognises the value of effective and robust corporate governance in its continued
growth and developrnent and in generating sustainable value creation for its Shareholders. Aside trom the following
departures, the Company complied in full with the Code during the 2022 reporting period:

Pronision 9 and Prowision 19:
(Departure rectified on 22 March 2022)

Having been appointed as CEQ upon the Company’s
incorporation in 2008 and serving as Company chair from
2019 until the appointment of the Independent Chair in
March 2022, Matthew Moulding's dual role resulted in a
departure from Code Provisions 9 and 19 during this period
{and, in the current context, from 1 January 2022 until 21
March 2022), As detailed in the 2021 Annual Report, the
need to demonstrate the clear division of responsibilities
between the leadership of the Board and the executive
leadership of the business (with respect to, for example,
appropriate levels of challenge and independence) had
previously been subject to detailed consideration but

at the same time the Nominaticn Committee rermained
cognisant of its core responsibility to ensure that the
Company's leadership needs were satisfied to oversee the
effective delivery and execution of the Group’s strategic
aims and objectives, Indeed, the analysis undertaken
recognisad the instrumental role which Matthew Moulding's
entrepreneurial and dynamic leadership had played

in the Group's expansion and evolution into a glabal
e-commerce technology group, together with the risks
associated with the wrong appointment being made.

Nevertheless, a review of the Group's carporate govermnance
arrangements was undertaken during the 2021 reporting
period which subsequently identified the need for an
independent chair and, in turn, align the Company with

the relevant Code Provisions. Following a comprehensive
recruitment process (further details on which are contained
in the Nomination Committee Report on pages 133-137),
Charles Allen was appointed to the Board as Independent
Chair on 22 March 2022, at which point the Company's
departure from Cede Provisions 9 and 19 wes rectified,

Provision 11

Excluding the Independent Chair from the calculation (as
required by the Code), three of the seven Directors were
deemed to be independent at the end of the 2022 reporting
period, thus representing a departure from Code Provision
11. Following the appointment of Damian Sanders as an
Executive Director on 24 January 2023, two of the eight
Directers are consideraed independent as at the date of this
Governance Report.

As detailed within this Governance Report, and as noted

in the Nomination Committee Report an pages 133-137,
the Nomination Committee (and the Board more generally)
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remains mindful of this departure and, with particular
regard to the Independent Chair's mandate to, amongst
other things, improve independence and diversity, hopes

to rectify it during 2023 as a matter of pricrity. The structure,
size and compaosition (including diversity) of the Board

will remain under ongoing review, with due regard being
given to the balance of Executive Directors/NEDs, overall
independence and the need for appropriate succession
planning t¢ be undertaken.

Prozision 32:

As detailed within the "Board independence” section of
this Governance Report, 1ain McDonald is not deemed to
be independent with reference 1o the tenure provisions of
the Code. However, during the 2022 reporting paricd lain
McDonald was a member of the Remuneration Committee
{and remains so at the date of this Governance Report),
despite the Code recommendation that a company's
remuneration committee should comprise only
independent NEDs.

The Board has considered the risks associated with this
Code departure and whilst, as stated in the 2021 Annual
Report, it recognises the need for independent membership
of the Remuneration Committee to demonstrate

objective oversight of, and independent challenge to, the
remuneration of Executive Directors, it remains of the
opinion that, at the present time and in the particular
circumstances of THG, it would not be in the best interests
of the Company and its Shareholders for lain McDonaid

to step down from the Remuneration Committee, Whilst
his independence may be deemed 1o be impaired under
the Code, the Board nonetheless considers that lain
McDaonald's broad remuneration experience and extensive
financial expertise and investment acumen make him well-
equipped to serve on the Remuneration Committee and
enhance its overall balance of knowledge and skillsets.

Membership of the Remuneration Committee has been
carefully reviewed and, as detailed within the Remuneration
Cammittee Report on pages 144-157 various membership
changes took place during 2022 (and at the beginning

of 2023) to reflect changes in Board composition, It is
anticipated that the Company will continue to depart from
Code Provision 32 in respect of 1ain McDonald's continued
membership of the Remuneration Committee for the time
being, albeit the matter will be kept under ongoing review
with regard to, for example, the timing and independence
of future Board appointees.



Board of Directors

Charles Allen,
Lord Allen of Kensington CBE

Independent Non-Executive Chair
Date of appointment: 22 March 2022

Charlas hag extensive corporate experiance across a
number of sectars, including finance, media, hospitaiity and
retail. Having played a key role in the creation of ITV, he is
recognised for his significant contributinn to the television
industry. Charles is currently charr of Global Media &
Entertainment Limited, Balfour Beatty plc and the Invictus
Games Foundation and also advisory chair of Moglis &
Company. He is a furmer chair of Granada Media plc, chief
executive of Granada Group plc and ITV plc and chair of EMI
Music, Endemol and The British Red Cross. Charles has also
served on the boards of Tesco ple, Virgin Medtia and GET
AS and been Chief Adviser to the Home Office and a Senior
Adviser to Goldman Sachs.

Charles was vice chair of the London 2012 bid company,
non-executive director of the London Qrganising Committee
of the Olympic and Paralympic Games and chair of the
2002 Manchester Commonwealth Games, In 2002 he was
awarded a CBE for his services to Sport and Community
and in 2012 he was appointed & Knight Bachelor for his
services to the 2012 Olympic and Paralympic Games.

Charles received the Freedom of the City of London in
2006 and in 2013 was awarded a peerage and sits on
the Labour benches.

Current external roles

Chair of Global Media &
Entertainment Limited

{and a director of associated
group companies)

Charr of Balfour Beatty plc

Charr of the Invictus
Games Foundation

Advisory chair of
Moelis & Company

Chair of Glassmaoon
Services Limited

Chair of Grandmet
Management Ltd

Chair of Nell Homes Limited
Director of IGF Trading Limited

Directar of Malch Limited

Committee membership

Q chair

Commitlee membership key:

@ Nomination

© -udi

@ Remuneration

Matthew Moulding

Executive Director & CEO
Date of appointment: 24 June 2008

Matthew has been instrumental in THG's growth,
leading its evolution from an entertainment reseller to a
global e-commerce technology group. Prior to founding
THG, he served an eight-year term as chief financial
officer of 20,20 Mobile {the Distribution Divisien of the
Caudwell Group) before leading its sale to private eguity
for £365 million

Matthew studied Industrial Economics at the University
of Nottingharm befare qualifying as a Chartered
Accountant with Arthur Andersen in 1398. His deep
e-commerce knowledge and insight, combired with his
proven entrepreneurial skills, make him best-placed to
mast effectively drive THG's strategy whilst working in
alignment with its Sharehofder base,

Current external roles

None

Committee membership

n/a

e Sustainability e Risk @ Related Party

THG
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Board of Directors (continued)

Damian Sanders
Executive Director & CFO

Date of appointment; 24 January 2023

{hawving oreviously served as an independent
NED from "7 Novemnber 2020)

Bamian is & member of the Institute of Chartered
Accountants in England and Wales and was a
Senior Audit Partner at Deloitte LLP for over 20
years, including several years as the leader of
Deloitte’s Technology Practice in the North of
England. Damian has extensive expetisnce of the
retail and technology sectors and has acted as
an adviser and corporate governance specialist
ta a number of international listed comipanies.

Damian brings a wealth of experience 1o the
Board across audit, accounting, commercial

and risk matters and also business stratagy,

His strong financial background, depth of
advisory experience and knowledge of the Group
acquired during his two-year tenure as a NED,
including serving as interim S0 and as chair
and a member of various Board Comemittees,
make him well qualified to serve as CFQ,

John Gallemore
Executive Director & COQ

Date of appointment: 24 January 2023
(having previously served as CFO from 24 June 2008)

Priar to co-founding THG i 2004 and serving
as its CFO until January 2023, John was Head
of Finance of the Caudwell Groug's International
Trading Division from 2001 until 2004,

John studied Economics at the University of
Manchester beforc qualifying as a Chartered
Accountant with Deloitte LLP 1in 1934, His
business and accounting background, strong
commercial acumen and tenure in international
trading provided the requisite experience to
nitially serve as CFO and now as COO, a role
which will allow him to drive the operations of the
Group and build on the progress he has overseen
in the Group's global fulfiiment footprint.

Pean Moore
Independent NED & interim SID

Date of appomntment. 15 September 2022

Dean is a chartered accountant with over 35
years of public company experience and brings
with him a depth of City and finance knowledge,
together with significant expertise in the financial
services and retail sectors.

He was previously chief financial officer at
Cineworld Group ple, N Brown Group plc,

T&S Stores PLC and Graham Group ple and
formerly non-executive chair of Tuxedo Money
Solutions Limited. Dean is currently the interim
chief financial officer of Dignity ple (having been
an independent non-executive director upon
appointment), a nan-executive director of Griffin
Mining Limited, and senior independent director
at both Cineworld Group plc and Volex PLC,

His financial and City background make him

a valuable addition to the Board and suitably
gualified to serve as interimn SI1D and as chair

of the Remuneration Committee, interim chair
of both the Audit Cormittee and the Related
Party Committee and as @ member of the Risk
Compittee,

Current external roles

Senior independent director of Victorian
Plumbing Group plc

Current external roles

None

Current external roles

interim chief firancial officer of Dignity ple

Senior independent director of Cineworld
Group pk

Senior independent director of Volex PLC

Non-executive director of Griffin Mining
Limited

Committee membership

n/a
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Committee membership

n/a

Committee membership:

@ rerim chair G chair @ @ crair



fain MeDoneld
NED

Date of appointment; 27 March 2010

lain s the founder and chief investment officer

of Belerion Caprtal Group Limited, established

in 2018, prior to which he was chief investment
officer of the Williarn Currie Group Lirnited.
Notable investments include ASOS plc, boohao
group plc, Metapack Limited, Eagle Eye Solutions
Group PLC, Anatwine Limited and Lifewarks
Corporation Ltd.. lain is also chair of the UK
Digital Business Assooiation, non-executive chair
of CentralNic Group PLC and a non-executive
director of boohoo group plc where he chairs the
rermuneration committee and is a member of the
audit and nomination committees.

laim helds a degree in Econornics and Economic
History from the London School of Economics
and Political Science. He brings broad and
robust experience to the Board, substantiated by
the deep financial expertise gained in his chief
investment officer roles,

Fdward Koopman
NED

Date of appointment: 3 May 2016

Edward iz a member of the Executive Commitiee
of Sofina S.A. and a director of Sofina Capital.
He also sits on the board of Nuxe Group, a
French-based international skincare brand, ang
GL Events S.A, a listed global player in event
management. Edward was a founding partner at
Electra Partners/ Cognetas Private Equily (now
known as Motion Equity Partners LLP) and was
also previously a Manager ot Bain & Company,
having worked in investment banking at both
Baring Brothers and BNP Paribas,

Fdward holds a degree from Eccle de
Management de Lyon (EM Lyon) Business
Scheol and brings a wealth of knowledge to
the Board through his international business
experience and well-honed management skills.

THG

Clillian Kent
Independent NED

Date of appointment: 15 September 2022

Gillian has had a far-reaching career in software,
internet, digital media and mobile technology
businesses and formerly held vanous senior
roles at Micrasoft, including Managing Director
MSN UK, where she was responsible for
creating one of the UK's largest online services
businesses. Both at Microsoft and in other roles,
including as chief executive officer of the real
estate portal Propertyfindar, she established her
axpertise in building markets and brands for
products and services,

Gillian is currently a non-executive director

of Ascential ple, Mothercare ple, Marlowe plc
and SIG plc, and former positions include
non-executive director at NAHL Group PLC,
Pandragon FLC and Dignity plc and a director
of Portswigger Ltd, 2 leading software solution
company within the web security industry Her
executive career and broad PLC experience
ensure Gillian is well-equipped to serve as Risk
Committes Chair and as a member of the Audit
Committee, Nomination Committee, Related
Party Committee and Remuneration Committee.

Current external roles

Chief investment officer of Belerion Capital
Group Limited

Chair of the UK Digital Business Asscciation

Non-executive chair of CentralNic Group
PLC

MNon-executive director of boohoo group plo

Current external roles

Member of Executive Committee
of Sofina S.A.

Director of Sofina Capital
Director of Nuxe Group

Director of GL Events SA,

Current external roles

Non-executive director of Ascential ple
Non-executive director of Marlowe plc
MNon-executive director of Mothercare ple

Non-executive director of SIG plc

Committee membership:

O DO i

Committee membership key!

o Audit m Nomination

@ Remuneraticn

Committee membership

n/a

e Sustainability 0 Risk

Committee membership:

QODO @

@ Related Party
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Role of the Board

As mandated by the Cade, a formal Schedule of Matiers
Reserved to the Board (“Schedule of Reserved Matters”)
has been published on the Company's website detailing
those items of business, including certain strategic items
and corporate and capital structure approvals, which are
expressly reserved for the Board's collective consideration,
ratification and/or oversight (as appropriate). The overriding
responsibility of the Board is, however, to promote the
long-term, snstainable succeas ul the Company, generating
value for Shareholders and contributing to wider society,
an obligation which sits at the core of Board discussions
and decision-making processes,

The Board seeks to discharge this primary duty through

the successful delivery of the Company’s five strategic
priorities which flow from the Company’s stated purpose,
namely to drive impact through scale, innovation and
expertisc. THG's purpose, together with its vision and values,
are considered within the "Our purpese, vision and values”
section of the Strategic Report on pages 8-10 but, notably, the
purpose has been determined with reference to the diversity
of the Campany's stakeholder base and formulated to guide
a strategy that aims to deliver long-term, sustainable growth,
whilst promating environmental and social responsibifity,
THG's core values of leadership, innovation, decisiveness

and ambition, together with the recently launched vaiue

of collaboration, Linderpin this approach and inform an
entrepreneurial and values-led Group culture that supports
the delivery of THG's strategic aims and objectives, thereby
generating value for stakeholders (further details on which
are included within the "Our strategy” section of the Strategic
Report on pages 11-12).

In sesking to provide the effective and entrepreneurial
ieadership required by the Code, the Board recognises the
importance of active stakeholder engagement to ensure

it remains fully apprised of the views of all relevant parties
and is therefore suitably equipped to properly discharge
the responsibilities incumbent upon it. Six key stakehalder
categories have been identified as critical to THG's future
success and further informaticn on these categories,
together with details of the Company's stakeholder
engagement framewark, can be found within the “Section
172 Statement Stakeholder Engagement” section of the
Strategic Report on pages 47-54. From a more focused
perspaciive, the Company maintains its “open door” policy
with Shareholders to allow ongoing and constructive
dialogue to take place throughout each calendar year, thus
ensuring that Shareholders’ objectives, interests and views
are understood and appropriately factored into the Board’s
consideration of key financial, operational, strategic and
ESG matters, Additionally, the Campany’s annual general
meeting affords Shareholders the oppaortunity to engage

in person with Board members, whilst the maturing Investor
Relations programme seeks to improve dialogue with
investors and analysts alike.

ik

Under the terms of the Schedule of Reserved Matters and
in accordance with the Code, ultimate responsibility for

the managerent of risk within the Company rests with

the Directors; specifically, the Board is responsible for
ensuring that a socund system of internal centrols and risk
management framework are in place which allow risk to be
effectively identified, assessed and managed. In discharging
its risk management responisibilties, including overseeing
the Group's controls framework, determining organisational
risk appetite and undertaking a robust and ongoing
assessment of the principal and emerging risks facing the
Group, the Board was supported during the 2022 reporting
period by the Audit Committee and the Risk Committee
(the activities of which are contained in the respective
Committee Reports on pages 123-132).

Full deldils of the Group's risk management framework,
risk appetite and risk identification process can be found
within the “Risk management and informed decision
making” section of the Strategic Report on pages 83-95.
This section includes coenfirmation that, during the 2022
reporting period, the Board (assisted, as appropriate, by
the Audit Committes and the Risk Committee) reviewed
the effectiveness of the risk management framework and
internal controf systems and identified no instances of
significant cantral failings ur weaknesses.

Board composition
and responsibilities

Further to a review of the Group's corporate governance
arrangements, the need for an independent chair was
identified during the 2021 reporting periad to ensure that,

in compliance with the Code, a clear division of respansibility
was established between the leadership of the Beard and the
executive leadership of the business. Following an extensive
recruitment process, further details on which are contained
in the Nomination Committee Report on pages 133-137,
Charles Allen was recommended as a suitable candidate
and thereafter appointed Independent Chair in March
2022. From the start of the 2022 reporting period until the
appointment of the Independent Chair, the Beard was led
by Matthew Moulding who had begn appointed chair of the
Company in 2019 and who has continued to serve as CEQ
since his appointment in 2008.

Acknowledging the Independent Chair's mandate to refresh
and strengthen the Board by improving its independence
and diversity, Board composition remained an engoing
focus of the Nomination Committee throughout 2022,

with particular consideration being given to overall
independence and the balance of Executive Directors /
NEDs (and noting that two former independent NEDs,
Tiffany Hall and Dominic Murphy, stepped down fram the



Board in, respectively, March 2022 and June 2022 and,
therezller, Zillah Byng-Thorno, former SID, anrd Andreas
Hanssaon, a former NED, also stepped down in September
2022). Significant progress was made in this regard during
the year and, following a twin-track external and internal
recruitment search, Gillian Kent and Dean Moore were
appointed as independent NEDs in September 2022,
Additionally, in light of the in-depth understanding of the
Group's businesses, People and culture which Darrnan
Sanders had acquired during his tenure as an independent
NED, it was considered appropriate to appoint him to the
position of CFO at the start of 2023 and, simultaneously,
appoint John Gallemgre, the incumbent CFQ, to COQ. The
considerations of, and process followed by, the Nomination
Committee in recommending these appcintments and
Board changes are detailed within the Nomination
Committee Report on pages 133-137,

A summary of these Board changes is as follows:

:)Erg,{er NED Appointment  Resignation Date

Tiffany Hall X ;%Qﬂzarch

Charles Allen X 22 March
2022

Dominic Murphy o gé\g;e

Gillian Kent " ;%S)zeptember

Dean Maoore < ;%S;Dfember

Zillah Byng-Thorne X ;%zszeptembel’

Andreas Hansson % szészeptember

Damian Sanders n/a nia gng;ﬂuary

1. This is the date on which Damian Sanders stepped down as a NED
and was appointed an Executive Director.

In addition to discharging their mandated duties under

the Code (as reflected within the published SID role
description), the SID is expected to provide independent,
objective and robust oversight of and, where necessary,
challenge to all matters which come before them. Indeed,
prior to the appointment of the Independent Chair, the SID
function was viewed as affording a critical governance
overlay within the Group providing, as it did, an important
safeguard where any conflict may have been perceived

to arise from Matthew Moulding's dual role.

During the 2022 reporting period (and noting the varicus
Board changes which were enacted), ongoing discussions
toak place between the 51D and the NEDs to ensure Board
relations were suitably fostered and Board effectiveness
optimised, including & SID-led discussicn in December

THG

2022 to appraise the Independent Chair’s performance
{further information on which can be found in the "Board
evaluation” section of the Nomination Comimiillee Report
on pages 133-137). It is expected that the current interim
SID, Dean Maore (appointed to the position on 24 January
2023), will continue to serve as a trusted intermediary for
Directors and Shareholders alike and meet with the NEDs,
as and when considered necessary and/or appropriate,
throughout 2023 (until such times as a permanent SID
appeintment is made).

More generally, Board coherence and effectiveness is
cultivated through informal debate and discussion cutwith
the confines of Board and Board Committee meetings.
Such unstructured interaction amongst Board members

is considered a key means through which Board relations
can be developed, fostered and enhanced and it is
encouraged through, for example, the annual Board dinner
and biannual NED-only sessions (as introduced by the
annual Board planning cycle, referred to in the "Board
meetings and activities” secticn which follows),

nz2
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The current Board comprises three Executive Directors (ie. the CEQ, the CFO and the COUJ) and five NEDs, three of whom

{including the Chair) are deemed to be independent in character and judgement (as considered further in the "Board
independence” section of this Governance Report),

A summary of the principal responsibilities of Board members and the Company Secretary is as follows:
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Independent Chair

l 1ot

« Provides leadership to the Board

v Facilitates constructive Board relations and the effective contribution of all NEDs

+ Chairs Board meetings and promaotes a culture of openness and debate

» Ensures effective and ongoing communication with Shareholders and other stakeholders

«  Sets the agenda for Board meetings in ronjunction with the Curnpany secretery

Chief Executive Officer

1

Pravides leadership to the Executive
Leadership Team

Oversees the day-to-day management
of Company and Group business

Determines the strategic direction and
business objectives of the Group

With the support of Senior Management,

aversees the effective implementation of
Group strategy

Engages with key Shareholders and
stakeholders

Acts as a sounding board for the
Chair and supports, as required,
n the discharge of their duties
and responsibilities

Acts as an intermediary for the
Directors as and when necessary

Available to Sharehalders with
cancerns which have not been
résalved through the normal
communication channels

At least annually, meets with the
NEDs, in the absence of the Chair,
ta appraise the Chair's performance

and ensures Directors receive accurate and timely information

Chief Financial Officer

feiis Nedrd

Responsible for the Groupy's financial
matters and applicable legislative
and regulatory compltance

Works with the CEQ to develop
strategic objectives

Manitors the Group's financial
performance

Ensures the Group remains
appropriately funded and capital
structure is effectively managed

Provide active and constructive
challenge and contribute to the
development of strategy

Manitor the performance of the
Exacutive Directors against agreed
objectives and ensure robust risk
management

Ensure the Board and Board
Committees fulfil their responsibilities
and are ably equipped to do so

Ensure the Board 1s balanced and
appropriate succession planning is
undertaken, allowing it to provide
clear and effective leadership across
the orgamisation

Chief Operating Officer

folvir Caeith

Oversees the day-to-day management
of the Group's global operations

Monitors operational performance
and provides the necessary
strategic advice to ensure delivery
of operational targets

Ensures the implernentation of
business strategies and operational
capabilities to drive operational
efficiencies and alignment with the
Group’s strategic aims and abjectives

Company Secretary

Acts as secretary to the Board
and Board Committees and providaes
the requisite support

Advises the Board on all relevant
legislative, regulatory and
governance matters

Ensures the Board has the appropriate
pohcies, procedures and resources

in place to function effectively and
align with best practice

Assists with communication
between the Board and Shareholders
and is respensible for annual general
meeting organisation



Board meetings and activities

A minimum of eight Board meetings are schedulad par
anniim, with additional meetings convened on an ad

hoc basis to ensure there is ongeing and effective Board
oversight of all time-sensitive and/or material Group
matters throughout any financial year, including in respect
of key strategic, commercial and financial performance
items. During 2022 the Board met on 14 occasions, with
Board member attendance set out in the table which
follows, Director attendance at Board Committee meetings
is detailed within the varicus Board Committee Reports,
contained on pages 123-157 of this Annual Report,

Director 2022 Aftendance
Charles Allen’ 0/M
Matthew Moulding 14/14
John Gallemare 14/14
Damian Sanders 14,14
lain McDanald 14/14
Edward Koopman? 13/14
Gillian Kent?* 2/3
Dean Moore! 3/3
Zillah Byng-Tharne® 9/11
Andreas Hansson® 1M
Dominic Murphy’ 6/6
Tiffany Hall® 3/3

. Charles Allen attended 10 of the 11 Board meetings which took place
following his appointment on 22 March 2022, He was unable to attend
the Board meeting immadiately following his appointment due to
a prior commitment,

. Edwerd Kooprman was unable to attend one of the 14 Board meetings
which took place during 2022 due to a conflicting commitment

Gillian Kent attended two of the three Board meetings which took place
following her appointment on 15 September 2022. She was unable lo
attend the Board meeting immediately following her appointment due
to a prior commitment.

N

w

4, Dean Moore attended the throe Board mestings which took place
fallowing his appeintment on 15 September 2022,

Zillah Byng-Thorne attended nine of the 11 Board meetings which tock
place prior to her stepping down from the Board on 15 Septerber 2022,
8. Andreas Hansson attended the 11 Board meetings which took place
prior to him stepping down from the Board on 15 September 2022.
Dominic Murphy attended the six Board meetings which took place
orior to him stepping down from the Board on 8 June 2022,

Tiffany Hall attended the three Board meetings which took place prior
to her stepping down fram the Board on 18 March 2022,

o

~

o]
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As disclosed in the 2021 Annual Report, the Company
launched a new onlina tool during the 2021 reparting period
which allows for the distribution of all Board and Board
Committee documentation via a secure electronic platform.
This platform also serves as a centralised storage facility
through which documentation can be stored and accessed
by Directors on an ongoing basis. During 2022 the use

of this platform became more deeply embedded within

the enhanced governance processes of the Company,
providing, as it does, increased security around information
distribution and storage, and is now the standard means
by which monthly Beard packs and Board Committee
papers are circulated,

As detailed in the Nomination Committee Report contained
within the 2021 Annual Report, the form and content of
monthly Board meetings was an area highiighted for
consideration in the 2021 Board evaluation, including the
proposal to streamling and invert the standard Board
agenda by, for example, restricting the more fulsome
Divisional updates and thereby allowing increased focus
on key topics such as People, Sustainability and Investor
Relations. Following the appointment of the Independent
Chair in March 2022 this output was given further
consideration and during 2022 certain changes were
effected vis-a-vis the format and content of Board meetings.

Whilst monthly Board packs continue to incorporate

the previous month's financial results, on a Group and
Divisional basis, content has been refined, as considered
appropriate, and the agenda streamlined and inverted as
proposed. Senior Management now present on a "taken
as read” basis in terms of Board pack material, with a
more focused Q&A element having been introduced into
meetings. Regular “deep dives” also take place into key
Divisional and/or Group topics on which Directors have
requested further insight/discussion. This is an item which
remains subject to ongoing Beard consideration, as detailed
within the “Board evaluation” section of the Nomination
Committee Report on pages 133-137

To ensure that Directors have sufficient time to prepare for
meetings and read and evaluate any supporting papers,
Board and Board Committee documentation is generally
issued no later than three working days in advance of

a meeting, together with the meeting agenda which is
agreed between the Company Secretary and relevant
Board Committee Chair {albeit timings may be impacted
on occasion by the valume, source and/or availability of
information). The minutes of any previous Board meeting(s)
are included within manthly Beoard packs and these are
tabled for approval (subject to any comments/required
amendments), as is the case for Board Committee minutes
which will also be circulated with supporting papers and
tabled for approval,
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In additicn to addressing the standard items of business
detailed within the aforementioned Schedule of Matters,
the Board also considered a number of other matters
during 2022 including (but not limited to):

Corporate activity and Group structure: overseeing
the completion of the internal Divisional reorganisation
(including the subsequent hypercare process)
resulting in a simplified Group structure and providing
material optionality and flexibility to enter into

future strategic partnerships and generate value
accretion for stakeholders, detailed consideration

of indicative third-party proposals for the Group

and unanimously concluding that such proposals
significantly undervalued the Group and its future
prospects and should therefore be rejected; and
overseeing the mutual termination of the option and
collaboration agreement with Softbank in light of
global macroeconomic conditions.

Governance: ongoing review of certain corporate
governance arrangements including a continued focus
on preparing to step up to the Premium Segment of
the London Stock Exchange's Main Market at the
appropriate time, with timing subject to the outcome
of the FCA's angoing review vis-a-vis reform of the
current listing regime; further to the Nomination
Committee's recammendations, considering and
approving the appointment of Damian Sanders as
CFO, John Gallemore as COO and three independent
NEDs, including the Independent Chair, 1o the Board;
and, as previously detailed, considering the format and
content of Board meetings/packs to ensure enhanced
Board effectiveness, together with implementation of
an annual Board planning cycle incorporating monthly
deep dives and certain key Board activities.

. Strategy: ongoing consideration of the Group's
strategic aims and objectives in light of the challenging
macroeconomic backdrop including: (i) regularly
reviewing the impact of inflationary pressures, elevated
commodity pricing, FX headwinds and ongoing supply
chain issues {(and in conjunction with the general
risk management approach); and (i) focusing on the
Group's growth strategy across a number of large
global sectors, anticipated to deliver long-term value for
Shareholders and ensure the Group remains on track to
be cash flow positive in 2024,

General: against the backdrop of a nurnber of global
factars, including the war in Ukraine, Covid-19 related
lockdowns in Asia and unprecedented inflationary
pressures, ongoing oversight of market guidance
and consensus and the Group's profit improvement
initiatives; and considering and approving a new
£156m banking facility, provided equally by three
existing lenders,

Further information on the key discussions and principal
decisions taken by the Board during the 2022 reporting
period, including stakeholder considerations, can be found
in the "Section 172 Statement Stakeholder Engagement”
section of the Strategic Report on pages 47-54,

1

Board Committees
and governance structure

Pursuant to the Schedule of Reserved Matters previously
referred to, the Board is authorised to establish the Board
Committees which, through the delegation of authority
narrated within their Terms of Reference, support the Board
in the proper and effective discharge of its duties and
responsibilities.

Accordingly, to ensure the most robust governance
structure exists within the Group to comprehensively
support the Board and promote long-term, sustainable
value creation for Shareholders, a Board-constituted
Nomination Committee, Audit Committee and
Remuneration Committee were established at the time of
Admission (in compliance with the Code), together with the
Related Party Committee, the Sustainability Committee and
the Risk Committee (the latter two being established during
2021), As detailed within the “Board evaluation” section of
the Nomination Committee Repart an pages 133-137,

and in line with the Company's ongoing PLC transition,

the scheduled monthly Board meeting agenda continued
to evolve during 2022 resulting in, amongst other things,
the inclusion of Board Committee updates as a standing
agenda item.

Further information an the camposition and activities of
the Board Committees during 2022 can be found within
the respective Board Committes Reports on pages 123-157,
together with details of the membership changes which
took place to reflect outgoing and incoming NEDs. The
Nomination Commitiee was responsible for making
recommendations to the Board in respect of Board
Committee membership (where appropriate, following
consultation with the relevant Board Committee Chair)
and, in doing so, took into account not only the specific
skillsets and experience of individual NEDs but also the
time commitment expected of them and their external
commitments.
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The governance structure within the Group at the end of the 2022 financiat
year, and as at the date of this Governance Report, is as follows:

Board

Chair: Charles Allen

Provides effective leadership and prometes the long-term, sustainable success of the Company and the Group,
whilst setting and overseeing the successful delivery of strategic aims and objectives

Remuneration Committee
Chair: Dean M

Nomination Committee

Chair: Charles Allen

»  Regularly reviews structure, size and composition of the Board + Sets remuneration policy for all Executive Directors
Committees and the Board, including the Board's balance of skills,
knowledge, experience and diversity, to ensure membership remains - Ensures remuneration policies and practices support strategy
fit for purpose and the Group's leadership needs are met and promote Group long-term success
Makes appropriate recommendations with regard to any Board - Approves design of, and determines targets for, any performance-related
changes It considers necessary and identifies and nominates pay schemes and determines policy and scope of pension arrangements
candidates for Board approval for Executive Dirgctors
Oversees plans for the orderly succession of appointments to Board - Reviews and has regard to pay and employment conditions across the
and Senior Management, ensuring appointments and succession plans Group and considers any major changes in employee benefit structures

are hased on merit and objective criteria and with due regard
to applicable D&l targets

wdit Committee Risk Committee

Supports the Board in fulfiling oversight responsibilities by reviewing Assists Board in its oversight of risk, including:
and monitoring:
- monitoring. management and mitigation of principal and emerging nsks,
+ independence and effectiveness of internal/external audit functions including definiton and execution of risk management strategy and
associated risk policies
integrity of financial and narrative statements
- advising on overall risk appetits, tolerance and strategy

- internal financial controls and, as appropriate and in conjunction with the
Risk Committee, risk management frarmework - reviewing and monitorng robustness of the Group's nsk management
framework, policies and procedures when tested against risk strategy
and appetite

Sustainability Committee
Chair: lain McDon

Related Party Committe

Cnarr (interim): Dean

Reviews and ensures appropriate and effective strategies, policies and « Oversees and approves the terms of any trensaction, arrangement
operational controls are in place to conduct business in a responsible or agreement between the Propco Group and any Group company,
manner, including assessing and maonitoring performance against 2030 other than those in the ordinary course of business

Sustainabilty Strateqy and ESG targets

- Fnsures all such transactions, arrangements or agreements continue
Oversees compliance with all applicable sustainabilty-related legal and to be in the best interests of the Company and its Shareholders
regulatory requirements and ensures the Group's standards of business
reflect best practice

Supports the Board in delivering strong, sustaingble growth across its
business and supply chains, in global markets and covering all aspects
of the customer ecosystem

Executive Leadership Team

= Executes delivery of agreed strategic objectives
= QOversees day-to-day management of Group operations

» Provides regular Board updates on operational perforrance

16
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Board appointments,
recruitment and succession

Board composition is monitored on an engeing hasis to
ensure that the Directors, collectively, have the necessary
skillsets to effectively deliver the Group's strategic aims

and objectives and the balance of skills, knowledge and
experience remains appropriate for a company of the size,
nature and stage of development of THG. Accordingly, and
a3 previously delailed wilhin this Gavernance Heport, Board
composition remained subject to scrutiny throughout 2022
(and up to the date of this Governance Repart), with particular
consideration being given to overall independence and the
balance of Executive Directors / NEDs,

The need for an independent chair was recognised
pursuant to a review of corporate governance
arrangements and, following the Nomination Committee’s
recommendation, the Board considered and approved
the appointment of Charles Allen as Independent

Chair, effective from 22 March 2022, Subsequently,

and with a particular focus on the Independent Chair's

mandate to refresh the Board and strengthen it by
improving its independence and diversity, Gillian Kent
and Dean Mocre were appointed independent NEDs

on 15 September 2022, With both appointees bringing
extensive and relevant sector and PLC board experience,
and demonstrating strong track records in business
growth, these appointments were viewed as enhancing
not only the skillsets and experience on the Board but
also overall independence (noting that former SID Zillah
Byng-Thorne stepped down contemporanecusly with
these appointments, together with non-independent NED
Andreas Hansson). Additionally, in January 2023 and as
considered further in the Nomination Committee Report
on pages 133-137 independent NED Damian Sanders was
appointed CFO and the incumbent CFO, lohn Gallemore,
appointed COQ.

The following matrix sets out the key competencies
of individual Board members:

Leadership
Name UKlisted | Technology/ Marketing/ [ Retail M&A Global Govermance | Tnance & Risk Strategy &
PLC e-commerce | branding industries operations accounting management development

Charles . « « . « .
Allen % * % X
Matthew X X X X x X
Moulding X X
John X X X X X
Gallemore X *
Damian x « y X « <
Sanders *
Edward y « .
Kaopman * i X
lain « . . .
McDonald X x X
Gillian N « « . . .
Kent x %
Dean

X x X X X X x X
Moore
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The process followed by the Nomination Committes in
recommending the three aforementioned Board appointees
is detailed within the Nomination Committee Report on
pages 133-137. As disclosed, appointments were made

on the basis of merit, with potential candidates assessed
against abjective criteria, and with regard ta the need to
pruniule diversity in the boardroom (including with respect
to gender, as reflected in Axon Moore's search mandate
for suitable independent NEDs), Indeed, the breadth of
benefits which a diverse board can bring to a company,
including & mare inclusive culture and improved corporate
governance generated via & broader insight/knowledge
base, are recognised and, as disclosed in the 2021 Annual
Report, the Board remains aligned with the FRC's position
that, by reducing the risk of group think, diversity can

have a positive effect on the quality of decision-making
{Guidance on Board Effectiveness (July 2018)). Therefore,
in considering and recommending Board appointments,
the Nomination Cammittee seaks, as appropriate, ta
promote, amongst other things, diversity of gender, ethnic
background and persanal strengths to ensure Board
effectiveness is maximised through enhanced decision-
making which, in turn, results in enhanced value creation
for stakeholders.

THG

Details of how potential Board appointees are identified
are also included within the Nomination Committee
Report and, as required by the Code, an independent
search consultant was formally appointed to assist with
the recruitment of an independent chair. Recruitment
consultarwy lnins may also be engaged to facilitate

a search for a particular position and, on occasion, the
Board and Senior Management may be asked for candidate
recommendations from within their professional networks.
Whilst the Nomination Committee remained cognisant

of the need ta ensure the Company's leadership was
appropriately structured to effectively oversee the delivery
and execution of the Group's strategic aims and objectives
during 2022, it also gave due cansideration to the skills and
experience that might be required to effectively address
and manage upcorning challenges and opportunities,
Additionally, in considering the balance of skills, knowledge
and experience on the Board {(and the Board Committees),
a related responsibility of the Nominaticn Committee was
to ensure appropriate succession planning was undertaken
from a Board and Senior Management perspective to
satisfy any potential leadership needs that could arise

both in the short and the medium to long term.

ns
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Board induction,
training and support

Throughout 2022 the Company continued to

develop and refine its Board induction and training
arrangements to ensure all Directors possess and/or
acquire the requisite market and operational knowledge
10 oversee the successful delivery of the Group's strategy.

A structured anhoarding programnae is riow in place tor

all new Board members which includes both internal
briefing memorandums on core regulatory and legislative
items {such as the UK Market Abuse Regulation, inside
information and insider dealing) and face-to-face/
interactive training and update sessions with relevant
external advisers (e.g. legal and remuneration) to ensure
Directors are fully aware of the duties and responsibilities
incumbent upon them as PLC directors and Board
Caommittce members, Whilst one-ta-one sessions are
typically arranged with members of Senior Management
to provide new Board members with a general introduction
to all areas of the business, more focused/tailored sessions
may alsc be arranged when, for example, a Director has

a particular area of interest or wishes further insight/data
on certain Group and/or Divisional items.

Following the induction process, the continuing
professional development needs of the Board (both
collective and individual) remain subject tc engoing
oversight and a number of measures are now in place to
keep Directors suitably apprised of applicable legislation,
guidance and market practice/developments and any
changes to, and/or proposals on, the corporate governance
landscape. In addition to the Company's legal advisers
attending scheduled Board meetings to run condensed
training sessions on topics such as the FCA's proposed
audit and gevernance reforms, the selective disclosure of
inside information and the new climate/TCFD and diversity
reporting requirements, associated briefing papers are
also included within Board packs for Directors’ longer-
term informaticn/reference. As previously disclosed, the
new annual Board planning cycle has intraduced regular
deep dives which ensure that NEDs are kept up to date
on key Group and Divisional items, including operaticnal
Issues, market challenges and landscape, and People and
Sustainability matters, with broker and investor updates
incorperated as appropriate,

The Company has arranged membership of the Non-
Executive Directors’ Association for all Board members
{including Executive Directors) to ensure individual
knowledge and skillsets are suitably refreshed and via
which Directors are provided with technical knowledge
updates and have access to a monthly programme of
seminars and briefings (including networking opportunities).
The Company is fully supportive of Directors attending any
such events which may be of interest and/or which address
particular training needs.
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THG remains committed to ensuring that the necessary
resources are available to the Board and Board Committees
to allow them to function effectively and efficiently and,
more yenerally, that the Group's corporate governance
framewaork is appropriately structured to meet both its
immediate and longer-term needs. The Company Secretary
plays a key role in this regard, advising on legal, regulatory
and governance matters and ensuring they are available to
advise/assist Directors as and when required.

Board independence

The Board currently comprises three Executive Directors
{i.e. the CEQ, the CFO and the COQ) and five NEDs,

three of whom (including the Chair) are deemed to be
independent in character and judgement following due
consideration of their individual circumstances against
Code Provision 10. Further to a critical appraisal of the issue
by the Beoard and as previously disclosed in, for example,
the 2021 Annual Report, the holding of Ordinary Shares

by NEDs is not considered to impair their independence
but, rather, is viewed as aligning their interests with those
of Sharehclders more generaliy and thus with the long-
term interests and success of the Company. Consequently,
NEDs may purchase Ordinary Shares at market value via a
broker and facilitated by the Company if required. Mirectors
sharehuldings are set out on page 151 of the Directors’
Remuneration Report.

H

Upon analysis of the relevant Code provisions, Edward
Koopman is not deemed to be independent, having been
appeinted to the Board prior to Admission to represent
Sofina Capital S.A. {"Sofina™), a major Shareholder. Edward
Koopman is both an employee of Sofina and a member of
its Executive Committee, although it should e highlighted
that, whilst Sofina continued to hold Crdinary Shares
following Admission, his continued directorship is not in

a Shareholder-representative capacity. lain McDonald is
also not regarded as independent, with reference to the
tenure provisions ¢f the Code and noting that he was
appointed to the Board prior to Admission in 2010.

At the end of the 2022 reporting period the Board
comprised two Executive Directors and six NEDs, four

of whom were regarded as independent - namely, Charles
Allen, Damian Sanders, Gillian Kent and Dean Moore. On
an analysis which incorporates the strict fetter of the Code
and excludes the Independent Chair, the Code Provision
11 requirement that at feast haif the Board te independent
NEDs was not satisfied at the financial year end.

As discussed in further detail in the Nomination Committee
Report on pages 133-137 and in light of the Chair's express
mandate to refresh and strengthen the Board by improving
independence and diversity, Board composition will remain
a key focus throughout 2023, and with particular regard

to overall independence and the balance of Executive
Directors / NEDs.



Conflicts of interest
and time commitment

Whilst the Directors have & statutory duty 1o avoid
situations where they have, or can have, an interest that
conflicts, or may possibly conflict, with the Company’s
interests, and must declare the nature and extent of any
such interest, the Articles of Association permit non-
conflicted Directors to authorise any such conflict, on such
terme and conditinnas as they think fit. A conflicl of interest
situation which arose during 2022 related to the Board's
consideration of the unsolicited, indicative, non-hinding
proposal received for the entire issued share capital of the
Company from a consortium led by Belerion Capital Group
Limited ("Belerion”) and King Street Capital Management
L.P. NED lain McDonald is the founder and chief
investment officer of Belerion and, as such, a clear conflict
of interest was determined to exist which required that lain
McDonald was not present during any Board discussions
relating, directly or indirectly, to the proposal or any cther
proposals received by the Company.

The NEDs' Letters of Appointment ("Appointment Letters”)
recognise that NEDs may have business interests outwith
those of the Company but require that no NED puts
themselves in a position where their duties to any other
person, firm or company conflict with their duties to the
Company or the wider Group. The Appointment Letters
further require that any actual ar potential conflict of
interest must be communicated to the Board as soon as
it becomes apparent, and at least seven days' written notice
must be provided to the Chair before a NED accepts an
appaintment as a director, agent, employee or consultant of
any company or firm engaged in a business competing with,
or similar to that of, the Company or any Group company.

The Group nccupies and utilises property assets which

are owned by the Propco Group, which itself is wholly
owned by the CEC (who is alsc a major Shareholder).

As a result of these arrangements, the Board-constituted
Related Party Committee was established post-Admission
to oversee and approve Related Party Transactions and
provide the requisite governance structure within which any
actual ar potential cenflicts of interest could be considered
and addressed. Whilst officers of the Propco Group were
also previously officers of the Company, this situation has
been rectified to avoid any perceived or actual conflicts of
interest arising. Further information on the responsibilities
and activities of the Related Party Committee can be found
in the Related Party Committee Report on pages 138-140.

The time commitment expected of and expended by, NEDs
is kept under ongoing review by the Board, in conjuncticn
with the Namination Committee, Under the terms of their
Appointment Letters and pursuant to Code Principle H,
NEDs must confirm they have sufficient time to undertake
the duties and responsibilities incumbent upon them and
have disclosed details of all other significant business {and
other} interests and a breoad indication of the time reguired

THG

for such commitments, The Board must be kept advised
of any subsequent changes to such commitments {and of
any new commitments that may have implications on a
NED's ability to commit sufficient time to their role) and,
again, at teast seven days’ written notice must be provided
to the Chair before a NED accepts any external additional
commitments which may impact the time they are able

to commit to their Board raole. In addition to attending
standard Company meetings (including Board meetings,
Board Committee meetings and the Company's annual
yeneral meeting), NEDs are expected to devote sufficient
time to appropriate preparation ahead of such meetings
and, generally, to commit additional time to their role as
circurnstances require {and particularly when the Company
is undergoing a period of increased activity),

At the date of this Governance Report the Board is satisfied
that the current external ccommitments of its NEDs, as
detailed within their biographies on pages 108-110, do not
compromise their effectiveness or performance,

Workforce engagement and D&l

As a People-led crganisation THG recognises the
importance of rcbust and consistent werkforce
engagement to ensure the Board understands, and
appropriately considers and addresses, the most salient
employee issues and concerns. Falling within the

scope of the 2030 Sustainability Strategy, the subject

of employee engagement was a combined key focus

of the Sustainability Committee and the People

team during 2022 (and remains so in 2023), and
engagament mechanisms were kept under cngoing
review and update to ensure they remained effective
and appropriate for a campany of the nature and

scale of THG (as required by the Code), Whilst further
infermation on engagement measures and progress can
be found in the "Empaowering people and communities”
section of the Strategic Repart on pages 71-73, key
initiatives included the 'b-Heard Survey' which was run
by a workforce engagement specialist and provided
employees globally with the opportunity to feed back
on all aspects of their working life, from their perscnat
growth and wellbeing through to leadership and
management items. The Survey responses are currently
being assessed to help identify those areas where the
Group excels, whilst highlighting engagement challenges
and opportunities for improvement; the feedback from
UK-based employees will contribute to THG's 2023
'‘Best Companies’ accreditation submission.

With reference to Code Provision 5, the Board considers
that effective arrangements are in place in respect of
waorkforce engagement which ensure clear and transparent
lines of communication exist between the workforce,
Senicr Management and the Board. As detalled in the
preceding "Beard Committees and governance structure”
section of this Governance Report, the inclusion of
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Board Committee updates was introduced as a
standing agenda item at monthly Board meetings
during 2022, in turn ensuring the Board is kept suitably
apprised of employee engagement initiatives via the
NED Sustainability Committee Chair, Additionally, a
People sectian is incorporated within monthly Board
packs and the non-statutory Group Talent Director,
who has ultimate oversight of the Group's workforce
engagement initiatives, is alsc in attendance at monthly
Board meetings to take questions and report to the
Board on the wider Peaple piece On a day-ta-day
basis the Group's D&l Committee Champions play

a key engagement role, driving general workiorce
engagement and representation within their Divisions
whilst collaborating with, and reporting inte, Senior
Management. This reporting framework ensuras the
‘employee veice' is heard at an appropriately senior level
within the Group and, as Senior Management typically
attends the monthly Board meetings, this further
facilitates regular updates and fecdback being shared
directly with the Board.

In placing its People at the heart of the organisation
THG considers that a truly engaged and empowered
workforce will result in an enhanced workplace culture,
in turn serving tc enhance operaticnal resilience

and growth. It has recently been agreed that the
Group's employee engagement strategy, including
implementation thereof, should become a recurring
agenda item for the Remuneration Committee which,
it is considered, evidences how seriously the Company
and the Board view their responsibilities in respect of
warkforce engagement.

Further details on how engagement strategies positively
impact decision-making throughout the organisation,
including at Board level, can be found in the "Section
172 Statement Stakeholder Engagement” section of the
Strategic Report on pages 47-54,

‘Empowering People and Communities' is one of the
three key priorities under the 2030 Sustainability
Strategy, THG x Planet Earth, which affirms that
THG's greatest asset is its People, Indeed, the 2030
Sustainability Strategy recognises that to bring out
the best in its People the Group must foster a diverse
and inclusive environment to ensure its People feel
empaowered to make a positive difference in the world,
D&l represents another key focus area for the Board
and during 2022 & Board-approved D&l Strategy was
launched which seeks to enhance THG's meritocratic
culture by building upon the Group's approach to
inclusion and diversity at every level within, and avery
location across, the organisation,

The Group's D&l vision is to further curate a diverse,
inclusive and supportive work environment - reflective

of the communities within which THG cperates and
comprising talented and motivated individuals - and it is
considered that this updated D&I Strategy provides clear
direction for achieving this vision, Further information

an the Group's approach to D&l-related matters,
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together with details on how the Group supports the
wellbeing and development of its workforce, can be
found in the "Empowering people and communities”
and “Our people” sections of the Strategic Report,
Ihe "Our people” section also includes key D&I data
required to be disclosed pursuant to secticn 414C

of the Companies Act.

Board evaluation

Building on the results of the previous Board evaluation
which was discussed in the 2021 Annual Report (the
“2021 Evaluation"), the Company'’s second Board
evaluation took place at the end of 2022, As before,

the Company engaged a third-party market leader within
the advanced digital evaluation space and used their
cnline platform to run the evaluation which was aligned
with best market practice and the content tailored, as
appropriate, to the specific requirements of the Company.

As required by the Code, the evaluation considered

not only the effectiveness of individual Directors but
also the collective effectiveness of the Board and

Board Committees, including specific consideration of,
for example, composition and diversity. Certain of the
putputs and actions flowing from the evaluation are
detailed within the Nomination Committee Report on
pages 133-137 together with insights on progress against
the 2021 Evaluation. Significantly, the overall conclusion
was that the Board and the Board Committees continue
to function in an effective manner and each Director
continues to contribute effectively to the Board and the
Board Cormmittees of which they are a member.

As previously disclosed, and in furtherance of good
corporate governance, the Company has committed to
undertaking an externally facilitated Board evaluation
within three years of Admission (i.e. by September 2023)
and at least every three years thereafter, albeit this
Code requirement is only strictly applicable to FTSE 350
companies. The Company’s first external evaluation will
therefore take place later this year.

ESG

As detailed within the “Sustainability” section of

the Strategic Report and as set out within the 2030
Sustainability Strategy, the Group's sustainability vision
is to act as a force for good and leave the world a better
place by using THG's scale, partnerships, access to
capital and unigue capacity for innovation to promote
and embed sustainability into everything the Group
does. In seeking to discharge its primary responsibility
under Section 172, the Board therefore not only takes
into account what may be in the best interests of
Sharehclders but, recognising the responsibility which
THG owes to all its stakeholders (and with particular
regard to its commitment to act as a force for good),
also gives the appropriate consideration to wider



stakeholder issugs (further information on which can
be found in the "Section 172 Statement Stakeholder
Engagement” section of the Strategic Report on

pages 47-54), Indeed, through striving to deliver on
THG's purpose and strategic priorities, the Board aims
to generate long-term, sustainable growth and, in turn,
secure positive change for all THG stakeholders across
the locations and communities within which it operates.

Evidencing THG's commitment to embed sustainability
hest practice ot the heurl of the Lusiness, Executive
Directors and Senior Management have been set
relevant sustainability-linked objectives from 2022
onwards, with an increased focus in personal reviews

on sustainability-related, and not simply commercial,
outcomes. However, to ensure that the appropriate
foundations are in place for the Group to achieve its
visicn and deliver effectively on THG x Planet Earth,

a Board-approved Sacial Impact Strategy was developed,

THG

with employee input, during the 2022 reporting period,
This Strategy will be rolled-out during 2022 and is
focused on maximizing THG's impact on, and addressing
soclal issues within, its local and global communities; it
comprises three pillars - namely, championing inclusion,
disrupting inequality and creating oppoertunities ~ each
with defined areas of focus which, collectively, ensure
THG's social impact is targeted on a group-wide basis.
The launch of the Social Impact Strategy, details on
which can ke found within the "Qur people” section

of the Strategic Report on pages 74-78, is considered

to further demonstrate THG's social conscience and
underling its robust commitment to act as a force for
good and seek to create a better, more sustainable
future for all.
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Audit Committee Report

"The Committee, together with the Risk Committes, continues to
play a leading role in ensuring the integrity of the Group's financial
reporting, overseeing external and internal audit functions and
monitoring the Group's controls framework. In light of proposed
carporate qovernance reforms, the ongoing evolution of THG's

controls environment and oversight from the Committee remain key.'

Dean Moore

interim Chair of the Audit Committee

Members and attendance

Committee member

Position Attendance
Dean Moore Chair! 1A
Gillian Kent Member? 11
Damian Sanders Former Chair® 6/6
Zillah Byng-Thorne Former Member? 5/5
Dominic Murphy Former Mernber® 173

. Dean Moore was appointed as a member of the Audit Committee upon his appointment to the Board on 15 September 2022, He thereafter assumed the

position of Audit Committee Chair on an interm basis on 24 January 2023 when Darmian Sanders stepped down from the Committee upon his appointment

as an Executive Director.

[N

Moore, a member of the Committee, on an interim basis,

LS

Having been appointed interim Audit Committee Chair on
24 January 2023, | have the pleasure of introducing the Audit
Committee Report for the 2022 financia! year and confirm
that, during the year, and up to the date of this Report, the
Committee has continued to discharge a key role within the
Group's corperate governance infrastructure,

The ongoing development of the Group's internal controls
systems (financial and otherwise) and general control
environment (including the Internal Audit function) remained
subject to rigoraus oversight and, where appropriate,
chellenge by the Committee during 2022 to ensure their
continued effectiveness and integrity.

It is pleasing to report that, as confirmed by the annual
Board and Board Committees’ evaluation, the Committee
continues to operate effectively and deliver against its Terms
of Reference. Further details on this evaluation, including
the means by which it was conducted, can be found in

the "Board evaluaticn” section of the Governance Report,

123

. Gillan Kent was appointed as a member of the Audit Committee upon her appointment to the Board on 15 September 2022,
Damian Sanders stepped down as Audit Committee Chair upon his appointment as an Executive Director on 24 January 2023 and was replaced by Dean

Zillah Byng-Thorne stepped down from the Board and as 3 member of the Audit Committee on 15 September 2022,
. Dominic Murphy stepped down from the Board and as a member of the Audit Committee on & June 2022.

Composition and meetings

Pursuant to its Terms of Reference, members of the

Audit Committee are appeinted by the Board, upon the
recommendation of the Nomination Committee and

in consultation with myself as Audit Committee Chair.
Individually members are expected to possess the skills and
experience appropriate for Audit Committee membership,
whilst collectively the Committee must have the necessary
competence {financial and otherwise) relevant to the sectors
in which the Company operates. The Terms of Reference
stipulate that the Committee must comprise at least three
independent NEDs, one of whom is, where possikle,

a member of the Remuneration Committee {possessing
recent and relevant financial expertise and experience in
accounting and/or auditing {as determined by the Board))
and one of whom is a member of the Risk Committee.

At the end of the 2022 reporting period, Audit Committee
membership satisfied the relevant provisions of both the



Terms of Reference and the Code comprising

Damian Sanders, as Audit Committee Chair, Gillian

Kent, an independent NED and Risk Committee Chair,
and myself, Dean Moore. also an independant NED and
Remuneration Committes Chair. As previously detailed,
Gillian Kent and ! became members of the Audit Committee
upon our appointment to the Board on 15 September
2022, when Zillah Byng-Thorne stepped down from the
Board and certain Board Committees (including the Audit
Committee). Dominic Murphy was also a member of the
Audit Corninillee during the 2022 reporting period until
he stepped down from the Board on 8 June 2022,

Upon his appointment to the position of CFO on 24 January
2023 Damian Sanders stepped down as Audit Committee
Chair, and from all other Board Committee membership, at
which time { was appointed Audit Committee Chair on an
interim basis. As the Board currently comprises only two
independent NEDs, Gillian Kent and myself (excluding the
Chair), this has resulted in the non-satisfaction of the Audit
Commiittee membership requirements since this date, This
position is temporary and expected only to continue unti)
the appointment of at least cne new independent NED in
the coming months which will ensure that the spplicable
membership requirements are satisfied.

Whilst at least four Audit Committee meetings must take
place annually, at appropriate times in the financial reporting
and audit cycle (and as otherwise required), six Committee
meetings took place during 2022, reflecting the Committee's
valuable role within THG's governance framework. Member
attendance at these meetings is set out within the preceding
table and, althcugh attendance is restricted to Committee
members {and any individual entitled to be present as

an observer), the Terms of Reference provide that certain
individuals (including the CFO, the Head of Interal Audit
and the External Auditor's Lead Partner) shall be invited

and are expected to attend meetings on a regular basis and
may also request a meeting of the Cormmittee should they
consider it necessary or desirable to do so. Outside these
scheduled meetings and throughout the 2022 reporting
period (and up to the date of this Report), the Audit
Committee Chair {and other Committee members where
appropriate) alsc maintained an ongoing dialogue with the
principal individuals involved in the Group's governance,
including the Independent Chair, the CEQ, the CFO, the
Deputy CFO, the Head of Internal Audit and the External
Auditor's Lead Partner,

In addition to attending all Audit Committee meetings,

the External Auditor met with Audit Committee members
in the absence of Senior Management and also privately
with the Audit Committee Chair, as and when considered
necessary, to discuss the scope of the audit plan, the remit
of the external audit and to challenge, as they saw fit, the
findings of the audit process, including (but not limited to)
any material issues which had been identified, areas of
significant judgement and the general effectiveness of

the process.

THG

Role and responsibilities

The Audit Committee’s Terms of Reference clarify that its
purpose is t¢ support the Board in fulfilling its oversight
responsibilities by reviewing and monitoring: the
independence and effectiveness of internal and external
audit functions; the integrity of the Group's financial and
narrative staterments; and the Group's internal financial and
non-financial controls and, as appropriate and in conjunction
willt the Risk Committee, risk management framewaork,

The specific duties and responsibilities are detailed therein
and in¢lude, but are not limited 1o, the following:

- monitoring the integrity of the Group's financial statements,
including its half-year financial statements, annual report
and accounts and preliminary announcemeants, and
reviewing and reporting to the Board on significant financial
reporting issues and judgements which those statements
contain, having regard to matters communicated to it by the
External Auditor;

where requested by the Board, reviewing the content of
the annual report and accounts and the interim financial
statements and advising the Board on whether, when taken
as a whole, each are fair, balanced and understandable
and provide the information necessary for Shareholders

to assess lhe Company's performance, business madel
and strategy;

assisting the Board with manitoring and reviewing the
Group's internal control systems on an ongoing basis,
including monitoring material financial, operational and
compliance controls;

« monitoring and assessing the role and effectiveness of the
Internal Audit function in the overall context of the Group's
risk management system and the work of the Compliance
and Finance functions;

monitoring the independence, quality and effectiveness
of the external audit process; and

reviewing the Group's pracedures for preventing and
detecting fraud, its systems and controls for the prevention
of bribery and the adequacy and effectiveness of its
anti-money laundering systems and controls,
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Activities of the Audit Committee

As noted ahove, six Audit Committee meetings were convened during the 2022 reporting period, all of which
were scheduled. The main matters that the Audit Committee considered during the year are listed below:

Topic

Activity / Review

Financial reporting

Reviewed the draft and final half-year statement, including key accounting judgements, materiality and the External
Auditor's report on the interim statements

Reviewed key judgements and estimates in preparation for year-end reporting

Reviewed year-end matters including the draft Annual Report and Accounts {and assessed the processes which ensuie 1L
s farr, balanced and understandable), significant accounting judgements, the draft and final full-year results announcement,

the going concern staternent and the viability modet

- Considered the impact of climate risks on the financial statements

Review other reports and updates from management including the Group Tax Strategy, Corporate Reporting Reform, and

updates frorm the AQR Inspection Report

External audit + Reviewed EY's plan for the audit of the 2022 Annual Report and Accounts and the progress of the audit to date

Reviewed EY's report on the scope of the audi of the 2022 Annual Report and Accounts, including key audit nsks

Disclosed relevant audit information to the External Auditors and the required evidence in support of it

Reviewed tha final report from EY following completion of the audit of the 2022 annual report

Internal control and
assurance

Reviewed reparts from Internal Audit on assurance and audit work
= Reviewed other updates from Internal Audit including the Recommendations Tracker and Whistleblowing Updates

= Re-approved the Internal Audit annual plan on a quarterly basis

- Reviewed the outputs of the fraud risk assessment

Significant financial reporting areas

One of the roles of the Audit Committee is to assess
whether the judgements and estimates made by Senior
Management are reasonable and appropriate. In order
to assist in this evaluation, the finance team provided
accounting papers to the Audit Committee which
detailed the financial aspects surrounding key accounting
judgements and areas of focus for THG, including all
significant issues outlined in the following table. As part
of the year-end reporting process the Audit Committee
reviewed this Annual Report, the management papers
on key accounting estimates and judgements, going
concern and viability review, updates provided by the
External Auditor, accounting and reporting matters,

Area of focus

Consideration and actions taken by the Audit Committee

and management representation letters concerning
accounting and reparting matters. The Audit Committee
assessed whether suitable accounting policies had been
adopted and the reasonableness of the judgements and
estimates that had been made by Management. This
section outlines those significant issues which received
particular focus from the Audit Committee in relation to
the financial statements for the period and how these
issues were addressed.

Significant issues which arose during the reporting
period were dealt with as follows:

Impact on financial
information and
disclosure

Revenue
recognition

Following the growth of THG Ingenuity in recent years, the key areas of management
judgement include the classification of revenue streams to the Group’s Divisions and
contract accounting within Ingenuity Commerce, The Committee were presented with
the key judgements applied by management for the Ingenuity contracts under IFRS 15,
The Committee challenged management on the jJudgement relating to principal or agent

The revenue accounting
policy is rncluded within
note 1c and note 2
within the Consolidated
Financial Statements,

recognition of different revenue streams, being ane of the key judgements. Managernent
rasponded to all challenges and there was no impact on the recognition or disclosure.
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Area of focus

Cansideration and actions taken by the Audit Committee

THG

Impact on financial
information and
disclosure

Accounting
for platform
development costs

As a growing technalogy business, THG incurred £56m in respect of additions to the platform in 2022,

The carrying value at 31 Decernber 2027 totals £100m. There 1s management judgement applied regarding
which projects relate to capital spend, This is reviewed on a monthly basis with Senior Management across
Finance and Technology leamns.

The Committee reviewed and assessed the accounting treatment and disclosure and the application of IAS
38, The effecliveness of contros arcund the maintenance and tracking of platform development projects
was also considered. Managemnent is in the process of improving cantrols further in this area and plan to
present a plan to the Committee alongside working with the Internal & External auditors to adopt a controls-
based audit in this area in future years.

In addition, the Committee reviewed the levet of spend and carrying values of the platform compared to
peers. |t was noted that THG's platform has a lower carrying value than its peers due to this being built in
house, All iterns were concluded 1o be appropriate.

Intangibles note 11
within the Consolidated
Financial Statements.

Impairment
and cash-
generating-units

Following the divisional rearganisation in the year, additional cash-generating-units (CGUS) have been
dentfied. The result is that six CGUSs have been identified; THG Beauty; THG Nutrition, THG Ingenuity;
THG OnDemand; THG Luxury; and THG Experience. The Audit Committee reviewed management’s
conclusion of the number of CGUs in existence at the balance sheet date and agreed with the six units.

The Audit Committes reviewed management's impairment paper in detail, challenged key judgements
including terminal grawth rate, forecast growth rate and discount rates and concluded these to be
approprate. The Cormmittee reviewed the impairment charges recognised for THG Beauty and THG
Ingenuity and the judgements made therean agreeing with managernent's conclusion. The Committee
also approved the disclosure for inclusion within the financial statements.

The Intangible
assets nole 11

is included within

the Consolidated
Financial Statenents,

Presentation and
disclosure of
adjusted items
and APM's

To allow the Committee to assess the policy, presentation and disclosure applied, Management presented
a detalled category by category analysis of adjusted items to the Committee in the year. The Committee
challonged the aparepriatencss of the classification of costs including those that were in relation to Covid-19.

The Committee alsa considered the presentation of APMs inciuding Adjusted EBITDA from continuing
operations throughaut this repert and whether this enables a clear and fair understanding of performance.

The conclusion was that the adjusted iterns policy was appropriate and being applied consistently, The
Covid-19 costs that were incurred were trackable and often split separately on the face of the supplier
invoice. Managernent cortinues to raview the level of these costs and do not anticipate the Covid-19 impact
to continue past H12023.

The Committee concluded that management had made dear snnouncements to the marketin FY22
regarding the loss-making areas of the business under review and that showing an additional APM for those
categories that had been extted explained the impact of this to the users of the financial statements.

The Committee concluded that the use of APMs were satisfactory.

The adjusted iterms
nate 4 is included
within the Consolidated
Financial Statements.

Related Party
Transactions

The Group leases a humber of properties from a related party, A Related Party Comrittee is in place to
review and approve ary transactions in the year,

The Audit Committee have reviewed the related party disclosure within the financial statements to ensure
this gives a true and fair view, This has included a review of whether there are any additional Related Parties
outside of those already identified due to Board appointments and shargholdings in the year.

Where relevant, detailed accounting papers were akso shared with the Audit Committee during the year
for review.

The Audit Committee satisfied themselves that there were no additional related parties that had not
already been identified. The Audit Committee also approved the disclosure for inclusion within the financial
staterments.

As noted in the 2021 Annual Report, officers of the Propco Group were also officers of the Company and
certain of its subsidiaries, Acknowledging the conflict of interest that may anse from such a pesition, the
decision was taken to resolve this crossaver in officer appointments by 31 December 2022, The necessary
action was taken during the reporting pericd such that Propco Group officers are now fully independent of
the Graup.

Mare details on related
parties are included
within the Related Parties
Committee Report.

The related parties’
detalls 15 ncluded
within note 27 within
the Consolidated
Financial Statements.

Taskforce on
Climate-Related
Financial
Disclosures

A significant change to the annual report and accounts in 2022 is the inclusion of
TCFD, During 2022, THG formed a TCFD governance structure and process to support
campliance and disclosure. Regular updates were shared with the Committee.

In addition, the proposed cisclosure was reviewed and approved by the Committee.

Task Force on
Climate-related
Financial Disclosures
(TCFD) section.

The previous table is nat a complete list of all the Group's accounting issues, judgements, estimates and
policies, but highlights the mast significant ones for the period in the opinion of the Audit Committee,
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Fair, balanced and
understandable assessment

At the request of the Board and pursuant to its Terms of
Reference, the Audit Committee has considered whether,

in its opinion and when taken as a whole, the Annual

Report is fair, balanced and understandabie and provides

the information necessary for Shareholders to assess THG's
position and perfarmance, business maodel and strategy.

THG has established internal controls in relation to the process
for preparing the Annual Reporl including the following:

Senior Management regularly menitors and considers
developments in accounting regulations and financial
reporting and, where appropriate, reflects developments
in the financial staterments,

The document is drafted by Senior Management with
overall coordination by a member of the Finance Team
and additional support from external advisers to ensure
consistency across the relevant sections and that the
necessary information is included for shareholders to
assess the Group's position and performance, business
macdel and strategy.

Comprehensive reviews of drafts of the document are
undertaken by Executive Directors, Senior Management
and external advisers as part of an internal verification
pracess which is undertaken to ensure accuracy and

to assess whether the document is fair, balanced and
understandable.

+  The final draft of the document is reviewed by the Audit
Committee prior to consideration by the Board.

Following its review, the Audit Committee advised the
Board that the Annua! Report was, when taken as a whole,
considered to be fair, balanced and understandable and
provided the information necessary for Shareholders to
assess THG's position and performance, business model
and strategy, The Audit Committee was also satisfied

that suitable accounting policies have been adopted and
approptiate disclosures made in the financial statements.

The Viability and Going Concern Statements are set out
on pages 93-95 of the Strategic Report,

Risk management and
internal controls

In accordance with the Code ultimate responstbility for the
Group's systerns of internal controls and risk management
framework rests with the Beard. However, pursuant to

the provisions of the Code and as reflected in its Terms of
Reference, the Audit Committee has delegated responsibility
for the ongoing monitoring and review of the Group’s internal
control systems, including its financial, operational and
compliance controls, while assisting the Board in its annual
review of the effectiveness of these systems and determining
their adequacy (or otherwise).
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During the year, the Committee considered the UK
Government's consultation on ‘Restoring Trust in Audit
and Corporate Governance' and reviewed management’s
strategy for delivering the necessary control framewark
enhancements.

The Audit Committee continues to work in support of the
Board's risk management strategy and in conjunction with
the Risk Committee as and when it is considered appropriate
to do so. Information on the Group's risk management
framework can be found on pages 83-86 of the Stratngic
Report, together with details of the processes and controls
which were in place throughout the reporting period to
manage and mitigate risk and provide the Board with the
required assurance that sound systems of risk managemeant
and internal controls exist throughout the Group.

Internal Audit

The Audit Committee is responsible for reviewing and
approving the rale and mandate of the Internal Audit
function while monitoring and assessing the effectiveness
of its work, including in the overall context of the Group's
risk management systems. To ensure the reporting

line of the Internal Audit function is independent of the
Executive Leadership Team and is suitably positioned

to exercise independent judgement, it has access to the
Audit Committee as and when necessary, and the Head
of Internal Audit has a direct reporting line into the Audit
Committee Chair. Further, the Audit Committee regularty
meets with the Head of Internal Audit, in the absence

of Senior Management, tc discuss the effectiveness of
the function and to consider the actions taken by Senior
Management to implement its recommendations and
support its workings.

internal Audit plans include a range of financial and
non-financial engagements, delivered in an assurance or
advisory capacity. The Internal Audit plan is risk-based
and due consideration is given to each of the following
areas during the planning process, principal risks; key
divisions and central functions; cyber; ESG; projects and
M&A: global site audits; operations and commerce. Audit
engagements were undertaken in each of these areas
during 2022.

The annual internal audit plan is subject to detailed review
by the Audit Committee to ensure alignment with key
husiness needs; regular progress updates are provided to
the Committee which oversees and approves the scope of
the internal audit pian on a quarterly basis. Following due
and carefu! consideration of all relevant factors, the Audit
Committee is satisfied that the Internal Audit functicn is
equipped to properly and effectively discharge its duties
and responsibifities in accordance with the relevant
professional standards for internal auditers and that the
internal audit plan itself provides appropriate assurances
in respect of the financial and non-financial controls in
place to manage and mitigate the principal and emerging
risks facing the business {further details of which can be
found on pages 87-93).



Independence, performance and
effectiveness of External Auditor

The External Auditor confirmed its independence and
objectivity from THG during the 2022 reporting period and
both the Audit Committee and the Board are satisfied that
the External Auditor has adequate policies and safeguards
in place to ensure its objectivity and independence is
maintained. When assessing the independence of the
External Auditor, the Audit Committee considered, amongst
other things, the value of non-audit fees provided by the
External Auditor, the relationship with the External Auditor
as a whole and the annual disclosure from the External
Auditor to discuss the threats to its independence and the
safeguards applied to mitigate those threats,

In overseeing the External Auditor relationship,

the Audit Committee is responsible for making formal
recommendations to the Board on its appointment,
reappointment and removal, and in this regard seeks
views from Senior Management on the quality and
effectiveness of the external audit process.

The effectiveness of the Lead Partner, the audit team, their
approach to audits, including planning and execution,
communication, support and value were assessed and
discussed, and consideration given to whether the External
Auditor had achigved the agreed audit plan or otherwise
explained the reasons for any departures from it, including
any changes in perceived audit risks and the work
undertaken by the External Auditor to address those risks.

The content of the External Auditor's Board report

was also reviewed and monitored, together with other
communications with the Audit Committee, in order to
assess whether there was a good understanding of THG's
business, and establish whether recommendations had
been acted upon and, if not, the reasons why. As part of the
assessment of the External Auditor, the Audit Committee
considered whether it had exercised professional
skepticism and an appropriate degree of challenge to
Senior Management, particularly on key accounting and
audit judgements,

Additional feedback was sought from various participants in
the process {primarily the Audit Committee itself, the CFO,
the Chair and CEQ),

Overall, the effectiveness of the external audit process was
assessed as performing as expected. The Audit Committee
concluded it was satisfied with the work undertaken by the
External Auditor, including adeqguate levels of challengs,
during the reporting period.

There are independent reporting lines from the External
Auditor to the Committee and the External Auditor is
afforded the opportunity for sessions with the committee
throughout the year.
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The Audit Committee is also responsible for considering
and approving the terms of engagement and remuneration
of the External Auditor for both audit and non-audit
services, and removal of the External Auditer. A resolution
1o propose the re-appointment of EY was approved by
Shareholders at the 2022 AGM, When considering whether
to recommend the reappointment of the External Auditor,
the Committee considers a range of factors, including

the effectiveness of the external audit, the period since

the last audit tender was conducted, and the ongoing
independence and objectivity of the Extarnal Auditor.

The lead audit partner, Karl Havers, has been in post since
the start of the audit for the 2021 reporting period. Whilst
the Audit Committee is aware that the initial engagement
period for a statutory auditor should not excead 10 years,
the Company tenure is counted from 1 January 2021 (the
first accounting period audited following Admission), The
Audit Committee considers that it would be appropriate

to conduct an external audit tender by no later than 2030,
The External Auditor has been appointed since the 207
reporting periced to the date of this Annual Report.

Fees payable to the External Auditor

The Audit Committee has reviewed and approved a policy
regarding non-audit work and fees, in relation to which
please see Note b of the Group's financial statements.

In order to ensure that the provision of non-audit services
does not impair the External Auditor’s independence or
cbjectivity, this policy requires that the Audit Committee
pre-authorises any non-audit work proposed to be
undertaken by the External Auditor or, if required

urgently between meetings, the Chair of the Audit
Committee is empowered to provide such authorisation.
There are certain services which cannot be provided

by the External Auditar or members of its network without
the possibility of its independence being compromised;

it is not therefore permissible for the External Auditor to
provide such services, Non-audit services prohibited under
independence requirements will not be authorised.

The only non-audit services performed in the year related
to the interim procedures in accordance with International
Standard for Review Engagements (UK and Ireland) 2410,
The total fees were £01m being a 1:23 ratio to the audit
fee, It is widely accepted that such procedures would be
completed by the Group's auditor. The Committee have
therefore concluded the abjectivity and independence

of the external auditor is safeguarded,
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Focus for 2023

During the current financial year, the Audit Committee
will continue to;
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Oversee the controls and governance of any changes
in THG to ensure the continued effectiveness and
integrity of THG's systems of internal controls and
development of THG's Internal Audit function

as THG continues to grow and mature

Play & key role in understanding the UK Government’s
'Restoring Trust in Audit and Corporate Governance’
refarms when they are published and subsequently
monitoring the progress of the proposed control
framework enhancements

QOversee the evolution of the organisation’s control
environment and the use of technaology to enhance
the operation of controls and harness potential
opportunities ta digitalise and automate controls
as the framework matures further

Ensure the provision of training, development and
support is relevant to all Directors and the Executive
Leadership Team, particularly with respect to
applicable new legislation, regulation and guidance

On behalf of the Audit Committee

Mol A

Dean Moore
Interim Chair of the Audit Committee

17 April 2023
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Risk Committee Report

"The Committee, together with the Audit Committee,
continues to play a key role in governing THG's risk
management and internal controls. This oversight is
increasingly important, keeping pace with the dynamic
nature of change, both within THG and the external

economic environment, "

Gillian Kent

Chair of the Risk Committee

Members and attendance

Committee member Position Attendance
Giliian Kent Chair’ 2/2
Dean Moore Member® n/a
Damian Sanders Former Member? 4/4
Zillah Byng-Thaorne Former Chair’ 2/2
Dominic Murphy Former Member* 0/1

1. Zillah Byng-Thorne stepped down from the Board and as Risk Committee Chair on 15 September 2022 and was replaced by Gillian Kent who was

appointed to the Board with effect from this date.

2. Dean Moare was appointed as a member of the Risk Committee on 6 December 2022,
3. Damian Sanders stepped down as a member of the Risk Committee upon hig appointment as an Executive Director on 24 January 2023,
4. Dominic Murphy stepped down from the Board and as a member of the Risk Committee on 8 June 2022,

Having been appointed as Chair of the Risk Committee
upon joining the Board in Septernber 2022, | am pleased
to introduce the Risk Committee Report for the financial
year ending 31 December 2022,

The Risk Committee was established tc ensure an
appropriate framework exists within the Group for robust
and effective risk oversight and governance and this is
reflected within the Committee's Terms of Reference which
align with current market practice {including in respect

of the Committee’s scope of responsibilities and duties}.

The Committee, as confirmed by the annual Board and
Board Committees’ evaluation, continues to operate
effectively and deliver against its Terms of Reference.
Further details on this evaluation, including how it was
conducted, can be found in the "Board evaluation”
section of the Governance Report,

Composition and meetings

As detailed within the Terms of Reference, members of
the Risk Committee are appointed by the Board, upon
the recommendation of the Nomination Committee and
in consultation with myself, as Risk Committee Chair,
The Terms of Reference provide that the Committee is
composed of at east three independent NEDs, one of
whom is a member of the Audit Committee, with the
quorum for any Committee meeting being any two of
its members. Whilst, collectively, the Risk Committee
must possess the necessary competence (risk, financial
and otherwise) relevant to the sectors in which the
Company operates, individual members are also
expected to have the requisite skills and experience
appropriate to such membership.
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Atthe end of the 2022 reporting period, Committes
membership satisfied the relevant provisions of the Terms of
Reference comprising Gillian Kent, as Risk Committee Chair,
Diaruan Sandears, a former independent NED and former
Audit Committee Chair, and Dean Moore, alsc an independent
NED and Remuneration Committee Chair, As detailed above,
Gillian Kent became a member of the Committee upon her
appointment to the Board on 15 September 2022, replacing
Zillah Byng-Thome as Committee Chalr, and Dean Moore was
appaointed to the Committee on 6 December 2022, Dominic
Murphy was also a member of the Committee during Lhe 2022
reporting pericd until he stepped down from the Board on 8
June 2022, Upon his appointment to the position of CFO on 24
January 2023, Damian Sanders stepped down as a member
of the Risk Committee and from all other Board Committees.
As the Board currently comprises only two independent
NEDs, Gillian Kent and Dean Moore {excluding the Chair), this
has resulted in the non-satisfaction of the Risk Committeg's
membership requirements since this date. This position is
temporary and expected only to continue until the appointment
of at least one new independent NED in the coming

months which will ensure that the applicable membership
requirements are satisfied.

At least four Risk Committee mestings must be held annually,
at appropriate times in the financial reporting and audit cycle
(and as otherwise required), and any Risk Committee member,
the Chief Risk Officer (CRO) or the Head of Internal Audit

may request & meeting of the Committee it they consider

it necessary or desirable to do so. In accordance with the
Terms of Reference and as can be seen from the preceding
attendance table, four meetings of the Risk Committee took
place during the financial year under review, all of which were
scheduled. Whilst only members of the Committee (and any
individual entitled to be present as an observer) have the right
to attend Committee meetings, typically the CFQ, Deputy CFO,
CRO and the Head of Internal Audit will also be in attendance,
together with the External Auditor,

Roles and responsibilities

The Risk Committee’s Terms of Reference detail the specific
duties and responsibilities of the Committee and clarify that
its purpose is to not only assist the Board in its oversight

of risk throughout the Group and advise on its overall risk
appetite, tolerance and strategy (including the principal and
emerging risks it may be willing to accept to achieve its
long-term strategic objectives) but to review and monitor:

the principal risks and identify the emerging risks
facing the Group, the likelihocod and impact of such
risks materialising and the way in which such risks
are managed and mitigated (including the definition
and execution of a risk management strategy and
associated risk policies); and

the robustness of the Group's risk management
framework, policies and procedures and their fitness
for purpose when tested against the Board's risk
strategy and appetite,
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As disclosed in the 2021 Annual Report, the Risk
Committee is also respensible for approving the role and
mandate of the Group Risk function and monitoring and
assessing the effectiveness of its work, including in the
overall context of the Group's risk management systems,
The CRO has always open and direct access to the Risk
Committee, an arrangement which is viewed as key in
maintaining the independence of the CRC and Group Risk
reporting line from that of the Executive Leadership Team,

As required under the Terms of Reference, arrangements
are in place to ensure that the Risk Committee has
sufficient resources at its disposal to allow it to properly
and effectively discharge its duties and responsibilities
including, if censidered appropriate, the ability to seek
specialist input and expertise from external advisors.

Activities of the Risk Committee

As detailed above, four Risk Committee meetings tock
place during the reporting period and, as was the case
during the 2021 financial year, both Risk Committee Chairs
continued to meet with the CRO on a one-to-one basis

to discuss the ongoing development, refinerment and
embedding of the Group's risk management framewark
and associated processes,

A summary ot the key activities underlaken by the
Committee during the 2022 financial year is as follows:

. Received and challenged scheduled risk updates
outlining both the principal risks and any escalated
operational risks. The Committee alsa received detail
of escalated sub-risks as well as the ocutcome of
principal risk ‘deep dives'

Consideration of the ongoing evolvement of group
and principal risk appetites and consideraticn of
emerging risks

Consideration of the role of THG Insurance
in supporting risk mitigation activities

. Received and challenged the ongoing refresh of the
principal risks and their continuing relevance and
alignment to the business

Review of the results and remedial acticns arising
from the annual Fraud Risk Assessment and any
summary reports of escalated incidents and instances
of fraud

Consideration of the potential impact of the UK
Government's consultation on ‘Restoring Trust in Audit
and Corporate Governance' upon both the committee
and the wider group risk management framework



Additionally, throughout the reporting period and pursuant
to the Terms of Reference, the Risk Committee Chairs,
together with other Committee members {to the extent
appropriate), remained in ongoing dialogue with key
individuals involved in the Group's governance, including
the Chair, the CRQ and the Head of Internal Audit, to
ensure the necessary intra-functional transparency

and alignment.

Risk management
and internal controls

In accordance with the FRC's Guidance on "Risk
Management, Internal Contrel and Related Financial
and Business Reporting” (September 2014), ultimate
respansibility for the Group's systems of internal controls
and risk management framework rests with the Board.
However, pursuant to the provisions of the Code and

as reflected in its Terms of Reference, the Risk Committee,
along with the Audit Committee, has delegated responsibility
far the ongoing monitoring and review of the Group's risk
management and internal control systems, including its
financial, operatiocnal and compliance controls.

The Committees have also delegated responsibility for
monitoring and review of the processes and procedures in
place to manage or mitigate principal risks and to identify
emerging risks and review and assess the Company's risk
appetite and associated stress testing whilst assisting the
Board in its annual review of the effectiveness of these
systems and determining their adequacy {or atherwise).

Information on the Group's risk management framework
can be found on pages 83-93 of the Strategic Report,
together with details of the processes and controls which
were in place throughout the reporting peried to manage

THG

and mitigate risk and provide the Board with the required
assurance that sound systems of risk management and
internal controls exist throughout the Group.

The Viability Statement is set out an pages 93-95
of the Strategic Report.

Focus for 2023

During the current financial year it is anticipated that key
areas of focus for the Risk Committes will be as follows:

Oversee the management and reporting of principal
and operational risks and the application of our
risk appetite

Moaonitor the identification and quantification
of emerging risks and the business response

Receive updates, as applicable to risk, on the key
elements of the UK Government consultation on
proposed audit and corporate governance reforms

On behalf of the Risk Cemmittee

Gillian Kent
Chair of the Risk Committee

17 April 2023
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Nomination Committee Report

“The Nomination Committee remains committed tc ensuring that the Company's
leadership is, at all times, appropriately constituted to oversee THG's cantinued
growth and deliver on its value creation plans. Further independent NED
appointments are therefore expected during 2023 as we continue to enhance
and strengthen the Group's governance standards and infrastructure!”

Charles Allen,

Lord Allen of Kensington CBE

Chair of the Nomination Committee

Members and attendance

Commitiee member Position Attendance
Charles Alflen Chair’ 2/2

lain McDonald Member 6/6

Gillian Kent Member® 11

Zillah Byng-Thorne Former Member? 5/5
Dominic Murphy Former Chair* 4/4

1. Charles Allen was appointed Nomination Committee Chair on 10 June 2022.

2. Gillian Kent was appointed to the Nomination Committee upen her appaintment to the Board on 15 September 2022,
3. Zilish Byng-Thorne stepped down from the Board and as a member of the Nomination Committee on 15 Septernber 2022,
4. Dominic Murphy stepped down from the Board and as Nomination Committee Chair on 8 June 2022,

Having been appointed as Nomination Committee Chair in
June 2022, | would like to welcome you ta the Nomination
Committee Report for the 2022 financial year and convey
my gratitude to my predecessor, Deminic Murphy, for his
strong leadership of the Committee since the IPQ and

to Zillah Byng-Thorne for her contribution as a

Committee member.

As we indicated in the 2021 Annual Report, Board
composition was expected to be a key focus throughout
2022 and, pleasingly, significant progress was made

in this regard. Acknowledging my mandate to improve
independence and diversity and heeadful of the Committee's
responsibility to keep the structure, size and make-up of
the Board under ongoing review, a successful recruitment
process was undertaken which resulted in the sppointment
of two independent NEDs during the year with certain
Executive Directer changes alsc taking place in January
2023 (further information on which fallows).
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The Nomination Committee nonetheless remains mindful of
Code Provision 1, discussed in detail within the "Corporate
Governance Staterment” secticn of the Governance Report;
in conjunction with the Board, the Committee will continue
to seek alignment with this Code Provision as a matter of
priority during 2023 and having regard to, amongst other
things, the FCA's D&l targets (as incorporated within

Listing Rule 14.3.33R) and the need to ensure the necessary
succession plans ére in place and the Company’s
leadership is, at all times, properly constituted to oversee
the delivery of the Group's strategic aims and objectives,

In recommending any potential appointee, the Nomination
Committee recognises the importance of promoting diverse
and inclusive Board membership, but always comprising
individuals who are considered the right THG fit; and, in
line with the relevant Code Provision, appointments wilt
continue to be made on the basis of merit with potential
appointees assessed against objective criteria,



Role and responsibilities

To ensure it is well-placed to execute its principal
funetions within the Group's yuvernance intrastructure,
the Nomination Committes's Terms of Reference
incorporate the salient elements of the Code in

respect of Board appointments, orderly succession
planning and the aversight of a diverse succession
pipeline. Stated duties and responsibilities which

were considered and discharged, as appropriate,
(huughout the 2022 reporting period included:

. as noted above, the ongoing review of the
structure, size and composition (including the
skills, knowledge, experience and diversity)
of the Board and identifying and nominating
potential Beard appointees as required;

recornmending suitable SID candidates to the
Board (discussed in further detail in the "Board
compaosition” section which follows); and

reviewing Board and Senior Management succession
plans, taking into account both the challenges

and opportunities facing the Group and the skills,
experience and knowledge required within the
Company and the Board to effectively manage

and exploit such challenges and opportunities,

To ensure that suitable and timely Board and Senior
Management appointments are made, the Terms

of Reference expressly provide that the Nomination
Committee must remain abreast of strategic and
commercial issues affecting the Group and the markets
within which it operates, Accordingly, in additicn to the
Board strategy session which took place in November 2022
following the appointment of the new independent NEDs,
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Giffian Kent and Dean Moore, commercial knowledge
and insights were shared with all Board members on
an ongoing basis through the provision of sirategic and
market updates at scheduled monthly Board meetings.

Composition and meetings

Reflecting the equivalent Code Provision, the Mermination
Committee's Terms of Reference provide that a majerity
of its members must be NEDs who are independent in
character and judgement and free from any relationships
or circumstances which are likely, or could appear, to affect
their judgement. They further provide that the Nomination
Committee Chair should be either the chair of the Board
or an independent NED. Membership of the Committee,
as set out in the preceding table, therefore aligns with
these requirements, with the Nominatian Committee
Chair, Charles Allen, and Gillian Kent both deemed to be
independent upon appointment to the Board during 2022
{and as detailed within the "Board independence” section
of the Governance Report). Biographies of all Nomination
Committee members can be found on pages 108-110

of the Governance Report.

Whilst the Terms of Reference provide that at least two
Nomination Committee meetings must be hcld annually,
additional meetings may take place as either required by
the Nomination Committee Chair or as requested by any
Committee member should they consider it necessary and,
although attendance is restricted to Committee members,
others may be invited if considered appropriate and
necessary e.g. the CEQ and/or external advisers. During the
2022 reperting period, four scheduled meetings tock place
with two additional meetings cenvened to consider certain
changes to Board compesition and the Board recruitment
process more generally,

134



Annual Report 2022

Activities of the Nomination Committee

Board composition

As disclosed in the 2021 Annual Report, a review of the
Group's corporate gavernance arrangements identified
the need for an independent chair and Russell Reynolds
Associates, an independent search consultant, was formally
appointed to assist with the recruitment process, The
search for & suitable candidate was launched in the 2021
reporting peried and culminated in the appointment of
Charles Allen as Independent Chair on 22 March 2022,

As further disclosed within the 2021 Annual Report, in
recommending Charles Allen to the Board the Nomination
Committee had given robust consideration to candidate
shortlists and engaged in significant deliberations

around, for example, relevant experience, knowledge

and skillsets and whether shortlisted candidates could

pe viewed as the right THG fit! Face-to-face interviews
with shortlisted candidates were undertaken by members
of the Nemination Committee, and other NEDs and
members of Senicr Management participated in the
process to the extent considered appropriate.

In light of the Independent Chair's mandate to, amongst
other things, enhance governance and transparency

and refresh and strengthen the Board by improving

its independence and diversity, Board composition
remained an ongoing focus of the Nomination Committee
throughout 2022, Noting that two former independent
NEDs, Tiffany Hall and Deminic Murphy, stepped down
from the Board in the first half of the year, particular
consideration was given to overall independence

and the balance of Executive Directors / NEDs,

Leading recruitment consultancy firm Axon Moore was
engaged by the Company to assist in the search for
suitable independent NEDs, with a mandated brief which
acknowledged the benefits which a diverse Board could
bring and which sought to identify suitably skilled and
experienced candidates who aligned culturally with the
organisation. The executive chair and co-founder of Axon
Moore is David Mocre, a founder investor in the Company.
Aside from this connection, Axon Moore has no other
connections with the Company or individual Directors.

Fellowing an initial desk search and database review,
Axon Moore produced a longlist of potential appointees
which they subsequently refined to a shorthst following
an extended interview process, At the same time, the
Nomination Committee also drew up a shortlist of
potential appoeintees, comprising individuals who had
been recommended from the professional networks of
the independent NEDs, and thereafter members of the
Nomination Committee, wider Board and, as required,
Senior Management participated in interviews with
candidates from both the external and internal shortlists.

As with the process to appoint the independent Chair,

relevant experience, knowledge and skillsets were
considered key factors in identifying potential appointeas
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who were the 'right THG fit’ and, following detailed
discussions, the Nomination Committee recommended
both Gillian Kent and Dean Mcore as independent
NEDs. In line with the relevant provisions of both the
Code and the Committee's Terms of Reference, Gillian
Kent and Dean Moore were appainted, following
Board approval, on 15 September 2022 on the basis of
merit and as assessed against objective criteria, due
regard being had to the benefits of a diverse Board
{including with respect to gender). As noted in the
Governance Report, both of these NEDs possess
extensive sector-specific and PLC experience and
have demonstrable track records in business growth -
their knowledge and insight are considered invaluakle
as the Company seeks to develop and refine the
strategic drivers underpinning THG's future growth.

At the same time as Gillian Kent and Dean Mcore were
appointed 10 the Board, Zillah Byng-Thorne, former

SID, stepped down from the Board together with NED
Andreas Hansson. Pursuant to its Terms of Reference,
the Nomination Committee was therefore required to
consider suitable candidates for the role of SID, with
reference to the then-current composition of the Board
and the halance of Executive Directors / NEDs. Following
detailed consideration, Damian Sanders was identified

as a suitable candidate for the role of SID and his
appointment was approved on an interim basis as the
Company continued to monitor and reshape its leadership
to ensure it was properly constituted te drive lang-term,
sustainable growth and Shareholder value creation.

As a result of this ongoing review of THG's leadership
needs and the balance of skills, knowledge and experience
on the Board, the Nomination Committee thereafter
recommended certain changes to the Executive Leadership
Team - specifically, that independent NE[ Damian
Sanders assume the role of CFO and John Gallemore,

the incumbent CFO, remain an Executive Director and be
appointed to the newly-created, stand-alone role of CCO,
In light of the scale and pace of the Group's international
grawth since IPQ, the role of COO is now viewed as
integral in develcping and driving THG's glebal fulfilment
footprint and the implermentation of such changes would
allow John Gallemore, who had been covering both the
Finance and Operations functions, 1o focus solely on the
latter and continue to evolve and strengthen the Divisional
commercial and operating models. Further, the Nomination
Committee considered that Damian Sanders was ideally
placed to assume the role of CFG having acquired an
in-depth understanding of the Group, its People and its
culture during his two-year tenure as an independent NED,
including serving as interim SID, Audit Committee Chair
and chair of the Divisional Reorganisation Cammittee, and
also playing a key rofe in the internal recrganisation of the
Group's principal trading Divisions during 2021/2022,



In assuming the CFO position, Damian Sanders would
simultanecusly step down as interim SID and as chair and
a member of certain Board Committees. Accordingly, upon
reviewing Board composition and the balance of Executive
Directars / NEDs, the Nomination Committee agreed that
Dean Monre was a suitablo candidate for Lhe position of
SID and recommended his appointment, also on an interim
basis and until such times as a suitable long-term candidate
was identified {with reference to future independent

NED appeointments). The Nomination Committee's
recommendations were duly considered and approved

by the Board and took effect from 24 January 2023.

As also required under its Terms of Reference, the Nominaticn
Committee considered Board compaosition and the
performance of individual Directors in advance of the 2022
AGM and, following the requisite deliberations, recommended
to the Board that all Directars be put forward for annual
election or re-election (as appropriate) by Shareholders.

Board Committee composition

Board Committee membership was updated at various
points during 2022 to reflect the NED changes which took
place throughout the year and, as mandated, the Nomination
Committee was responsible for making recommendations to
the Board in respect of such membership (where appropriate,
following consultation with the relevant Board Committee
Chair}, In making such recormmendaticns, which were ultimately
accepted and implemented by the Board, the Nomination
Committee took into account not only the specific skillsets and
experience of individual NEDs but alse the time commitrment
expectad of them and their external commitments.

The Board Committee changes which took place during

2022 are detailed within the respective Board Committee
Reports on pages 123-157 together with current Board
Cemmittee composition, but key changes included the
appointments of Gillian Kent and Dean Moore 1o, respectively,
Risk Committee Chair and Remuneration Committee Chair
upon their appointments to the Board an 15 September 2022
and, following Damian Sanders' appointment to CFO, Dean
Moore's appointment to interim Audit Committee Chair and
Related Party Committee Chair on 24 January 2023,

As the Board currently comprises only two independent
NEDs, Gillian Kent and Dean Moore (excluding the Chair),
this has resulted in the non-satisfaction of the membership
requirements of the Audit Cammittee and the Risk Committee
since the date of Damian Sanders' appointment as an
Executive Director, This position is temporary and expected
only to continue until the appointment of at least one new
independent NED in the coming months which will ensure
that the applicable membership requirements are satisfied
under the Code and the Terms of Reference of these Board
Committees, Throughout 2023 the Nomination Committee,
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in conjunction with the wider Beard, will continue its search
for additicnal independent NEDs to further enhance the
composition and diversity of the Board and establish

a robust succession pipeline,

DBoard evaluation

The annual Board evaluation is considered a vital corperate
governance tool which serves to both erhance Beard
effectiveness and maximise Company/Group performance.
In recognition of this, and whilst only strictly applicable to
FTSE 350 companies, the Company previousty committed
to undertaking an externally facilitated review within three
years of Admission, in addition to conducting the annual
performance evaluation of the Board, the Board Committees,
the Independent Chair and individual Directors.

The Company engaged a third party during 2021 to provide an
onling digital platform through which it undertook a formal and
rigorous Board evaluation in the first quarter of 2022 (the "2021
evaluation”), The 2021 evaluation was aligned with best market
practice and the content tailored, as appropriate, to the particular
requirements of the Company, with specific reference tc Matthew
Moulding's then-dual role of Company chair and CEC. The
decision was taken to continue to utilise this platform for Board
evaluation purposes and a second evaluaticn took place at the
end of the 2022 reporting pericd (the "2022 evaluation”}, Whilst
the content of the 2022 evaluation was substantially similar

to the 2021 evaluation, the principal differences related to the
appointment of the Independent Chailr during 2022 and the clear
division of responsibility established between the leadership

of the Board and the executive leadership of the business.

An area highlighted for consideration in the 2021 evaluation
related to the form and content of menthly Board meetings,
Whilst this is considered in more detail within the "Board
meetings and activities” section of the Governance Repart on
pages 1056-122, changes effected during the course of 2022 to
address evaiuation feedback included streamlining Board pack
content and the standard Board agenda, Senior Management
presenting on a "taken as read” basis and, it line with the
Company's angoing PLC transition, the introduction of regular
"deep dives” into key Divisional and/or Group topics on which
Directors have requested further insight/discussion.

Whilst the 2022 evaluation outcomes remain subject to
consideration at the date of this Annual Report, Board meeting
form and content again appear as a theme; for example,
suggestions include an increased focus in Board discussions
or Group strategy and the evolution of the business model and
the further refinement of Board packs from an operational and
financial reporting perspective. Improved scoting is evident in
areas of the 2022 evaluation relating to value creation and
strategy, albeit macroeconomic conditions are recognised
as having impacted strategy delivery during the year.
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The 2022 evaluation outcomes in respect of the Independent
Chair are reflective of the feedback generated through the
annual SID-led appraisal which took place amongst the
NEDs at the end of 2022; the strong experiencs, commercial
knowledge and facilitative and inclusive manner of the
Independent Chair were acknowledged in both the NEDs'
discussion and the 2022 evaluation, together with the
governance improvements implemented during their tenure
to date. Notably, certain of the 2022 evaluation outcomes
specifically acknowledge that the Board is in transition and
suyyesl il vuuld be enbianiced by Increased diversity and

the addition of particular skillsets {e.g. e-commerce and/or
technology), thus aligning with the Nomination Committee's
key recruitment priorities.

Diversity and inclusion

Pursuant to its Terrns of Referenee the Nomination
Committee must ensure that the promotion of diversity,
including (but not limited to} diversity of gender and
social and ethnic backgrounds, is a key consideration
when reviewing leadership appointments and succession
planning and, in conjunction with the People team, is
expected to take an active rale in setting and monitaring
Group diversity objectives and strategies, Indeed, the
Nomination Committee recognises and embraces

the benefits attendant in a diverse Board (and Senior
Management) membership and, to the extent practicable
and appropriate, is committed to building upon the Group's
robust commitment in this area. This is evidenced by the
aforementioned NED recruitment brief, the parameters

of which not only recegnise the need to identify suitably
skilled and experienced candidates but also take into
account the FCA's D& targets (as incorporated within
Listing Rule 14.3.33R), Whilst the search for independent
NEDs remains ongoing, challenges have been encountered
t0 date identifying suitable candidates who also satisfy
the diversity criteria,

More generally, as a Disability Confident Committed
employer, the Company must ensure that its recruitment
processes are inclusive and accessible, including any
recruitment activity undertaken from a Board and Senior
Management perspective. Recruitment will therefore
continue on a meritocratic basis and founded on the principle
of fairness for all and with due regard to the D&I targets
contained within the 2030 Sustainability Strategy, further
details on which are contained in the “Sustainability” section
of the Strategic Report on pages 71-73. Key strategic targets
under THG x Planet Earth include achieving 50% female
representation and at least 15% ethnic minority representation
on the Board and in Senior Management by 2030,

To ensure the Nomination Committee {and the Beard
collectively) remains suitably apprised of material People
issues (including D&l items) to allow it to effectively
discharge the responsibilities incumbent upon it, the Group
Talent Director, who has ultimate oversight of, amongst
other things, general workforce diversity, attends scheduled
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Board meetings to provide regular on-topic updates,
Further and as previously discussed within this Annual
Repart, the Group launched its new D&l Strategy during
2022 with the abjective of building upen its approach to
D&I at every level within the organisaticn and becoming
an industry pioneer in driving social change. It is anticipated
that the Group's D&I Committes, founded as a platform
through which to improve the employee journey and
establish a truly inclusive Group environment, will be
instrumental in driving the progression of the Strategy
throughout the organisation.

Further information on the Group's approach to D&,
including strategy, associated objectives and related
employee initiatives, is contained within the Governance
Repaort and in the "Empowering people and communities”
section of the Strategic Report. The diversity disclosures
required pursuant to section 414C of the Companies

Act can be found within the “Qur peaple” section of the
Strategic Report,

AGM

As in previous years, the Nomination Committee is
scheduled to convene ahead of the AGM to review overall
Board composition and, pursuant to its Terms of Reference,
the continuation (or otherwise) of individual Directors, with
reference to their performance and ability to contribute to
the Board in light of the knowledge, skitls and experience
required. Following due and careful consideration of all
relevant factors, including (but not limited to) the time
committed to discharge the responsibilities incumbent
upon them as Directors, the Committee will make its
recommendations as to whether Directors should be

put forward for election or re-election (as appropriate)

by Shareholders,

On behalf of the Nomination Committee

Charles Allen,
Lord Allen of Kensington CBE
Chair of the Nomination Committee

17 April 2023
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Related Party Committee Report

"The Related Party Committee ensures that strong
governance is in place and that any transactions
classified as a ‘Related Party Transaction' are approved.
The key objective is shareholder value protection!

Dean Moore

Chair of the Related Party Committee

Members and attendance

Committee member Position Attendance
Dean Moore Char' 1/1

Gillian Kent Member? n/a

Damian Sanders Former Chair? 6/8

Zitlah Byng-Thorne Member* 5/5

1. Dean Moore was appointed @ rnember of the Related Party Committee upon his appointment to the Board on 15 September 2022, He thereafter assumed
the position of Related Party Committee Chair or 24 January 2023 when Damian Sanders stepped down upon his appointrment as an Executive Director.

2. Gillian Kent was appointed a member of the Related Party Committee on 24 January 2023.

3. Damian Sanders, previously a8 member of the Related Party Committee, assumed the position of Chair on 15 September 2022 when Zillah Byng-Thorne
stepped down from the Board and as Related Party Committee Chair, He thereafter stepped down as Related Party Committee Chair upon his appaintment
as an Executive Director on 24 January 2023 and was replaced by Dean Moore, a member of the Committee and interim SID.

4, Zillah Byng-Thorne stepped down from the Board and as Related Party Committee Chair on 15 September 2022 and was replaced by Damian Sanders,

a member of the Committee and the then interim SID.

| have pleasure in intraducing the Related Party Committee
Repart for the 2022 financial year. Having been appointed
as Committee Chair earlier this year, | would like to take
this opportunity to restate the Committee’'s commitment to
ensuring that all Related Party Transactions remain subject
to robust evaluation prior to approval {or otherwise) and

to confirm that the requisite governance arrangements are
in place to allow for the full and effective oversight of both
existing and potential conflicts of interest.

As disclosed in previous Annual Reports, prior to Admission
to the London Stock Exchange, THG divested the Propco
Group, which owns property assets occupied and utilised

by the Company and its operating businesses. As the
Propco Group is wholly owned by Matthew Moulding,

the CEC and a major shareholder in the Company, the
divestment was overseen and approved by the independent
NEDs to ensure both actual and potential conflicts

of interest arising from the transaction were properly
managed and resolved. Whilst the lease arrangements
which operated between the Propco Group and THG and
its operating businesses prior to the Propco Transaction
were unchanged by the divestment in 2020 and continue to
remain in place, certain changes took place during the 2022
reporting period which are explained in further detail below.
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Compaosition and meetings

In recognition of the Related Party Cornmittee’s key
governance function, its Terms of Reference provide that
members must be independent NEDs who are appointed
by the Beard upon the recommendation of the Nomination
Committee {and in consultation with myself as Committee
Chair). Current Committee membership is set out in

the preceding attendance table and, as noted above,

| assumed the position of Committee Chair when Damian
Sandors slopped down fram the Committee following his
appointment as an Executive Director in January 2023,

The Terms of Reference provide that meetings of the
Related Party Committee are held at such times as the
Committee Chair reguires, although any member of the
Committes may request a meeting if they consider it
necessary. As can also be seen from the attendance table,
six meetings of the Related Party Committee took place
during the 2022 tinancial year, in February, March, two
meetings in May, August and October, at which certain
salient matters were subject to detailed consideration
{please refer to the section below entitled "Activities

of the Related Party Cammittae™). Whilst only members
are entitled to attend Committee meetings, the Terms
of Reference provide that others, including external
advisers, may attend by invitation when considered
necessary and appropriate.

Role and responsibilities

As detailed within its Terms of Reference, the key function
of the Related Party Committee is to oversee and approve
{where appropriate) the terms of any Related Party
Transaction and 1o ensure that any such arrangement is
conducted on standard commercial terms and at arm's
length. The Related Party Committee is cognisant of

the critical role which it plays within THG's corporate
governance infrastructure and, as required by its Terms of
Reference, has regard to certain mandated factors when
assessing any Related Party Transaction {such as whether
the Related Party Transaction can be viewed as fair and
reasonable and in the best interests of the Group (including
from the perspective of the Company and minority
sharehclders)).

Whilst the Terms of Reference provide that Related Party
Transactions may not be authorised or implemented by
the Board unless they have been positively recommended
by the Related Party Committee, they do contain a caveat
to this default position; specifically, if deemed to be in the
best interests of the Company, the Board may resolve
that the Committee’s views are not binding but rather of

a recommendary nature in respect of certain categories
of Related Party Transactions, Noting the important role
which the Related Party Committee plays within the
Group’s governance framework, the importance of ensuring
the Carmmittee is operating to maximum effectiveness

is acknowledged and this is managed through Board
discussions and the annual Board and Board Committee
evaluation exercise.

139

Activities of the Related
Party Committee

In addition to the ongoing oversight and approval (where
appropriate) of Related Party Transacticns, the Committee
gave specific consideration to the following matters during
the 2022 reporting period and in the period up to the date
of this Report:

Oriicers of the Compatiy

As noted in the 2021 Annual Report, officers of the Propco
Group were then also officers of the Company and certain
of its subsidiaries. Acknowledging the conflict of interest
that may arise from such a positicn, the decision was taken
to resolve this crossover in officer appointments by 31
December 2022, The necessary action was taken during
the reporting period such that Propco Group officers are
now fully independent of the Group,

Separation of the Group

To ensure the relevant property interests (leases) sat
within the appropriate division following the internal
Group reorganisation which completed during the 2022
financial year, consent was required to be sought from the
Propco Group to reassign and sublet a number of lease
agreements to alternative Group entities. The Related Party
Committee challenged whether this proposal would involve
variations to the existing lease agreements (including in
respect of rent payable by the Group), It was confirmed that
no variations would be required and thereafter the Committee
approved the proposal 1o seek the relevant consent.

Capital expenditure

Capital expenditure incurred by the Company on properties
leased from the Propco Group - the rationale for the spend
incurred in the year and the nature of the work completed,
ensuring this was appropriate and expenditure expected

of a tenant. The Committee concluded that the nature of
works and level of spend were appropriate,

Sehedule of leases

The leases in place were entered into prior to divestment

of the Propco Group to Moulding Capital which preceded
the IPO and therefore prior to the formation of the Related
Parties Committee. A summary of all such leases and terms
was presented to the Committee The leases and terms
therein were reviewed,

A summary of the rent payable together with the market
rent at inception was also reviewed, Actual rent at the time
of inception varied when compared with market rent at this
time. The Committee subsequently reviewed current market
rent information provided by THG Property specialists and
concluded that the actual rents were apprepriate when
reviewed across the Portfolio.



Management charge

Under the terms of a Master Services Agreement ("MSA”),
a management charge is levied upon the Propco Group
by TG for the pravisian of specilied services. The MSA
was updated during the reporting pericd to reflect the fact
that certain processes, historically performed by THG on
behalf of the Propco Group, would gradually be transferred
over to the Propco Group, The Related Party Committee
considered this change in arrangements between THG
and the Propco Group was satisfied this increasard the
independence of Propco and thereafter approved the
revised charge due under the MSA,

Other rtems

The Related Party Committee approved the details of
the Company's charitable donation to The Moulding
Foundation, The charitable donation is paid by the
Company in lieu of Matthew Moulding waiving as
much of his annual salary as is legally permissible.

The Committee approved the purchase of fixtures and
fittings from Propeo where costs had been paid by MCL on
behzlf of THG in respect of a fitout of one of the properties
leased by THG. An extensive review was completed by
management and presented to the Committee to ensure
that all assets were in existence and that all assets were

in use by THG. All assets were then agreed tc invoice and
physical existence verified. In addition, legal specialists

and property specialists were engaged to ensure that

this transaction was completed on an arms-length basis.
Following completion of this work and after approval

by the Related Parties Cammittee the amount was
recognised as an amount owed to related parties {note 27),

On behalf of the Related Party Committee

wos

Dean Moore
Chair of the Related Party Committee

17 April 2023

THG
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Sustainability Committee Report

"The Sustainability Committee plays a crucial role in ensuring the business
is delivering its Sustainability Strategy, THG x Planet Earth, and wilt
continue to oversee future progress towards medium and leng-term
targets, An enhanced understanding of its environmental and social
impact allows THG to create value and opportunities far stakehnlderg

across the Group's value chain!

lain McDonald

Chair of the Sustainability Committee

Members and attendance

Commitiee member Position Attendance
lain McDonald Chair 5/5

Staven Whitehead Member! 4/5

Philip Pratt Member? 5/5

Tiffany ! lall Former Member? 111

1. Steven Whitehead sits on the Sustainability Cormmittee in his capacity as Group Commercial Director.

2. Prior to his departure from the Company at the beginning of 2023, Philip Pratt sat on the Sustainability Committee in his capacity s Chief Sustainability Cfficer.
Since his departure Philip Pratt has continued to serve as a member of the Committee but in the capacity of external sustainability adviser to the Committee.

3. Tiffany Hall stepped down from the Board, and as a member of the Sustainabiity Committee, on 18 Mairch 2022

As Chair of the Sustainability Committee and on behalf
of the Board, | am delighted to onee again introduce

the Sustainability Committee Report for the 2022
reporting period. Last year THG published its 2030
Sustainability Strategy, THG x Planet Earth, which
represented a significant step in defining the Company's
key sustainability-related pricrities and goals and which,

importantly, also included medium and long-term targets.

As Sustainability Committee Chair, | am very pleased to
note that during 2022 good progress was made towards
achieving the Group's key sustainability targets, further
information on which can be found in the “Sustainability”
section on pages 57-73. Notable milestanes include:

- submission of THGs net zero targets for validation
by the SBT;;

. defining of THG own-brand packaging roadmaps;

. continuation and improvement in supply chain
mapping and ethical supply chain roadmap;

establishing THG Eco with a primary focus
on climate action; and

approval of THG's first Social Impact Strategy.
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Composition and meetings

The Sustainability Committee's Terms of Reference provide
that the Committee should comprise a minimum of three
members, at least one of whom should be a NED, with
any two Committee members required for a quorate
meeting. Members of the Committee are appointed by
the Board, upcon the recommendation of the Nomination
Committes, and whilst, collectively, the Committee must
possess the competence relevant to the sectars in which
the Company operates, individual members must also
have the skillsets and experience relevant to Sustainability
Committee membership. In satisfaction of the relevant
provisions of the Terms of Reference, membership of the
Sustainability Committee currently comprises myself, lain
McDonald, a NED and Sustainability Committee Chair,
Steven Whitehead, Group Commercial Director and Philip
Pratt, former Chief Sustainability Officer and now external
sustainability advisor to the Committee. As detailed above,
Tiffany Hall, a former NED, was also a member of the
Committee during the reporting periad until she stepped
down from the Board cn 18 March 2022.



Whilst the Terms of Reference mandate that at |east three
Sustainability Committee meetings must be held annually,
and at such cther times as the Sustainability Committee
Chair may require, five meetings took place during 2022,
with member attendance set out in the foregoing table.
As detailed in the 2021 Annual Report and in recognition
of the Group's robust sustainability targets and
commitments, it is expected that the Committee will
continue to convene in excess of the stated requirements
during the current financial year.

Additionally, any Sustainability Committee member may
request a meeting of the Committee if they consider it
necessary and, whilst only members of the Committee (and
any individual entitled to be present as an observer) have
the right to attend Committee meetings, other external
advisers rmay be invited to attend when appropriate,

The Committee also has Board authority to secure the
attendance of any other person as and when caonsidered
necessary, During 2022, the Chief Risk Officer, the General
Counsel and Company Secretary, the Procurement Director
and the Group Director of HSE regularly attended meetings
at the request of the Committee, along with other members
of Senior Management,

Role and responsibilities

The role of the Sustainability Committee is narrated within
its Terms of Reference which clarify that its overarching
purpose is to ensure that the Group has appropriate and
effective strategies, policies and operationat controls in
place to allow its business to be conducted in a responsible
manner and to ensure accountability in respect of
performance against the 2030 Sustainakbility Strategy and
applicable targets. The specific duties of the Committee

are detailed within the Terms of Reference and include
responsibilities such as reviewing and monitoring:

the Group's strategies, policies and targets in relation
to, for example, energy and carbon management,
climate change, waste and recycling;

Senior Management’s assessment of the health,
safety, security, environmental and social impacts
resulting frorm the Group's operations, with particular
regard to the impact on its employees, suppliers,
contractors and host communities; and

the Group's systems for compliance with applicable
envircnmental/sustainability-related legal and
requlatory requirements and performance against
those requirements,

To ensure the full and effective discharge of its duties,

the Terms of Reference provide that the Sustainability
Committee will have access to such sufficient resources as
are necessary (including advice and assistance from Group
Secretariat or the specialist support of external advisers).

THG

Activity during the year

The Committee has a number of standing agenda items which
it considers in line with its Terms of Reference including:

reviewing internal reports on progress towards
set targets and KPIs in support of the 2030
Sustainability Strategy and agreeing further
targets and KPIs where appropriate;

assessment, benchmarking and recommendations on
policies, processes, and procedures for sustainability;

overseeing the Group's conduct with regard to its
corporate and societal obligations, including reviewing
THG's statement on Modern Slavery and Trafficking;

in conjunction with the Risk Committee, reviewing
Climate Change, Environmental and Social
Responsibility as a principal risk to ensure relevant
sub-risks are identified and the necessary actions
taken to mitigate these risks; and

- monitoring and reviewing processes for the risk
assessment of corporate responsibility, sustainability,
and compliance and ethical conduct.

Activities of the
Sustainability Committee

A summary of the key activities undertaken by the
Sustainability Committee during the 2022 financial
year is as follows:

- sustainability linked remuneration targets for the
Executive Leadership Team reviewed and recommended
to the Remuneration Committee for approval,

- review of the Group's baseline Scope 1, 2 and 3
emissions, setting net zero targets for submission

to the S8Ti for validation;

ethical supply chain update and supplier survey
results review;

approval of Social Impact Strategy and updated
D&l Strategy:

circularity and plastics action plan update,

. Investor Relations - ESG rating agencies
perspectives update;

TCFD and non-financial reporting regulations
compliance update;

THG Eco business model and route to market update;
and

HSE review and progress update.

142



Annual Report 2022

Focus for 2023

During the curnient linancial year, it iz anticipated that
key areas of facus for the Sustainability Committee will

be as follows:
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oversee and make recommendations to the
Executive Leadership Team and the Board

for Actions to be taken in respeact of the Group's
sustainability, ethics and compliance strategies,
policies, programmes, and activities;

take a proactive approach in anticipating

and preparing for non-financial legislative

ar regulatory changes and reviewing processes
to ensure compliance;

undertake the bi annual review of the 2030

Sustainability Strategy, objectives, and targets; and

monitor and review progress relating to TCFD,
particularly in understanding potential risks
and uncertainties based on outcomes of the
scenario analysis,

On behalf of the Sustainability Committee

j~mQ)l

lain McDonald
Chair of the Sustainability Committee

17 April 2023
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Directors’ Remuneration Report

“The Remuneration Committee is committed to ensuring that the
Company's leadership is suitably motivated and incentivised to
succassfully implement the Company's strategy, in turn delivering
fong term, sustainalle growth for stakeholders, and the current
Remuneration Policy has been designed 1o support these objectives!”

Dean Moore

Chair of the Remuneration Committee

Members and attendance

Committee member Position Attendance
Dean Moaore Chair’ 11

lain McDonald Member 6/6

Gillian Kent Member? n/a

Damian Sanders Former Member? 6/6
Cominic Murphy Former Member? 3/4

Tiffany Hall Former Member® 3/3

1. Dean Moore was appointed Remuneration Committee Chair upon his appointment to the Board on 15 September 2022,

2, Gillian Kent was appointed to the Remuneration Committee on 24 January 2023 when Damian Sanders stepped down as a member upan his appointment
as an Exscutive Director,

3. Damian Sanders was appointed Remuneration Committee Chair an an interim basis on 18 March 2022 but stepped down from this pesition upon Dean
Moore's appointment to the Committee on 16 September 2022. He thereafter stepped down as a member of the Committee upon his appointment as an
Exgcutive Director on 24 January 2023,

4, Deminie Murphy stepped down from the Board and as a member of the Remuneration Commiltee on 8 June 2022.

5, Tiffany Hall steppad down from the Board and as Remuneration Comrmittee Chair on 18 March 2022, Damian Sanders assumed the position of Chair on an
nterim basis from this date until Dean Moore's appointment on 18 September 2022,

As the racently appointed Chair of the Remuneration This Directors’ Remuneration Report has been prepared in
Committee, | am delighted to introduce the Directors' accordance with The Large and Medium-sized Companies
Remuneration Report for the 2022 financial year and and Groups (Accounts and Reports) Regulations 2008 (as
would like to thank Damian Sanders for assuming the role amended), the Listing Rules and the Code and is divided
of Chair on an interim basis, and leading the Committee, into three sections:

in the period prior to my appointment. | would echo

Damian's sentiments in the 2021 Annual Report that the . this annual statement from me, the Remuneration
Remuneration Committee remains committed to ensuring Committee Chair;

that the Group's leadership is appropriately motivated

and incentivised to deliver long-term sustainable growth - the Remuneration Policy; and

for Shareholders, noting that a key component of this is

ensuring that the Group continues to attract and retain - the Annual Report on Remuneration which

talent with the knowledge and skillsets required to details payments made to Directors in the 2022

maximise the organisation’s performance and success. reporting period and which is subject to an advisory
Shareholder vote at the forthcoming AGM.
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Composition and meetings

The Terms of Reference provide that the Remuneration
Committee must comprise not less than three NEDs, the
majority of whom must be independent, who are selected

by the Board on the recommendation of the Nomination
Committee and in consultation with the Remuneration
Committee Chair {who must alsc be an independent NED).
With the exception of lain McDonald, all Remuneration
Committee members are deemed to be independent and it is
considered that current mambership ensures the Committee
is well-placed to operate at maximum effectivenass, Whilst
recognising the Code's position that only independent non-
executive directors should sit on a company's remuneration
committee {(and as discussed further in the Corporate
Governance Statement an page 107), the Board does

not consider that it would be in the best interests of the
Company and its stakeholders for lain McDonald to step
down from membership ¢f the Committee at the present
time. In addition to the fact that the Board currently comprises
only two independent NEDs, both of whom are members

of the Committee, the Board believes that lain McDonald's
extensive remuneration experience is not only a valuable
addition to the Remuneration Committee but also serves to
enhance its averall balance of knowledge and skiflsets. It is
therefore anticipated that lain McDonald's membership of the
Remuneration Committee will continue for the time being,
albeit the matter will be kept under ongoing review with
regard to, for example, the timing and independence

of fliture Board appointees,

As detailed above, Tiffany Hall stepped down from the
Board and as Remuneration Committee Chair on 18 March
2022, Damian Sanders assumed the position of Chair at this
time on an interim basis until Dean Moore was appointed
to the Board and as Remuneration Committes Chair on

15 September 2022, Damian Sanders remained a member
of the Committee until his appointment as an Executive
Director on 24 January 2023, at which point Gillian Kent
assumed membership of the Committee, Dominic Murphy
was also a member of the Committee during the 2022
reporting period until he stepped down from the Board on
8 June 2022.

A summary of these changes, together with the other Board
changes which took place during 2022, is as follows {with
further details included within the Governance Report):

r’:‘i‘iér NED Appointment  Resignation Date

Tiffany Hall N4 18 March 2022
Charles Allen v 22 March 2022
Dominic Murphy N4 08 June 2022
Giilian Kent v 15 September 2022
Dean Moagre ¥ 15 September 2022
Zillah Byng-Throne v 15 September 2022
Andreas Hansson N4 15 September 2022
Damuan Sanders n/a n/a 24 January 2023

1. This is the date on which Damian Sanders stepped down as a NED and
was appointed an Fxeritive Dirpetar,
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At least two Remuneration Committee meetings must take
place annually and at such other times as required by the
Remuneration Committee Chair or as requested by any
Committee member should they consider it necessary. The
Remuneration Committee met on six occasions during 2022,
with member attendance set out in the foregoing table.

The Terms of Reference provide that whilst anly Committee
members are entitled to attend these meetings others, such
as Senior Management and external advisers, may be invited
to attend as and when considered appropriate, as was the
case during the reporting pericd.

Role and responsibilities

As detalled within its Terms of Reference, a primary
responsibility of the Remuneration Committee is to
determine the remuneration package of Executive Directors
and the Independent Chair. More generally, it is the
iesponsibilily of the Remuneration Committee to ensure that
remuneration practices and policies support the Group's
strategy and promote its long-term sustainable success,
Other key duties of the Committee, as detailed within the
2021 Annual Report, include:

approving the design of, and determining targets for,
any performance-related pay schemes operated by the
Company and the payrments made thereunder;

exercising its use of discretion, where appropriate, to
override formulaic remuneration cutcomes;

reviewing the ongoing appropriateness and relevance
of the Remuneration Palicy (further details on which
follow), together with the approach to implementation,
in the context of pay policies and practices across

the wider warkforce and the Group's culture,

while consulting with, and seeking approval from,
Shareholders {and other stakeholders) as appropriate;
and

reviewing and having regard to pay an¢ employment
conditions across the Company and/or Group as & whole,
including those of the Executive Leadership Team,

Remuneration Policy

To ensure the Rermuneration Policy was suitably future-
proofed for the medium term certain amendments were
proposed at the 2022 AGM, including the incorporation

of a market standard shareholding requirement for future
Executive Directors and the introduction of a LTIP to allow
awards to be granted to certain Executive Directars and thus
maximise alignment with long-term Shareholder interests,
Whilst these amendments were approved by Shareholders,
the Remuneration Committee will, as mandated, continue to
review the ongoing suitability of the Remuneration Policy to
ensure it remains fit for purpose and evolves as required.



2022 remuneration outcomes

The Remuneration Committee operated the Remuneration
Molicy broadly s inlended during the 2022 reporting period,
with the exception that no performance-related pay awards
were made in 2022, In light of the global magroecanomic
environment both Matthew Moulding and John Gallemore
opted to waive their entitlement to participate in the annual
bonus plan for the 2022 reporting period (as in prior years).
Further, whilst the introduction of a LTIP was approved by
Shareholders at the 2022 AGM, the decision was taken to
refrain from making any awards under it for the same reason.

No salary increases were awarded during the 2022

reporting period and, as was the case for the 2021 reporting
pericd, Matthew Moulding waived as much as was legally
permissible of his base salary in return for the Group making
a charitable donation of similar value, John Gallemore also
walved as much as was legally permissible of his base salary
in return for the Group making a charitable donation of
similar value for the period 1 January 2022 to 30 June 2022,
after which he was paid his narmal contractual salary.

Remuneration for 2023

The Remuneration Committee intends to implement
the Remuneration Palicy during 2023 as follows:

Base salary

A key activity of the Remuneration Committee during 2022
was the consideration and approval of the remunsaration
package for Damian Sanders following his appaintment to
the role of CFO on 24 January 2023. Remuneration for this
role will be operated in line with the Remuneration Policy,
with a base salary of £500000 per annum being payahble
from the date of his appointment,

No salary increases will be awarded to Matthew Moulding
or John Gallemore for the 2023 reporting period,

Annual borus

Areview of THG's sustainability strategy was undertaken
during 2021, involving robust engagement with investors,
partners and wider stakehalders, to ensure the Group

had appropriate and effective strategies, policies and operational
controls in place to conduct its business in a responsible
manner (including performance against the 2030 Sustainability
Strategy and in relation to ESG matters more generally). From

a remuneration perspective, a notable outcome of this review
was the setting of sustainability-linked objectives. From 2022
onwards, sustainability-linked objectives will be assessed in the
annual bonus scorecard for the CEO, members of the Executive
Leadership Team and Seniar Management.

In ling with the Remuneration Policy, annual bonus awards
will be granted with a maximum opportunity of 100% of base
salary for each of Mallhew Moulding, John Gallemore and

THG

Damian Sanders. The measures and weightings for the 2023
bonus awards will be:

. Croup Sales (20%);

- Group adjusted EBITDA (30%);

. Free Cash Flow (25%;), and

. Strategic objectives including ESG metrics (25%).

L

In line with the Remuneration Policy, the Remuneration
Committee intends to grant awards of 250% of base salary
to each of John Gallemore and Damian Sanders under the LTIP
during 2023. Awards will be subject to stretching financial and
strategic performance targets which will be disclosed at the time
of grant and measured over a three-year period, with & further
two-year post-vesting holding period applying in line with the
relevant Code requirement and market best practice,

Consideration of stakeholder vietws

Prior to annually reviewing the remuneration of the Executive
Directors, the Remuneration Committee considers pay,

benefits and share scheme practices for employees across

the Group. Whilst no direct workforce engagement tock place
in respect of the Remuneration Policy changes which were
approved at the 2022 AGM, the adoption of a LTIP for Executive
Directors is aligned with the approach to Senior Management
remuneration. The Group is committed to promoting and
maintaining good relations with employees and, where relevant,
their representative bodies as part of its broader workforce
engagement strategy and intends to enhance the level of its
remuneration-specific engagement over the course of 2023.

AGM

| very much look forward to meeting with Shareholders at
the forthcoming AGM to discuss any queries or comments
on this Directors’ Remuneration Report or on Group
remuneration matters more generally. If necessary, | can
be contacted in advance of the AGM, via the Company
Secretary, to discuss any more pressing remuneration
questions which Shareholders may have.

On behalf of the Remuneration Committee

Ded A

Dean Moore
Chair of the Remuneration Committee

17 April 2023
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Remuneration Policy

Introduction

As detailed above, certain amendments to the
Remuneration Policy were approved by Shareholders
at the 2022 AGM (with 99.88% of votes in favour),
with the amendments to the Remuneration Policy
becoming effective upon approval,

A sumrnary of the Remuneration Policy is set out
below for reference to assist with the understanding
of this Directors’ Remuneration Report, Full details
of the Remuneration Policy can be found on

pages 183-133 of the 2021 Annual Report.

Component Gperation Gpportunity Performance
and objective measures
Base salary Generally reviewed cach year, with Salaries in respact of the year nia
increases effective 1 January, Lnder review {and for the following
year} are disclosed in the Annual
To enable the Group Repor muaneration,
to attract, motivate Salary levels take account oft ppert on Rem.reration
and retan the salaries at FTSE cempanies of broadk Salary 1ncreases for Execut ve Directors
people it needs to ) P Y ; . & of th
tretimise the vale similar size or sector to THG, wUI normally not exceed tho;e of the
of the business - salary ncreases across tha wider workfurce o‘yer thelpenod;h\s
rest of the UK businass: Bemuneratwon Palicy applies. Where
increases are awarded in excess of
- role, personal performance the wider employee population, the
and experience; and RemLheration Committes will provide
- business performance and tne rationale in the relevant year's Annual
he external enviranment. Report on Remaneration (e.g. i there is
a miaterial change in the responsioility,
size or complexity of a role).
There I1s no fixed maximun,
Pension Executive Directors receive pension contributions Exccutive Direciors recewe a Company n/a
erther as a direct payment or a cast allowance. contribution of & maximum in line
X with the wider warkforce for the
To D’QV'de alevel Base salary s the only element of relevant country. THis 1s currently
of retirement b_enef:r remuneration that is pensionable. set at 3% of pensionable salary
i::tr‘es\ec\?ar:?ig‘r‘:(itn for UK Executive Directors.
Pens:onacle salary is detemined in
tne with the appraach taken far the
wider workforce which 1s currently
in lime with auto-enralment levels,
Benefits Execut ve Directors may be provided with Benefits may vary by role and the level is n/a

To provide & level
of benefits that is

in ¥ne wrh relevant
market practice

medical insurance benefits, permanent health
insurance and life assurance.

Other benefits, ircluding all employee share
schemes, may be Introduced from time

to time ta ensure the benefits package &
appropriately competitive and reflects the
needs and circumstances of the Group

and inchv dual Executive Directors,

determined each year to be appropriate
for the role and circumstances of
indivicual Executive Directors.

It is not anticipated that the cost of
benefits (as set out in <he Annual
Report on Remuneralion) will increase
matenally over the period for which
tn1s Remuneraticn Policy applies.

The Remuneration Commitee retains
e discretion to approve a migher

cost 1n exceptional circumstances (e.g.
relocation expenses or an expatriation
allowance on recruitrment) or in
crrcurnstances wheare factors outwith the
Group's control have changed matenslly
{e.g. market increases in iNsurarce costs)
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Component
and objective

Operation

Opportunity

THG

Performance
measures

Annual bonus

To focus Executive
Drrectars an
achieving demanding
annual targets
relating to Group
performance

Performance targets ae set at tne start of cach
financial year and aligned with the annual
buadget agreed by the Board. At the end of tne
financial year in question, the Remuncration
Committee determines the extent to which
these targets have been achieved.

50% of the total bonus payable 1s normally
paid in cash wath 5ned daforeod inonil cogt
options over Crdinary Shares, These options
are exercisable after three years, subject to
contirued employment and malus {in whale
or in part) during the deferral period in the
event of a matenal m sstatement in accourting
records, gross misconduct, calculation orror
or corporate failure. Cash bonuses may be
subject to clawback over the deferral period
in similar circumstances as identified above,

A payment equivalent to the dividends that would
have acgried on deferred honue awards that
vest may be made to participants on vesting,

Max mum oppartunity: 2009 of base
salary (with 50% defoerred into Ordinary
Shares vestirg after trree years).

Target cppartunity 50% of
madmum Opporiunity.

Threshold opportunity: at most,
207 Ul nggittiurm dpporiunity.

Matthaw Moulding and John Gallemore
will have a reduced opporunity of
100% of salary wrich will be payable
fully in cash. They also intend to waive:
any amounts which become payable
under the annual bonus scheme

in future years in liew of donations

to charity of a similar amount,

The bonus will be based on the
achievernent of f nancial and non-
financial performance targets which
may vary year-to-year but at loast
50% of the total opporturity will be
based on financial performance.

Details of the meagures anrd weinhting
on which the bonus will be based will
be disclosed in the relevant Annual
Report ort Remuneratior. If the
Remuneration Committee determines
cerlain targets to be deemed
commercially sensitive, the targets

will be disclused retrospectively.

The Remuneration Committec has
aiscretion to adjust the formulaic bonus
outcomes (including down to zero)
within the limits of the scheme if thir
formulaic outcome is not reflect ve of
underlying business performance.

LTIP

To incentivise
Executive Directors
whilst providing
alignment with
Shareholder interests

Awards are granted annually in the form of nil
cost octions ar condilional awards of Grdinary
Shares. These will vest at the end of a three-year
period subject to continued errployment and
satisfaction of the perforrmance conditions,

A further two-year holding penad
will apply post-vesting.

The Rernuneration Committes may
award divicend equivalents on awards
ta the extent tnat these vest.

Malus and clawback provisions will apply to
enable the Company to recover sums paid ar
withhold the payment of any sum in the event of 2
material misstatement resulting in an adjusiment
(o the audited consofidated accounts of THG

ar action or conduct which, In the reasonable
opinian of the Board, amounts to employee
misoehaviolr, fraud or gross misconduct.

Norrmally annual awards of up to
250% of base salary. In exceptional
circumstances, such as to secure an
external appointment or in specific
retenlion scenarios, an award of up to
300% of base salary may be made.

Matthew Moulding will not be
elgible to participate ir the L TIR.

The majonty of the awards will pe
based on financial metrics, with lhe
balance based on strategic rretrics.

The Remuneratior Commiltee retains
discretion, In exceptional circumstances,
1o change performrance measures
and targets and the weightings
attached to performance measures
partway through a performance
period If there & a significant and
material event which causes the
Remuneration Commuttee to believe
the ong nal measures, weighlings ard
targets are ne longer approprats.

The Remuneration Committee also
has discration 10 adjust the formulaic
vesting outcome (including down to
zero) with n the Imits of the scheme if
the formulaic cutcome is not reflective
of underlying business performance.

Shareholding
requirement

To al gn Fxecutive
Director and
Sharehclder interests
and reinforce
long-term decision
making, including

for 8 penod following
cessation of
employment

Maithew Mouiding and John Gallemore are
roquired to retain at least 50% of any incentive
awards that vest (net of tax) until they have
buitt up a personal holding of Ordinary

Shares worth at least 350% of salary.

Ary future Executive Directors must build up
and subsequently retain a shareholding of at
least 200% of salary over a five-yoar period from
the date of their appointment to the Baoard,

A post-cessation shareholding requirernent of
350% of salary 1o be held for two years after an
Executive Director's employment is terminated

in tne case of Matthew Moulding and John
Gallernore and 200% of salary for any futurz
Executive Directors (or full actual holding if lower).

Chair and
NED fees

To atract and
retain NEDs of the
highest calibre with
broad commercial
experence relevart
to the Group

NEDs are paid a basic annual fee. Additional
‘ees may be paid to NEDs who charr a Board
Committee and/or sit on a Board Commities
to reflect additional resconsibil ies.

The fees paid to NEDs are deterrined
by the Board and may be paid in a
mix of cash and Ordinary Shares.

Fee levels are reviewed periodically, wath
any adjustmens effective 1 January. Fees are
reviewed by considenng external advice on
hes: practice and fee lovels at other TTSE
companes of broadly similar size and sector
ta THG. Time commitment and respansibility
are also considered when reviewing fees.

Fee increases will be applied considering
the oLtocome of the review,

The fegs paid to NEDs in respact of
the year urder review (and for the
following year} are disclosed in the
Annual Report on Remuneration.

n/a
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Annual Report on Remuneration

This section covers the reporting period from 1 January 2022 to 31 December 2022 and provides details of the implementation
of the Remuneration Paliry diiring the period, as well as the intended implementation during the current 2023 reporting period.

Stngle rotal fioure of remuncration (audited)

The following table provides & single figure for total remuneration of the Directors for the financial year to 31 December 2022,
together with comparative figures for the financial year to 31 December 2021. The values of each element of remuneration
are based on the actual valuc delivered, whare known. The valiie of the annual bonus includes both the cash element and
the element deferred into Shares.

Salary Benefits Pensicn Total Annual bonus! LTIP Qther Total Total
& fees! fixed pay variable pay
(£'000) (£'000) (£'000) (£'000) (£'000) (£'000) (£'000) (£:000) (£'000)
Executive Directors
Matthew Moulding 2022 1 12 0 33 0 Q o 0 33
201 20 433 0 453 o] o 0 0 453
lohn Gallemore 2022 235 5 1 241 0 0 o i} 241
2021 20 5 ] 25 o} o 0 0 25
NEDs
Charles Aflen? 2022 328 a 0 328 [} Q 4 Q 328
2021 n/a rfa n/a n/a n/a n/a fHia n/a n/a
Damian Sanders' 2022 157 i] 0 157 o a [ 0 157
2021 132 0 0 132 o 0 0 0 132
Edward Kogpman 2022 36 0 0 36 0 Q +] Q 36
2021 35 0 a a5 0 ol 0 s] 35
lain MeDonald 2022 58 0 0 58 0 4] V] 0 58
2021 60 0 0 60 o} 0 0 0 50
Gillian Kent? 2022 30 1] 0 30 o] 5] [ a 30
2021 n/a rfa n’a n/a n/a n/a n/a n/a n/a
Dean Moore* 2022 30 0 0 30 0 0 o] 0 30
2021 n/a r/a nfa nia n/a n/a ala n/a n/a
Former NEDs
Tiffany Hall* 2022 19 a a 19 o Q o] 0 15
2021 81 o} 0 81 o} o 0 0 81
Dominic Murphy® 2022 29 0 0 29 s} a [+] 0 29
2021 33 0 0 92 0 0 0 o 93
Zillah Byng- 2022 71 0 0 71 "] 0 c 0 7
Thorne® 2021 100 s} 0 100 0 o 0 o 100
Andreas Hansson® 2022 25 0 s} 25 s} 0 [ 0 25
2021 & o 0 6 0 0 0 0 5

1. From Admission and sufyect to minimum statutory lirmits, Matthew Moulding has elected to waive his salary with John Gallernore electing to waive his
salary for the period from Admission to 30 June 2022, The salaries and bonuses detailed in the table above for these individuals are the amounts received
in the periods. For the financial year ending 31 December 2027, the salanes waived by Matthew Moulding and John Gallemore were £730,414 and £430,414
respectively, For the financial year ending 31 December 2022, the salaries waived by Matthew Moulding and John Gallemore were £728,331 and £214,328
respectively, The Group made charitable donations eguivalent to these amounts which are in addition to the donations included in the Adjusted ltems
set out in Note 4 to the Financial Staterments. For the financial year ending 31 December 2022, both Matthew Moulding and John Gallemore waived their
entitlement to participate in the annual bonus plan, as they did for the financial year ending 31 Decernber 2021

. In line with the previous Remuneration Policy, the Company provided private security cover to Matthew Moulding and his family to allow him to carry out his
duties as CEQ. Whilst the cost of this cover is included within the 2021 benefits figure it has been parsonally funded by Matthew Moulding from 1 January
2022 onwards and is not therefore included within Matthew Moulding's remuneration figure for the 2022 reporting period.

]

[

. The figures for the 2022 reporting pericd have been pro-rated to reflect Charles Allen’s appointment to the Board from 22 March 2022 and the
appointments of Gillan Kent and Dean Moore from 15 September 2022,

4. Damian Sanders was appointed chair of: {i) the Divisional Reorganisation Committee upon its inception on 1 July 2021 and remained as chair until
the Committee's dissolution on 31 July 2022; and (i1} the Profit improvement Committee, established to oversee efficiency projects across the Group,
incorporating overaight of cost rationalization programmes and specific review of areas identified for performance improvement (the "PIC", upon its
inception on 1 August 2022. He received a fee of £80,000 {pro-rated as appropriate) in respect of each of these chairships during the 2022 reporting period,

. The figures for the 2022 reporting period have been pro-rated to reflect Tiffany Hall stepping down from the Board on 18 March 2022, Dominic Murphy
stepping down from 8 June 2022 and each of Zillah Byng-Thorne and Andreas Hansson stepping down from 15 September 2022,

o
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Base satary (audited)

The base salaries of the Executive Directors are typically
reviewed on an annual basis, with any increases effective
from 1 January. As detailed in the Remuneration Policy,
when determining any increases the Remuneration
Committee compares the Group's remuneration packages
for its Executive Directors with those of directors in FTSE
companies of similar size or sector to THG and also takes
account of salary increases across the rest of the | 1K
business, an individual's role and personal performance,
business performance and the external environment,

No salary increases were awarded to Executive Directors
during the 2022 reporting period. As such, at 31 December
2022 salary levels were as follows:

Matthew Moulding: £750,000; and
John Gallemoare: £450,000,

As previcusly stated, Matthew Moutding waived as much
as was legally permissible of his base salary during the
2022 reporting period in return for the Group making a
charitable donation of similar value. John Gallerncre also
walved as much as was legally permissible of his base
salary in return for the Group making a charitable denation
of similar value for the period 1 January 2022 to 30 June
2022, For the financial year ending 31 December 2022, the
salaries walved by Matthew Moulding and John Gallemore
were £729,331 and £214,328 respectively.

Fension (audited)

As part of their remuneration arrangements, the Executive
Directors are entitied to receive pension contributions from
the Company. Under these arrangements, they can elect for
those contributions to be paid in the form of taxable pension
allowance or direct payments into & personal pension plan
or the Group's UK defined contribution scheme,

During the 2022 reporting period, £433 and £872 were
paid into the personal pension plans of Matthew Moulding
and lohn Gallemore respectively. This represented 3% of
pensionable salary.

Benefits (audited)

In line with the current Remuneration Policy, benefits in
kind for each of Matthew Moulding and John Gallemore
comprised medical insurance benefits, permanent health
insurance and life assurance, Matthew Mgoulding has
personally funded his private security from 1 January
2022 onwards.

THG

Boitus awards (audited)
Both Matthew Moulding and John Gallemore chose

to waive their entitlement to participate in the annual
bonus plan for the 2022 financial year.

Scheme interests aoarded (adited)

No such awards were made to Directors during the
2022 financial year.

Fayments to past Directors (audited)

No payments were made to past Directors during
the 2022 financial year.

Loss of office payvments (uudited)

No loss of office payments were made during the
2022 financial year.

External appointinents

Necne of the Executive Directors received any fees
in relation to external non-executive roles.
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Durectors’ shareboldings (audited)

The table below shows the shareholdings of each Director as at 31 December 2022:

Director Ordinary D1 Shares D2 Shares Deferred E Shares F Shares G Shares H Shares
Shares 2 Shares

Executive Directors

Matthew Moulding'? 198,744,095 50,550,450 360 (equivalent to 18,346,774 43,641,266 20197808 7733792 8]
66,772 Orcinary
Shares)
John Gallemore 104,237 3,833,879 3,174 (eguivalent to 813,345 185476 2,666,963 4000537 O
588,702 Ordinary
Shares)
NEDs
Charles Allen® 2,400,000 0 o o] 0 0 a 0
Damian Sanders? 21926 0 ¢ 0 Q Q 0 0
Edward Koopman 0 0 ¢ 0 0 a 0 0
lain McDonald 2,605943 6] a 14,524 185476 0 Q o}
Gillian Kent o] 5} ol 0 ] 0 0 0
Dean Moaore 0 0 ol 0 a a 0 o]

Former NEDs

Tiffany Hall* 33,557 0 0 0 Q Q o] o]
Dominic Murphy® 14,566,016 0 [} 29,047 370953 0 Q 0
Zillah Byng-Thorne® 69,765 0 g 25417 Q Q 0 0
Andreas Hansson® 0 0 a o] ¢} ol 0 0

1. In addition to the Shares shown above, Matthew Moulding holds 1 Special Share (further cetalls on which are set out In the Directors’ Report),

2. 160,486,876 of the Ordinary Shares, 10,971080 of the Deferred 2 Shares and all of the F Shares and G Shares owned by Matthew Moulding are held by FIC
ShareCo Limited, a corporate entity wholly owned by Matthew Moulding. Additionally, 9,834,879 of the Crdinary Shares shown in the table above are held
by lodie Moulding, Matthew Moulding's wife,

3. Charles Allen and Damian Sanders hold Shares and, in consideration of these individual shareholdings and NED independence, the Board has applied
its assessment criteria including, but not limited to, whether a NED has held a material business relationship with the Company in the last three years,
Taking into account assessments of materiality and the 3% natification threshold under the DTRs" majer shareholdings notification regime, the Board
acknowledges that the shareholdings of these NEDs sit significantly below the notification threshold and therefore do not impair their independence.

4, Tiffany Hall stepped down from the Board on 18 March 2022 and her shareholding is stated as at this date.
4. Dominic Murphy stepped down from the Board on 8 June 2022 and his shareholding is stated as at this date,
6. Both Zillah Byng-Thorne and Andreas Hanssan stepped down from the Board on 15 September 2022 and their shareholdings are stated as at this date,

There have been no changes to Directors’ shareholdings between 31 December 2022 and the date of this Directors’
Remuneration Report.
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Directors’ share ownciship guidelines (audited)

As described in the Remuneration Policy, Matthew Moulding and John Gallemore are both expected to build up a holding
in Ordinary Shares equal to 350% of their base salary over a pericd of time, NEDs are not subject to any shareholding
requirements. Executive Directars' sharc ownership at the end of the 2022 reporting period was as follows!

Director Shareholding requirement Shareholding as at 31 December Shareholding
(%age of salary) 2022 {%age of salary) requirement met?

Matthew Moulding 350% 25,200%' Yes

John Gallemore 350% 1,472%7 Yes

. Matthew Moulding’s aggregated sharehelding includes all Shares (ie. Ordinary Shares, D1 Shares, D2 Shares, E Shares, F Shares, G Shares and Deferred 2
Shares) held by Matthew Maulding, his wife, lodie Moulding, and FIC ShareCo Limited, a corporate entity wholly ownad by Matthew Moulding.

. John Gallemore’s aggregated shareholding includes all Shares (te. Ordinary Shares, D1 Shares, D2 Shares, £ Shares, F Shares, G Shares and Defeired 2
Shares) held by him,

o

Current shareholdings are based on Shares owned cutright and valued using the average Ordinary Share price over the
three months ended 31 December 2022 ie. £0.557.

Performance graph and rable

The following graph shows the TSR (i.e. total shareholder return) performance over the period from Admission ta 31
December 2022 rglative to the FTSE 250 Index. It illustrates the performance of a £100 investment in the Company in that
period compared with the value of £100 invested in the FTSE 250 Index over the sams period.

While the FTSE 100 Index was used in previous years, the FTSE 250 Index is now considered to be a more appropriate
comparator for this purpose as it is a broad equity index into which the Company's market cap falls.

180

180

20 / V/O\

: N

, AN

. AW

20 \

Listed Dec 20 Dec 21 Dec 22

@ THG PLC (O FTSE250

152



Annual Report 2022

Chict Lixecutive Officer’s historical remutneration

The following table details the Chief Executive Officer's remimaeration for each of the last three financial years:

2020 2021 2022
Single figure (£'000) 870139 453 33
Bonus outcome as a percentage of maximum 100% n/a’ n/at
Long-term incentive cutcome as a percentage of maximum 100% n/a? nia’

1. Matthew Moulding waived his entitlement te participate in the annual bonus plan for each of the 2021 and 2022 financial years,
2. No LTIP was eligible to vest in respect of either the 2021 or 2022 financial years and Matthew Moulding does not participate in any ongoing LTIP.

Fercentage change tn Dircctors’ remuneration

The Executive Directors are the only employees of the Company and therefore the UK workforce has been selected as the
appropriate comparator group to provide a meaningful comparison since this is the geographical location in which all of
the Execulive Direclors and the majority of NEDs are based, Accordingly, the following table shows the percentage change
in the Directors' salaries, benefits (excluding pension) and annual bonuses between the 2020 and 2021 and 2021 and

2022 financial years, compared with the percentage change in the average of each of these components of pay for all UK
employees for each of these periods. The comparison uses a per capita figure.

2021 {e 2022 2020 to 2021

Salary / fees Benefits Bonus Salary / fees Benefits Bonus
Executive Directors
Matthew Moulding' 5.5% -373% n/a -956.8% 178% -100%
John Gallemore’ 1100.7% 26% n/a -416% 62.0% -100%
NEDs
Charlgs Allen n/a 0% 1/at n/a* n/a* nia’
Damian Sanders 18.8%° 0% at 780% 0% nia'
Edward Koopman 21% 0% nsa’ 260% 0% n/a'
lain McDonald -2 B% Q% njat 325% 0% figt
Gillan Kgnt n/a’ 0% nia* n/a’ ndal na'
Dean Moore n/a* 0% 14t n/a- nia’ nsa’
Wider worklorce
Avarage emoloyee® 10.5% -20.8% -85.4% “01% 2173% -375%
Former NEDs
Tiffany Halt -76.3%7 Q%% n/fa’ n/as 0% n/a
Dominic Murphy -58.5%" 0% ria’ 244% 0% rfar
Zillah Byng-Thorng -2979%7 0% r/a? 100% 0% nfa?
Andreas Harsson 3136% 0% r/a® nfa’ 0% nfat

. From Admission and subject to minimum statutory limits, Matthew Moulding has elected to waive hus salary and the percentage increase stated above
reflects changes in these statutory limits rather than changes to salary levels. The reduction in the benefits figure relates to Matthew Moulding's private
security cover which was funded by the Company in 2021 and personally funded from 1 January 2022 onwards. As in 2021, Matthew Moulding waived his
entitlernent to participate in the annual bonus plan,

. During 2021 John Gallemore elected to waive his salary subject to minimum statutory limits, In 2022 John Gallercre elected to wave his salary to 30 June
2022 and since this date has been paid his standard base salary. The percentage increase stated above reflects John Gallemaore clecting not to waive his
salary during the period 1 July 2022 to 31 December 2022, As in 2021, John Gallemore waived his entitiement to participate in the annual bonus plan.

Charles Allen, Gillian Kent and Dean Moore were not Directors during the 2021 financial year, Charles Allen was appointed to the Board on 22 March 2022
and Gillan Kent and Dean Moore were both appointed on 15 September 2022,

NEDs ara not entitled to participate in the annual bonus plan.

Damian Sanders was appointed chair of: (i) the Divisional Recrganisation Committee upon its inception on 1 July 2021 and remained as chair until the
Committee’s dissalution on 31 July 2022; and (i) the PIC upon its inception on 1 August 2022, He received a fee of £80,000 (pro-rated as appropriate] In
respect of each of these chairships during the 2022 reporting period.

. THG PLC 15 the parent company of the Group and, with the exception of the Executive Directors, does not have any employees, The figures detailed here are
therefore representative of the Group's UK workforce,

Each of these former NEDs stepped down from the Baard during the 2022 reporting period. Tiffany Hall stepped down on 18 March 2022, Dominic Murphy
stepped down cn § June 2022 and hoth Zillah Byng-Thorne and Andreas Hansson stepped down on 16 September 2022,

Each of these foermer NEDs were also not Directors during the 2020 reporting period, Tiffany Hall was appointed to the Board on 12 lanuary 2021 and
Andreas Hansson was appointed to the Board on 26 Qctaber 2021,
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Chief Exccutive Officers pay ratio
The following table presents the pay ratio between the Chief Executive Officer's single total figure of remuneration and

that of the Group's UK workforce. The ratios compare the Chief Executive Officer's single total figure of remuneration
with the total remuneration of full-time equivalent UK employees at the 25", median and 75" percentiles.

UK employees {full-time equivalents)

Year CEO remuneration 25" percentile . 75* percentile
Method (£.000) pay ratio Median pay ratic pay ratio

2022 Option A 33 121 111 0.8

202 Option A 453 21 181 1411

The total pay and henefits and salary figures used for the pay ratio calculations are set out in the following table:

UK employees {full-time equivalents)

Year 25" percentile Median 75" percentile
2022 Salary £2301810 £26,679.32 £38158.33
2022 Tatal pay and benefits E£27872.37 £20,977227 £30842.46

The 25" percentile, median and 75" percentile figures used to determine the above ratios were selected by reference to

the hourly pay figures for the Group's UK workforce. Option A, as set out under the Regulations, was used to calculate
remuneration for the 2022 financial year as the Company believes this is the most robust methodology for calculating these
figures (and reflects the approach adopted for the 2021 financial year). The full-time equivalent annualised remuneration
(comprising salary, benefits, pensicn, annual bonus and long-term incentives) was then calculated for those employees

for the 2022 financial year.

The ratio continues to reduce year-on-year, primarily as a result of Matthew Moulding waiving as much of his base

salary as is lagally permissible in return for the Group making & charitable donation of similar value, as well as waiving

his entitlement to participate in the annua! bonus and not participating in any long-term incentive scheme. Executive
Director pay is, typically, mare at risk than wider empioyee pay due to the use of variable pay which is not guaranteed and
hence, depending an incentive plan outcomes, can lead to a total pay ratio that varies significantly from year-to-year. The
Remuneraticn Committee notes that the pay ratios for 2022 reflect the fact that the CEO waived most of his remuneration
for the financial year. Furthermore, the Committee believes that THG's reward policies are not only aligned with the Group's
shared values and culture but alsc incentivise and drive the right behaviours and ensure all employees are rewarded fairly
and competitively for their contribution to the Group's success. For these reasons, the Committee is satisfied that the
median pay ratic is consistent with the Group's pay, reward and progression policies.

THG PLC is the parent company of the Group and, with the exception of the Executive Directors, does not have any
employees. The pay ratio figures have therefore been calculated with reference to the Group’s UK workforce which, the
Company believes, is the appropriate comparator being reflective of the wider policies in operation on employee pay,
reward and progression across the vast majority of the Group's overall workforce.
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Relatioe importance of spend on pay

Ihe following table details Shareholder distributions and THG cxpenditure on total employee pay far the 2022 reporting
peried versus the prior year, together with the percentage change year-on-year.

2022 (£€m) 2021 (Em) %tage change
Profit distributed by way of dividend n o] n/a
Total spend aon remuneration 3363 30563 1016

Shareholder dilution

Any share incentive plans (including The THG PLC 2022 Executive LTIP) post-IPO will be operated in line with the Investment
Association's Principles of Bemuneration which require that commitments under all share schemas satisfied by newly issued
ordinary shares must not exceed 10% of the issued ordinary share capital in any rolling ten-year period, of which up to 5% may
be used to satisfy options under executive share schemes.

As detailed in the 2021 Annual Report and as set out in the Company’s published Prospectus, it was intended that any future
share awards to Group employees (excluding the Executive Directors), for the purpase of making employee incentive awards,
would be satisfied out of the previcusly authorised but unissued maximum of 9917601 F Shares and 14,889,292 G Shares (ie.
a total of 24,806,893 Shares), following admission of the Ordinary Shares to trading on the London Stock Exchange. During
2022 awards were made using 24,128,750 of these F Shares and G Shares to in excess of 500 employees (excluding Executive
Directars). As these Shares were already reflected in the fully diluted share capital of the Company, their issuance does not
affect overall dilution and thus they have not been included in the dilution percentage which follows.

In Gctober 2022 19074,902 Ordinary Shares were admitted to trading on the London Stock Exchange to further satisfy
employee incentive awards and ensure the Group continues to attract and retain world-class talent. This new issue of Ordinary
Shares represented 151% of the Company's ordinary issued share capital as at 31 December 2022. To date no Ordinary Shares
have been issued to Executive Directors under any executive schemes.

Sharcholder voting ar 2022 AGM

At the 2022 AGM the resolutions to approve: the Directors’ Remuneration Report; the changes to the Remuneration Policy,
and the adoption of The THG PLC 2022 Executive LTIP were passed as follows:

Resclution Votes for %age of Votes %age of Total %age of Votes
votes cast against votes cast votes cast 1SC voted withheld

To approve the Directors’
Remuneration Report {excluding 718,217975 9988 885,296 012 718103,271 5888 14,538,630
the Remuneration Policy)

To approve the changes

. - 718,254,407 99.88 827864 012 719082271 58.88 14,558,630
to the Remuneration Policy

To approve the adoption
of The THG PLC 2022 718,241,430 9988 859,927 012 713101,357 £8.88 14,540,544
Executive LTIP
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Implementation of Remuneration Policy for the 2023 financial year

The Remuneration Committee proposes to implement the Remuneration Palicy for the financial year ending 31 December
2023 as set out below.

Base salary
Base salaries have been reviewed considering individua! performance and competitive practice for similar roles in the
Gronp's remuneration peer qroup, tngether with remuneration awards within the Group itself, and the Remuneration
Committee has concluded there will be nao increase in the Executive Directors' salanies. | herefore, for the linancial yea
ending 31 December 2023, base salaries will be as follows:

Matthew Moulding: £750,000;

. Damian Sanders: £500,000; and
. John Gallemore: £450,000.

Fenston
There is no change in the contribution percentage for Executive Directors for the financial year ending 31 December 2023

and it remains at 3% of pensionable salary. Pensionable salary is determined in line with the approach taken for the Group's
wider workforce, which is currently in line with autc-enrolment levels.

Benefits

There is no change in benefits provisions for Executive Directors for the financial year ending 31 December 2023,

Annual bors
In line with the Remuneration Policy, the maximum oppertunity for the financial year ending 31 December 2023 will be:
. Matthew Moulding: 100% of base salary;
- Camian Sanders: 100% of base salary; and
- John Gallemore: 100% of base salary.
The measures and weightings for the 2023 financial year will be:
Group Sales (209%),
Group adjusted EBITDA (30%};
' Free Cash Flow (25%); and
. Strategic objectives including ESG metrics (25%).

The specific targets are considered commercially sensitive and will be disclosed in next year's Annual Report on Remuneration.

LTiP

In line with the Remuneration Policy approved at the 2022 AGM, the Remuneration Committee intends to grant a LTIP
award to Damian Sanders and John Gallermnore during the 2023 financial year equal to 250% of base salary, This award will
vest three years after grant and will be subject to a further two-year holding period. The award will be subject to stretching
financial and strategic performance conditicns which will be disclosed at the time of grant.

156



Annual Report 2022

NED fecs

A review of the fees paid to NEDs has been undertaken and consequently no increase in fees is proposed for the 2023
financial year. Accordingly, annual NED fees will remain at the foliowing levels:

NED fee type Fee

Fee for Independent Chair £400,000
Base fee for independent NEDs £70,000
Hase tee for non-independent NEDs £35,000
Additional fee for chairing each of Audit, Risk, Remuneration and Sustainability Committees £12,000
additional fee for chairing sach of Related Parly and Momination Committees £8,000
Additional fee for membership of each of Audit, Risk, Related Party, Nomination, Remuneration £5,000

and Sustainability Cornmittees

Advisers to the Remuneration Committee

PricewaterhouseCoopers LLP ("PwC"} remain engaged as the Remuneration Committee’s independent remuneration
advisers, having been appointed prior to Admission by the then Remuneration Committee Chair. PwC is a member of the
Remuneration Consultants Group, the professional body for remuneration consultants, and adheres to its Code of Conduct.
The Remuneration Commitiee is satisfied that the advice provided by PwC during the 2022 reporting period was objective
and independent and, whilst separate teams within PwC also advise the Company on matters of tex, corporate governance
and operations, the Remuneration Committee is further satisfied that these activities do not compromise the independence
or objectivity of the advice it receives from PwC as Remuneration Committee advisers.

During the 2022 reporting period PwC provided general support to the Remuneration Committee and guidance on developments
in remuneration governance and best practice, including associated implications for THG. Pw(C further advised on:

the 2021 Directors' Remuneration Report and the proposed amendments to the Remuneration Policy presented therein;
the remuneration package for the new Independent Chair;

the remuneration package for the new CFO;

the design and implementation of the new Employee Incentive Plan; and

appropriate performance metrics for 2023 incentive arrangements,

Fees charged by PwC for advice provided to the Remuneration Committee for the financial year ended 31 December 2022
amounted to £78,500 (excluding VAT),

On behalf of the Remuneration Committee

Dol A

Dean Moare
Chair of the Remuneration Committee

17 Aprit 2023
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Independent Auditor's Report
to the Members of THG PLC

Opinion
In our cpinion:

. THG plc's Group financial statements and parent
company financial statements (the "financial
statements”) give a true and fair view of the state of
the Group's and of the parent company's affairs as at
31 December 2022 and of the Group's loss for the year
then ended;

the Group financial statements have been properly
prepared in accordance with UK adopted international
accounting standards;

. the parent company financial statements have been
properly prepared in accordance with United Kingdom
Generally Accepted Accounting Practice; and

. the financial statements have been prepared in
accordance with the requirements of the Companies
Act 2006,

We have audited the financial statements of THG ple (the ‘parent company’) and its subsidiaries (the 'Group') for the year
ended 31 December 2022 which comprise:for the vear ended 31 December 2021 which comprise!

Group

Parent company

Consolidated staterment of comprehensive income
for the year ended 31 December 2022

Consolidated statement of financial position
as at 31 December 2022

Consolidated statement of changes in equity
for the year ended 31 December 2022

Consclidated statement of cash flows
for the year ended 31 December 2022

Related notes 1ta 29 to the financial statements,
including a summary of significant accounting policies

Company balance sheet as at 31 December 2022

Company statement of changes in equity
for the year ended 31 December 2022

Related nates 110 8 to the financial statements
including a summary of significant accounting policies

The financial reporting framework that has been applied
in the preparation of the Group financial statements is
applicable law and UK adopted international accounting
standards. The financial reporting framework that has
been applied in the preparation of the parent company
financial statements is applicable law and United Kingdem
Accounting Standards, including FRS 101 “Reduced
Disclosure Framework” (United Kingdom Generally
Accepted Accounting Practice).
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Basis for opinion

We conducted our audit in accerdance with International
Standards on Auditing (UK) {ISAs (UK)) and applicable
law. Cur respensibilities under those standards are further
described in the Auditor's responsibilities for the audit

of the financial statements section of cur report. We

are independent of the group and parent company in
accordance with the ethical requirements that are relevant
to our audit of the financial statements in the UK, including
the FRC's Ethical Standard as applied to listed public
interest entities, and we have fulfilled cur other ethical
responsibilities in accordance with these requirements,

We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinicn,



Conclusions relating to
going concern

In auditing the financial statements, we have concluded
that the directors' use of the going concern basis of
accounting in the preparation of the financial statements
is appropriate. Our evaluation of the directors' assessment
of the Group and parent company's ability to continue to
adopt the going woncern hasis of accounting included,

We have documented and evaluated the process
followed by management to prepare the forecasts
which they have used in their going concern
assessment,

We audited the forecasts underpinning the going
concern madel which are based on the Board-
approved budget, including checking the arithmetical
accuracy and appropriateness of management's base
case forecast over the going concern assessment
period ta 30 April 2024.

We challenged the reascnableness of the key
assumptions such as the revenue growth rate
and EBITDA margin achieved by the Group used
within the scenarios and validated to supporting
documentation where appropriate,

We read and evaluated the Group's lending
agreements to ascertain any financial or non-financial
covenant restrictions which are in place.

. We obtained management’s schedule of loan facilities
and covenants thereon for the going concern period.
We confirmed that loan repayments have been
appropriately included within management's forecasts
to the extent they are due in the period, We assessed
the forecast compliance of each covenant throughout
the going concern period under each scenario
presented by management which included drawing
funds from the facility.

We verified the cash positions as at 31 December
2022 and 31 March 2023 to bank statements,

We compared the forecast results for the year to date to 31
March 2023 to management accounts and flash results.

We identifled additional stress tests that were then
run by management to determine the impact of
changing some of management’s key assumptions
on the going concern assessment. These key
assumptions were in relation to: the revenue growth
rate, and a reduction in the EBITDA margin achieved
by the Group, ali of which would impact the liquidity
headroom in the going concern period. Covenant
compliance only becomes relevant if the business
draws down on more than 40% of the existing RCF
facilities. Management performed these stress tests

THG

by sensitising for each key assumption individually
based on their expectation of a reasonable downside
scenario for that assumption, and then prepared a
raverse stress test by sensitising multiple assumptions
in order to reduce headroom 1o nil, We then evaluated
the likelihood of the scenario that would reduce
headroom to nil,

We evaluated THG's ability to undertake mitigating
actions should it experience a severe downside
scenario, considering likely achievability of hoth
quantum and timing of those actions,

We reviewed the appropriateness of management's
going concern disclosure in describing the risks
associated with its ability to continue to operate as a
going cancern until 30 April 2024,

The audit procedures on going concern were
supervised and directed by the audit engagement
partner and senior members of the team.

Our key observations in relation to the work performed are:

In management's base case and plausible downside
scenarios the Group retained headroom on forecast
cash and covenant compliance throughout the going
concern assessment period. Nor the base case

or sensitised scenario does not assume any draw
down of the RCF. The lowest leve| of cash headroom
identified is £253.9m in management’s downside
scenario, this cash headroom position includes a
40% drawdown of funds from the RCF facility of £170m
(less amounts ringfenced for supply chain financing)
which expires in Decermnber 2024, in addition to

cash balances.

Cash balances as at 31 December 2022 total £474m.,
The Group is projected to meet all of its covenant
tests (which only apply when the Group draws down
on more than 40% of the RCF facilities) throughout
the forecast period after applying sensitivities and
stress testing modelled by management except for
the reverse stress test which was designed to identify
which assumptions would eliminate headroom in

the model,

Based on the work we have performed, we have not
identified any material uncertainties relating to events
or conditions that, individually or collectively, may cast
significant doubt on the Group and parent company's
ability to continue as a going concern for the period to
30 April 2024,

Gur responsibilities and the responsibilities of the directors
with respect to going concern are described in the relevant
sections of this report. However, because not all future
events or conditions can be predicted, this statement is not
a guarantee as to the Group's or parent cornpany's ability to
cantinue as a going concern,
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Overview of our audit approach

Audit scope

We performed an audit of the completa hinancial information of 1 cormponent and audit procedures

on specific balances for a further 2 components,

The components where we performed full or specific audit procedures accounted for 100% of loss
before tax (review scope components contained a profit), 98% of revenue, 98% of total expenses

and 99% of total assets.

Key audit matters

Rewvenue recognition

. Impairment of intangible assets
Accounting far platform development costs
Significant disclosures

Materiality

Overall Group materiality of £8.2m which represents 0.4% of total revenue,

An overview of the scope of the
parent company and Group audits

Tatloring the scope

Qur assessment of audit risk, our cvaluation of materiality and
our allocation of performance materiality determine our audit
scope for each company within the Group. Taken together,
this enables us to form an opinion on the consolidated
financial statements, We take into account size, risk profile,
the organisation of the Group and effectiveness of group-
wide controls {including centralised IT systems), changes in
the business environment and other factors such as recent
internal audit results when assessing the level of work to

be performed at each component. We assessed the contral
environment and concluded that the most effective approach
to the audit was a substantive and data analytics approach
rather than a contrals-based approach.

The scope of the Group audit includes all significant trading
compenents in the United Kingdom. Full scope components
account for 919 of the Group's revenue, 92% of the Group's
expenses, and 94% of the Group's (otal assets. Specific scope
companents account for 7% of the Group'’s revenue, 6% of the
Group's expenses, and 5% of the total assets, We performed
specified or analytical audit procedures on the other
components. All audit work performed for the purposes

of the Group audit was undertaken by the Group audit team.

Changes jrom the prior vear

There are no significant changes to ocur scoping from
the 2021 Group audit.

Inovoloement with component teams
There is no involvernant of component teams, all audit work

performed for the purposes of the audit was undertaken by
the Group audit team only. In the prior year, we involved an
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EY component team to perform specified procedures on

a newly acquired component in the US. The work on this
component has been performed by the Group audit team in
the current year.

Climate change

There has been increasing interest from stakeholders as

to how climate change wiil impact THG plc. The Group

has determined that the principal impact will be through
transition and physical risks as described in the TCFD
section on pages 79-82 and in the Sustainability report,

as well as on page 91 within the principal risks and
uncertainties, which form part of the "Other information,’
rather than the audited financial statements, Qur procedures
on these disclosures therefore consisted solely of considering
whether they are materially inconsistent with the financial
statements or our knowledge obtained in the course of the
audit or otherwise appear 1o be materially misstated,

QOur audit effort in considering climate change was focused
on ensuring that the effects of climate risks have been
appropriately considered when madelling future cash

flows. We also challenged the Directors’ considerations of
climate change in their assessment of Going concern and
viability and associated disclosures including the Groups
disclosure of its assessment of climate change within the
critical accounting judgements and estimates section of the
Groups accounting pclicies on page 183.

Whilst the Group has stated its commitment to the
aspirations of the Paris Agreement to achieve net zero
emissions by 2030, the Group is currently unable to
determine the full future economic impact on their business
model, operational plans and customers to achieve this and
therefore as set cut above the potential impacts are not
fully incorporated in these financial statements,

Based on our work we have not identified the impact of
climate change on the financial statements t¢ be a key
audit matter or to impact a key audit matter,



Key audit matters

Key audil matters are those matters that, in our professional
judgment, were of most significance in our audit of the
financial statements of the current period and include the
most significant assessed risks of material misstatement
{whether due to fraud) that we identified. These matters

THG

firdependent andiror’s report to the menibers of THG PLC (econttnued)

audit strategy, the allocation of rescurces in the audit;

and directing the efforls of the engagement team, These
matters were addressed in the context of our audit of the
financial statements as a whale, and in our opinion thergon,
and we do not provide a separate opinion on these matters,

included those which had the greatest effect on the overall

Risk

Qur response to the risk

Revenue recognition
(£2,239m, 2021: £2,180m)

Refer to the Audit Commitiee Report
(Page 125} Accounling policies (page 176);
and Note 2 of the Consolidated

Financial Statements,

THG plc has reported revenue of £2,239m
for the year ended 31 December 2022 (2021
£2780m}.

Revenue is a key metric when evaluating
the performance of the Group and receives
significant scrutiny externally and internally.

Product revenue {D2C/B2B revenue) is
primarly compied of a large volume of small
value transactions. As the Group makes 28%
of its sales in the final quarter of the year

we have focussed cur risk on the final three
maonths of product sales.

For the risk identified on product revenues we have performed the
following procedures:

We performed a walkthrough of the product revenue process and assessed the
design effectiveness of key controls,

We considered the presentation of revenue against our understanding of the
contractual arrangements in place.

We adopted a data analytics approach in relation to the majority of product
revenue (£1.9bn of £21bn) at full and specific scope components, This
involved tracing a full population of transaction data to cash journals which
demonstrated that materially all of the revenue recognised in the year was
received as cash. A sample of the related cash journals were agreed to
bank statement, to ensure the transactions reflected actual revenue related
cash receipts. For any revenue not received as cash we followed through all
significant itemns to supparting evidence,

We tested a sample of credit notes issued by the Group after the period end
but within the period of the returns policy (between 28 and B0 days depending
on customer type), to identify whether appropriate provisions for returns were
in place at the year end.

For product revenue (B2B) not tested using the data analytics approach (5%
of total revenues), we have agreed a sample of transactions to invoice, proof of
delivery and subsequent cash receipt,

For product revenue (D2C) from marketplace sales not tested using the

data analytics approach (1% of total revenues), we have agreed a sample of
transactions to the third-party merchant’s transaction and settlernent reports,
as well as subsaquent cash receipt.

We performed an assessment of cash-in-transit balances and tested them by
agreeing a sample through to cash receipts after the year-end.

We tested matenal reconciling itams within trada receivables and performed a
review of aged amounts within the trade receivables ledger.

We tested manual journals to revenue at in-scope components, understanding
the reasons for the transactions and corroborating them to appropriate audit
evidence. We have tested these journals throughout the year, with increased
focus on those bocked in the last guarter of the year where we consider there
to be a heightened risk of manipulation. We have also selected a sample of
transactions at random for further testing to build an element of unpredictability
into our testing.

We performed analytical reviews of revenue for review scope entities and

tested trade receivables to post year end cash receipt wheraver trade
receivables were in scope.
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Risk

Our response to the risk

In regards to the revenue from THG Ingenuity,

the risk we haya identified s split across
both product revenues and cther revenues
(services, hosting) reported by THG.

As a result, we identified a potential risk
of bias or fraud through management
manipulation by manual adjustments,
aspecially in the lasl yuarter o e
financial year,

We have identified & potential risk of bias or
fraud through management inappropriately
classifying revenue to THG Ingenuity. We
have alsg identified a risk of inappropriate

recognition of THG Ingenuity contract revenue

by manipulating the performance obligations
against which ravenue is recognised, Qur
procedures are responsive to the risk that the
accounting for revenue recognition is not in
fine with *IFRS15, Revanue from Contracts
with Customers”

For the risk identificd on Ingenuity and other revenues we performed the
following procedures:

We performad a walkthrough of each significant class of revenue transactions
within THG Ingenuity or ‘Other revenue’ and assessed the design effectiveness
of key contrals,

For a sample of new contracts, we reviewed the terms of business and
management's agsessment of how IFRS 15 is applied to the contract terms,
including the identification of performance obtigations and allocation of
consideration to each performance obligation identified. We assessed the
status of the project and whether the reievant site nad ‘gone live Where
these projects were yet to go live, we understood the reasons and considered
whether revenue had been recognised in line with IFRS 15, Qur assessment
inciuded, but was not limited to:

P Variable consideration
. sarvices which have been rendered at nil charge
. Principal vs agent considerations
Consideration of whether any contracts contain embedded leases (IFRS 16),

For & sample of existing contracts, we enquired of the customer managers as
to whether there had been changes in the contract terms, including changes in
performance obligations and allocation of consideration to each performance
obligation identified,

We tested a sample of other revenue fransactions, agrecing the amounts to
invuice, proot of service or cash receipt. For the items selected we tested that
the carrect amaunt of deferred revenue has been recagnised at year-end. Far
these iterns we also tested the classification of the revenue by segment.

We challenged management on the classification of revenue as ‘Infrastructure’
and ‘Commerce’ revenue and ensured that different elements of THG Ingenuity
are clearly articulated given external inierest in this business.

We tested manual revenue journals st in-scope focatiens, understanding

the reasons for the transactions and corroborating to appropriste evidence.
We tested these journals throughout the year, with increased focus on

those booked in the last quarter of the year where we consider there to be a
haightened risk of manipulation, We also selected a sample of transactions at
random to build in an element of unpredictability to our testing.

Key obseroations communicared 1o the Audir Commuittee

Through cur audit procedures on product revenue, we identified a rectassification for discounts amounting to £17m

between revenue and cost of sales — this has been corrected by management. Based on the audit progedures performed,

we did not identify further evidence of material misstatements in the revenue recognised in the current vear, We have
highlighted to the Audit Committee the importance of ensuring that there is clear disclosure regarding classification of
revenues, including any changes. We are satisfied that the disclosures appropriately describe the classification of revenue

and are also in compliance with 1IFRS 15.
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Our response to the risk

Impairment of intangible assets
£1,276m (2021 £1,506m)

Refer {o the Audit Commitiee Report
{page 126); Accounting policies (page 178);
and Note 11 of the Consolidated

Financial Statements.

The Group's legal structure was reorganised
during the financial year and as a result of
this there has been a change in the number
of CGUs {"cash-generating units”) identified
by management for the purposes of their
year-end impairment assessment. £11bn of
the Group's intangible assets is contsined
within two of the identified CGU's (THG
Beauty and THG Ingenuity). There is a risk
that these assets recoverable value are below
the carrying amount,

Qur procedures to respond to the risk of impairment of intangible
assets included:

We reviewed the basis for the identification of CGUs and concluded that
management's identified CGUs were apprepriate,

We assessed management’s calculation of the discount rate {for each
CGUY and agieed assumptions and peer Graup analysis to supporting
documentation in order to ensure that the discount rate used is appropriate
and specific to that CGLL

we challenged the reasonablenass of the forecasts used in the assessment
including key assumptions {such as growth rates, EBITDA margins and
discount rates).

We assessed the reliability of management's forecasts by comparing
previous forecasts to actual results.

We assessed the sensitivities of the headroom to changes in key
assurnptions,

We engaged an EY internal expert to review the discount rates applied by
management to forecast cashflows.

We considered analysts’ views on the valuation of the Group with EY
internal expert input to assess if this provided cantradictory evidence to
management's assessment of the value of the Group, and each of its CGUs,

We assessed the impairment disclosure presented by management
and ensured this was in accordance with the requirements of 1AS 36
Impairment of Assets’ and '[FRS 13 Fair Value Measurement.

We compared the disclosure with the key assumnptions we have audited and
ensured these were consistent and that appropriate sensitivities have been
disclosed.

Key obseroations communicated to the Audit Commutlce

We have highlighted to the Audit Committee the sensitivity of the THG Beauty and THG Ingenuity CGU's {and the
disclosed impairment charges) to reasonably possible changes in key assumptions such as the revenue growth rate and
the discount rate. Management have considered this in the specific risk premiums adopted in their discount rate, the final
impairment charge recorded and the disclosures adopted in the Annual Report and Accounts.

164



Annual Report 2022

Risk

Our response to the risk

Accounting for platform development costs
£100m (2021: £82m)

Refer to the Audit Committee Report
(page 126); Accounting policies (page 178);
and Note 17 of the Consolidated

Financial Statements.

Within capitalised platform development costs
we have identified a risk that management
and other employee time is capitalised that
does not represent incremental value/future
economic benefits,

Our procedires tn respnnd to the risk on capitalised platform development
costs included:

We performed a walkthrough of significant classes of transactions
associated with platform development costs and understoad the relevant
controls,

We interviewed memhers of the finanee team tn nndnrstand what thoy rn
to ensure only direct costs are capitalised.

We tested a sample of employee timesheets and made inquiries to
understand the nature of their activities and of the project to which their
time had been recorded.

We tested a sample of key projects and made inquiries of the project
managers to understand the nature, timing and purpose of the project.

We assessed whether the capitalisation of these employees / projects was
consistent with the requirements of '1AS 38 Intangible Assets’ and 'SIC 32 -
Intangible Assets - Web Site Costs!

We reviewed for risk of management bias, particufarly in respect of
emplayees who dao not use timesheets.

We reviewed for any significant new projects or changes in judgments
made pricr to the year end.

We exercised professional scepticism and performed an unusual phrase
search on the ledger to identify any operational costs incorrectly capitalised.

We performed a trend analysis to assess any unusual fluctuation in the
pattern of time capitalised on @ month-on-month basis.

We made inquiries of the Chief Technology Officer to corroborate our
understanding of process and the controls in place to ensure capitalised
projects delivered expectad results and whether there is appropriate
oversight of new projects in place to ensure they meet relevant criteria
of IAS 38.

Key obseroations commiuinicated ro the Audit Committee

We reported certain control observations to the Audit Committee which have been acknowledged. Based on the
procedures we have performed we did not identify material misstatements in the capitalised platform development costs
carried in the statement of financial position,

165



Risk

THG
Independent audivor’s report to the members of THG PLC feontinucd)

Qur response to the risk

Significant disclosures

Refer to the Audit Committee Report
{page 126); Accounting policies (page 183).

This risk focuses on the more complex or
subjective disclosure items within the ARA
{"Annual Report and Accounts®), which we
consider to be:

. Whether the accounts when taken
as a whole are fair, balanced and
understandable

. Disclosures relating to impairment
. Adjusted profit measures
- Related party transactions

Narrative related to Ingenuity, and
presentation of segmental reporting
(including the impact of IFRS 5
discontinued operations)

We have considered the areas currently
focussed on by investors, analysts and the
wider market. There is a risk thal lhe accounts
may be presented in a way that does not give
a fair reflection of the business, transactions
and/or is not understandable to the external
users of the financial statemenis.

We performed the following procedures on the significant disclosure items
noted:

Whether the accounts when taken as a whole are fair, balanced
and understandable

We understood the process that the Board and those charged with governance
implemented to ensure the ARA is fair, balanced and understandable.

In reviewing the ARA we gave specific consideration to whether the business
model and Group's purpose was clear to the readers of the financial
staterments. We also involved a corporate governance specialist to perform an
assessment of the ARA with particular focus an whether it is in compliance
with the UK Corporate Governance code and to enhance our audit challenge
on the ARA and the adequacy of the disclosures made.

We read the disclosures and challenged management to ensure there was an
appropriate balance between the narrative on mature businesses and fast-
growing aspects of the Group's performance, as wel as giving greater clarity on
underlying crganic performance.

Disclosures relating to impairment

We assessed the impairment disclosure presented by management and
ensured this was in accordance with the requirements of IAS 36 and IFRS 13,

We compared the disclosure with the key assumptions we have audited and
ensured these were consistent and that appropriate sensitivities have been
disclosed.

Adjusted profit measures (APMs)

Cur focus was on ensuring that nareative within the ARA does not give undue
prominence to APMSs.

Where APMs are disclosed we checked consistency with the Group's
accounting policy and ensured that the APM is reconciled to the nearest
GAAP measure.

We performed an assessment of the calculations prepared by management to
quantify the adjustment items, We challenged management on the sufficiency
of disclosures which describe the nature of the adjusted items and checked
they were in line with our understanding of the nature of these items based on
this assessment,

We selected a sample of adjusted items and agreed these costs to invoices
where relevant,
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Risk Qur response to the risk

Related party transactions

We walked through and understood the design effectiveness of the governance
and controls managemant and thosa charged with governance have put in
place to review and approve transactions with related parties,

We assessed the appropriateness of modifications made to existing related
party relationslips and conlracts 1o assess whelher Lhey were at an
arms’ length.

We ensured capital expenditure was accounted for by the right entity based
on the terms of the leases.

We read board and committee meeting minutes {including of the Related Party
Committee) to identify related party transactions.

We inspected significant related party contracts.

We performed journal entry testing to assess for the completeness of related
party transactions.

We assessed whether significant related party transactions are on a fair market
basis, or that those that are not on a fair market basis are not material to the
financial staternents,

We reviewed other information in the public domain to assess whether
this provided evidence over the completeness of related party transactions
identified by management ar contra evidence to our conclusions.

We made inguiries of, and held discussions with, management and those
charged with governarice, to identify whether related party transactions
are in accordance with the terms and conditions of the contracts.

We ensured appropriate disclosure of all related party transactions in the
financial statements.

Narrative related to the Ingenuity business, and presentation of
segmental reporting (including IFRS 5 discontinued operations)

We considered whether narrative related to the Ingenurty business was in line
with our understanding of our contract testing {see revenue section above).

We reviewed judgements on segments and ensured that reportable segments
were disclosed appropriately in accordance with IFRS 8. We ensured that

the presentation of results for THG OnDemand and Luxury in the segmental
reporting note to the financial statements was in line with authoritative
guidance on discontinued operaticns.

Key obseroations communicared to rhe Audit Commitice

There is significant judgment in management's determination of adjusted items and therefore the clarity of the disclosure
is essential for readers of the financial statements to understand the items.

The disclosures for related party transactions have bezen made in accordance with 'IAS 24 Related Party Transactions!
In 2021 we reported control deficlencies in relation to related party transactions. During the year, management have
implemented controls to remediate the reported deficiency.

Overall we concluded that the Annual Report and Accounts, when taken as a whale, is considered to be Fair, Balanced
and Understandable.
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In the prior year, our auditor's report included a key audit
matter in relation to "Valuation of Intangibles’ which
incarporated our risks on acquisition accounting; capitalisation
of platform development costs and imparment of intangibles.

However in the current year, we have only considered
impairment of intangibles and accounting for platform
development costs as key audit matters given the significance
of the judgements taken, impact on the financial statements
and the time and resources aliocated to these risk areas by the
audit team,

The Group has made no acquisitions in the current year
(ten in FY21, total spend £0.8bn) and as such this has not been
determined to be a key audit matter in 2022.

Our application of materiality

We apply the concept of materiality in planning and
performing the audit, in evaluating the effect of identified
misstatements on the audit and in forming cur audit opinion.

Materiality

The magnitude of an omission or misstatement that,
individually or in the aggregate, could reasonably be
expected to influence the economic decisions of the users
of the financial statements, Materiality provides a basis for
determining the nature and extent of cur audit procedures.

We determined materiality for the Group to be £8.2m {2021
£8.7m), which is 0.4% (2021: 04%) of Group revenue, Based
on our review of analysts’ commentary, we believe that
revenue is the most important benchmark for users of the
financial statements. The increase in materiality is driven by
the increase in revenue which is the basis for materiality.,

We determined materiality for the parent company ta be
£9.2m (2021 £7.6m), which is 19 of equity {2021: 19 of equity),
capped at Group materiality.

During the course of cur audit, we reassessed initial materiality
set at the planning stage of the audit, but did not need to
change the amount nor basis of materiality.

Performance materiality

On the basis of our risk assessmenis, together with our
assessment of the Group's overall control environment, cur
Judgement was that performance materiality was 50% (2021:
50%) of our planning materiality, namely £46m {2021: £44m).
We have set performance materiality at this percentage due to
the level of errors identified through the course of the 2021 audit.

Audit work of components for the purpaose of obtaining audit
coverage over significant financial statement accounts is
undertaken based on a percentage of total perfermance
materiality. The performance materiality set for each
component is based on the relative scale and risk of the
component ta the Group as a whole and cur assessment of
the risk of misstaterment at that component. In the current year,

the range of performance materiality allocated to compenents
was £0.9m to £4.0m (2021: £0.7m to £3.8m), excluding
performance materiality for the parent company,

Reporting threshold

An amount below which identified misstaternents are
considered as being clearly frivial.

We agreed with the Audit Committee that we would report
to thern all uncorrected audit differences in excess of £0.50m
(2021: £0.26m), which is set at 5% (2021: 3%) of planning
materiality, as well as differences below that threshold that,
in our view, warranted reporting on gualitative grounds.

We evaluate any uncorrected misstatements against both
the guantitative measures of materiality discussed above and
in light of cther relevant gualitative considerations in forrming
our opinion.

Other information

The cther informatiaon comprises the information included

in the annual report, including the strategic report and the
directors' report, other than the financial statements and our
auditor's report thereon. The directors are responsible for the
other information contained within the annuat report, Cur
opinion on the financiat statements does not cover the other
information and, except to the extent otherwise explicitly
stated in this report, we do nct express

any form of assurance conclusion thereon.

Our responsibility is to read the other information and, in
doing so, consider whether the other information is materially
inconsistent with the financial statements or our knowledge
obtained in the course of the audit or otherwise appears

to be materially misstated. If we identify such material
inconsistencies or apparent material misstaterments, we are
required to determine whether this gives rise to a material
misstatement in the financial statements themselves. If, based
on the work we have performed, we conclude that there

is a material misstatement of the other informatian, we are
required to report that fact.

We have nothing to report in this regard. We refer to the
section concerning our identified key audit matter on
Significant Disclosures,

Corporate governance statement

As THG plc have voluntarily complied with the UK Corporate
Governance Code, we are required to review the directors’
statement in relation to going concern, longer-term viability
and that part of the Corporate Governance Statement relating
to the Group and company's compliance with the provisions
of the UK Corporate Governance Code specified for

oUr review.

Based on the work undertaken as part of cur audit, we

have concluded that each of the following elements of the
Corporate Governance Statement is materially consistent
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with the financial statements or our knowledge obtained
during the audit:

Directors' slatement with regards to the appropriateness
of adapting the going cunwern basis of accounting and
any material uncertainties identified set out on page 93;

Directors' explanation as 1o its assessment of the
compary's prospects, the period this assessment covers
and why the period is appropriate set out on page 93;

Nirectors’ statemenl un fair, balanced and understandable
set cut on page 127;

Beard's cenfirmation that it has carried out a robust
assassment of the emerging and principal risks set out cn
pages 86-87,;

The section of the Annual Report and Accounts that
describes the review of effectivenass of risk management
and internal control systfems set out on page 83; and;

The section describing the work of the Audit Commitiee
and Risk Committee set out on page 123 and 130.

Opinions on other matters prescribed
by the Companies Act 2006

In our opinion, the part of the directors’ remuneration report to
be audited has been properly prepared in accordance with the
Companies Act 2006,

in our opinion, based on the work undertaken in the course of
the audit:

the infermation given in the strategic report and the
directors’ report for the financial year for which the
financial statements are prepared is consistent with
the financial statements and those reports have
been prepared in accordance with applicable legal
requirements,

the infermation about internal control and risk
management systems in relation to financial reporting
processes and about share capital structures, given in
compliance with rules 7.2.5 and 72.6 in the Disclosure
Rules and Transparency Rules sourcebock made

by the Financial Conduct Autharity (the FCA Rules),
is consistent with the financial statements and has
been prepared in accordance with applicable legal
requirements; and

information about the company’s corporate governance
statement and practices and about its administrative,
management and supervisery bodies and their
committees complies with rules 72.2, 7.2.3 and 72.7 of
the FCA Rules,

Matters on which we are
required to report by exception

In the light of the knowledge and understanding of the Group
and the parent company and its environment cbtained
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in the course of the audit, we have not identified material
misstatements in:

«  the strategic repurt or the directors’ repart; or

the information about internal control and risk

rmanagerment systems in refation to financial reporting
processes and about share capital structures, given in
compliance with rules 72.5 and 72.6 of the FCA Rules.

We have nothing Lo report in respect of the following matters
in relation to which the Companies Act 2006 requires us to
report to you if, in our opinian;

adequate accounting records have not been kept by the
parent company, or returns adequate for our audit have
not been received from branches not visited by us; or

the parent company financial statements anrt the part of
the Direclors’ Kemuneration Report to be audited are not
in agreement with the accounting records and returns; or

. certain disclosures of directors’ remuneration specified
by law are not made;

we have not received all the information and
explanations we require for our audit; or

a Corporate Governance Statement has not been
prepared by the company.

Responsibilities of directors

As explained more fully in the directors’ responsibilities
staternent set out on page 103, the directors are responsible
for the preparation of the financial statements and for being
satisfied that they give a true and fair view, and for such
internal control as the directors determine is necessary to
enable the preparation of financial staterments that are free
from material misstaternent, whether due to fraud or error,

In preparing the financial statements, the directors are
responsible for assessing the Group and 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 liguidate
the Group or the company or to cease operations, or have no
realistic alternative but to do so.

Auditor's responsibilities for the
audit of the financial statements

Qur objectives are to obtain reasonable assurance about
whether the financizal statements as a whole are free from
material misstatement, whether due to fraud or error,

and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance, but is
not a guarantee that an audit conducted in accordance
with ISAs (UK) will always detect a material misstaternent
when it exists, Misstatements can arise from fraud or

error and are considered material if, individually cr in the
aggregate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of these
financial statements,
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Explanation as to what extent

the audit was considered

capable of detecting irregularities,
including fraud

Irregularities, including fraud, are instances of non-compliance
with laws and regulations, We design procedures in

line with our responsibilities, outlined above, to detect
irregularities, including fraud. The risk of not detecting a
material misstaternent due to fraud is higher than the risk of
not detecting one resulting from error, as fraud may invalve
deliberate concealment by, for example, fargery or intentional
misrepresentations, or through collusion, The extent to

which our precedures are ¢capable of detecting irregularities,
including fraud is detailed below.

However, the primary responsibility for the prevention
and detection of fraud rests with both those charged with
governance of the company and management,

We obtained an understanding of the legal and
regulatory frameworks that are applicable to the Group
and determined that the most significant are those that
relate to the reporting framework (IFRS, Companies
Act 2008, the UK Corporate Governance Code, and
the Listing Rules of the UK Listing Authority) and the
relevant tax compliance regulations in the jurisdictions
in which THG PLC operates. In addition, we concluded
that there are certain significant laws and regulations
that may have an effect on the determination of the
amounts and disclosures in the financial statements
and those laws and regulations relating to health and
safety, employee matters, environmental, and bribery and
corruption practices.

We understood how THG PLC is complying with those
frameworks by making enquiries of management,
internal audit, those responsible for legal and
compliance procedures and the Company Secretary. We
corrcbarated our enquiries through cur review of Board
minutes, internal audit reports and papers provided to
the Audit and Risk Committee.

We assessed the susceptibility of the Group's financial
statements to material misstatement, including how
fraud might oceur. We identified fraud risks in our

work on adjusted items and revenue recognition and
performed specific procedures which were responsive to
the identified fraud risks.

Based on this understanding we designed our audit
procedures to identify non-compliance with such laws
and regulations. Qur procedures involved journal entry
testing, with a focus on manual consalidation journals
and journals indicating large or unusual transactions
based on our understanding of the business; performing
inguiries of internal and external legal counsel; reviewing
material items within the Group's legal expenses; and
reviewing media coverage of the Group 1o identify
whether there were matters that had not been brought
to our attention through discussions with management.
In addition, we completad procedures 1o conclude on
the compliance of the disclosures in the Annual Report
and Accounts with the requirements of the relevant
accounting standards, UK legislation and the UK

Corporate Governance Code 2018, We also engaged

EY forensics specialists to assist with the performance of
our procedures around compliance with applicable laws
and regulations.

A further description of our responsibilities for the audit
of the financial staternents is located on the

Financial Reparting Council's website at
https://wwwifrc.orguk/auditorsresponsibilities,

This description forms part of aur nnditor's report.

Other matters we are required
to address

Following the recommendation from the board, we were
appointed by the company in 2021 to audit the financial
staterments for the year ending 31 December 2022 and
subsaquent financial pericds,

The period of total uninterrupted engagement including
previous renewals and reappointments is 11 years,
covering the years ending 31 December 2011 o 31
December 2022,

The non-audit services prohibited by the FRC's Ethical
Standard were not provided to the Group or the parent
company and we remain independent of the Group and
the parent company in conducting the audit,

The audit cpinion is consistert with the additional report
to the audit committee.

Use of our report

This report is made solely to the carmpany’s members,

as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Qur audit work has been undertaken so
that we might state to the company’s members those matters
we are required to state to them in an auditor's repert and for
no other purpose. To the fullest extent permitted by law, we do
not accept or assume responsibility to anycne other than the
company and the company’s members as a body, for our audit
work, for this report, or for the opinions we have formed.

bk - Hor LI

/—-___—

Karl Havers
(Senior statutory auditer)

for and on behalf of Ermnst & Young LLP,
Statutory Auditor

London
17 April 2023
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Consolidated statement of comprehensive income for the year ended

31 December 2022

Revenne

2022 2021
Total Total
Note £'000 £000
2 2,239,229 279,910
Cost of sales (1,359,254) (1,225,508)
Gross profit 879,975 954,404
Distribution costs (402,769) (429,940)
Administrative costs (972,771) (661927)
Operating loss 3 {495,565} 137463)
Finance incorne 8 2,359 623
Finance costs 8 (56,522) (45,447)
Loss before taxation {549,728) {186,287)
Income tax credit g 9,771 48,213
Loss for the financial year (539,957) (138074)
Other comprehensive (expense} / income
Itemis that may be subsequently reclassified to profit or loss:
Exchange differences on translating foreign operations, net of tax 62,953 (272)
Net gain in cash flow hedges 9,753 1,33
Total comprehensive expense for the financial year (467,251) (126,955)
Basic and diluted loss per share (£) 26 (0.44) (013)
Adjusted EBITDA
2022 2021
Notes £000 £'000
Operating loss {495,565) (137463)
Adjustments for:
Share-based payments 7 10,734
Ad|usted tems - impairment 4 275,422 55,890
Adjusted items - other 4 70,357 73238
Depreciation 121,22 94,191 70,478
Amortisation n 108,975 99,033
8414 161276

Adjusted EBITDA’

1. Adjusted EBITDA 1s defined as operating profil before depreciation, amortisation, share-based payments and adjusted items,

The results for the year are denved from continuing actrvities.

The comprehensive expense is 100% attributable to the owners of the Parent Company.

171



THG

Consolidated statement of financial position as at 31 December 2022

31 December

31 December

2022 2021
Note £'000 £'000
Non-current assets
Intangibls assets n 1,275,762 1,506,292
Property, plant and eauipment 122 360,041 J3bb2u
Right-of-use assets 22 294,309 310,282
Investments 1,400 1400
Other financial assets 14 21,567 -
1,953,079 2153594
Current assets
Assets held for sale 12,2 21,397 -
Inventories 13 373.271 466,781
Trade and other receivables 15 264,949 263,929
Other financial assets 14 o 2700
Current tax asset 2,377 -
Cash and cash equivalents 1<) 473,783 536,827
1,136,078 1270237
Total assets 3,089157 342383
Equity
Qrdinary shares 23 6,903 6,684
Share premium 2,024,452 20223
Merger reserve 615 615
Capital redemption reserve 523 523
Hedging reserve {6,221) (12,964}
Cost of hedging reserve 16,704 13,694
FX reserve 61,859 (1,094)
Retained earnings (803,096) {274,015)
1,301,739 1,755,754
Non-current liabilities
Borrowings 18 648,197 489113
Other financial habilities 4 4189 -
Lease liabilities 22 290,381 305831
Provisions 9 18,840 15,6823
Delerred tax 21 76,598 73,766
1,038,205 884,333
Current liabilities
Contract liability 20 34,256 36143
Trade and other payables 17 636,440 A76,563
Borrowings 18 130,092 752
Current tax liability N ans
Lease habilties 22 43,995 43,342
Provisions 19 3,530 883
Other financial liabilities 14 _ 21,943
749,213 783744
Total liabilities 1,787,418 1668077
Total equity and liabilities 3,089,157 3423831

The financial statements on pages 171-223 were approved by the .
Board of Directors on 17 April 2023 and were signed on its behalf by Damian Sanders

Chief Financial Officer

Registered number; 06539496 172
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Consolidated statement of changes in equity for the year ended

31 December

2022

. Capital . Cost of .
Ordinary Share Merger pral FX Hedging . Retained .
X Redemption Hedging . Total equity
shares premium reserve reserve reserve earnings
reserve reserve
Note £000 £000 £'000 £000 £'000 £'000 £000 £000 £'000
Balance at 1 January 2021 6,061 1267171 615 523 1822} {18,003) 7342 (138,361) 144,526
Loss for the year - - - - - - (138,074) {138,074)
Other comprehensive
expense
Impact of foreign exchange - - B - (272) B - (272)
Mowveraent an nerging
- - H038 6,352 - 11,391
nstrdrments
Total comprehensive
{expense} / incame for - - - (272) 5039 6,352 (138.074) {126,955)
the year
IssJe of ordinary share
623 735140 - - - - - 735,763
capital
Deferred tax effect in equ ty 21 - - - - - - 2,420 2,420
Balance at 31 December
2021 66584 2nazam 6i5 523 (1,094} {12,964} 13684 {274,0°5) 1755754
Balance at 1 January 2022 6,684 202231 615 523 (1,094} {12,964) 13,694 (274,015} 1,755,754
Lass for the year - - - - (539957) (539,957)
Oter comprehensve
ncome:
Impact of foreign exchange - - 52,953 - - 62,953
Movement on redging
- - - - 6743 306G - 9753
nstrurrents
Total comgrehensive
income / (expanse) for - 62,053 6743 3010 (539,957) (467251}
the year
IssJe of ardinary share
219 214 - - - - - - 2,360
capital
Share-based payments 7 - - - - 10734 10,734
Defered tax effect in equity 21 - - - - - - - 142 142
Bafance at 31 December . .
6903 2024452 615 523 61853 6221 16,704 (803.096) 1301739

2022
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Consolidated statement of cash flows for the year ended
31 December 2022

THG

2022 2021

Note £000 £'000
rash flows from operating activities before adjusted cash flows
Cash generated from operations 25 87,642 95,954
Income tax paid (4,857} (7095)
Net cash generated from operating activities
before adjusted cash flows 82,785 88,859
Cash flows relating to adjusted items (45,071) {65,528)
Net cash generated from operating activities 3zn4 23,331
Cash flows from investing activities
Acquisition of subsidianies net of cash acquired 0 {5,691} (768,490)
Purchase of investments - (1400)
Purchase of praperty, plant and equiprnent (94,854) (111,553)
Purchase of intangible assets (81,564) (77.620)
Interest received 8 2,369 323
Net cash esed in investing activities (179,750) (958,740)
Cash flows fram financing activities
Proceeds from issuance of ordinary shares net of fees (73) 760,230
Interest paid (27923) {25,358)
Proceeds from bank borrowings 156,000 -
Repayment of lease liabilities 22 {49,012) (38,218)
Net cash flow from financing activities 78,992 698,655
Net decrease in cash and cash equivalents (63,044) {236,754)
Cash and cash equivalents at the beginning of the year 536,827 773,581
Cash and cash equivalents at the end of the year 16 473,783 536,827
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Notes to the consolidated financial statements

Basis of preparation

The consolidated financial statements have been prepared
in accordance with UK-adopted intermational accounting
standards ("IFRS"). The financial statements have been
prepared on the historical cost basis, except for derivatives
which are held at fair value.

The accounting policies adopted by the Group in the
current year are consistent with those adopted during the
year ended 31 December 2021,

There have been no new or amended accounting standards
or interpretations adopted during the year that have had a
significant impact on the Group's financial statements.

There are no standards, interpretations or amendmants to
IFRS that have been issued but are not yet effective that are
expected to have a material impact on the Group's financial
staternents,

Gowmg concern

Accounting standards require that Directors satisfy
themselves that it is reasonable for them to conclude

on whether or not it is appropriate to prepare financial
statements on the going concern basis. There has been no
material uncertainty identified that would cast significant
doubt upon the Group's ability to continue using the going
concern basis of accounting for the 12 months to April 2024,

The Group's business activities, together with the factors
likely to affect its future development, performance and
position, are set out in the Strategic Report on pages 3-104.

The Group's strategic planning cycle includes an annual
Budget process, which is reviewed by the Board. This
planning process involves madelling under a series of
assumpticns. Severe but piausible downside scenarios
were also modelled setting out impacts of a combinaticn of
the principal risks, as well as a reverse stress test to identify
what would be required to either breach covenants or run
out of liquidity. This process is led by the Group CFO and
Deputy Group CFO aleng with the Board and Executive
Chair and CEO providing further direction to align strategic
initiatives, Following the divisional recrganisation of the
business units in the year, more granular information has
been available which has supported decision making

on strategic Initiatives, Forecasts have been prepared

on a divisional level. The Directors of the Group review

its Budget petiodically, which is revisited and revised as
appropriate in response to evolving market conditions.

175

In considering the Group's financial position the Directors
have considered:

Expected future growth of trading businesses;

The committed and expected pipeline of its
Ingenuity business;

Margins expected to be achieved in the future; and
wider market and industry specific factors,

Tha Directors have also considered the liquidity of the
Group as well as available facilities and note that as at

the balance sheet date, the Group had a tetal of £170m in
undrawn facilities, along with £474m readily available cash
held on the balance sheet, Net debt at this date was £515m
(note 18) and net debt of £181m before the inclusion of IFRS
16 lease liabilities.

In December 2019, the Group entered into a €600m seven
year loan facility agreement due to mature in December
2026 and a £170m Revolving Credit Facility ("RCF") due to
mature in December 2024. During the year an incremental
£156 million export facility was provided by the Group's
existing lenders ranking pari passu with the existing facility.
This new facility expires in Qctober 2025, There are no key
covenants attached to the €600m or £156m facilities which
are drawn down, but the covenants attached to the RCF are
linked to gross debt leverage and become effective when
the facility is drawn upan. This facility is not currently drawn
down, and not forecast to be drawn in the future period.

The Directors are of the opinian that the Group's forecasts
and projections, which they believe are based on an
appropriate assessment of the market and past experience
taking account of reasonably possible changes in trading
performance given the current market and ecancmic
conditions, show that the Group should be able to operate
within the current facility and comply with its banking
covenants in the event that the RCF facilities are drawn
upon. The Directors have modelled a range of scenarios,
including a base case which has been stress tested

to consider downside risks and a reverse stress test,

over a three-year period. Further details of the Group's
considerations are provided in the Viability Statement and
Going Concern Statement on page 93,

As a result of the analysis performed, including potential
severe but plausible scenarios, the Board believes that

the Group is able to adequately manage its financing and
principal risks and that the Group will be able to operate
within the level of its facilities and meet the required
covenants for the gaing concern assessment period. Based
on the abave activity, the Directors are satisfied that it

is appropriate to prepare the financial statements of the
Group on a going concern basis,



1. Accounting policies

The Group's key accounting policies are set out below.
These policies have heen prepared on the Lasis of the
recegnition and measurement requirements of IFRS
standards in effect that apply to accounting periods
beginning on or after 1 January 2022 and have been applied
to 2021 comparatives where applicable,

@ Basis of consolidation

The Group financial statements consolidate those of the
Company and all its subsidiary undertakings drawn up to 31
December 2022. Subsidiaries are all entities over which the
Group has control. When the end of the reporting period of
a subsidiary is not 31 December, the subsidiary prepares, for
consolidation purposes, additional financial information as
of the same date as the financial statements of the Group.

All transactions and balances between Group companies
are eliminated on consolidation, including unrealised gains
and losses on transactions between Group companies.
Where unrealised losses on intra-Group asset sales are
reversed on consclidation, the underlying asset is also
tested for impairment from a Group perspective.

Amounts repeorted in the financial statements of
subsidiaries have been adjusted where necessary to ensure
censistency with the accounting policies adopted by the
Group. Profit or loss and other comprehensive income of
subsidiaries acquired or dispesed of during the year are
recognised from the effective date of acquisition, or up to
the effective date of disposal, as applicable.

b Business combinations

Business combinations are accounted for using the
acqguisition method under IFRS 3 ‘Business Combinations!
The consideration transferred by the Group to obtain
control of a subsidiary is calculated as the sum of the
acquisition-date fair values of assets transferred, liabilities
incurred, and the equity interests issued by the Group,
which includes the fair value of any asset or liability arising
from a contingent consideration arrangerment. Acquisition
costs are expensed as incurred.

The Group recognises identifiable assets acquired ang
liabilities assumed, including contingent liabilities, in a
business combination regardless of whether they have
been previously recognised in the acquiree’s financial
statements prior 1o the acquisition. Assets acquired and
liabilities assumed are measured at their acquisition-date
fair values. These fair values can be re-assessed for a
pericd of 12 months from the date of acquisition based on
information available at the date of acquisition.

THG

Goodwill is stated after separate recognition of other
identifiable intangible assets. It is calculated as the excess
of the sum of a) fair value of consideration transferred, b)
the recognised aimount of any non-controlling interest

in the acquiree and ¢) acquisition-date fair value of any
existing equity interest in the acquiree, over the acquisition-
date fair values of identifiable net assets. If the fair values

of identifiable net assets exceed the sum calculated above,
the excess amount {i.e. gain on a bargain purchase) is
recognised in profit or loss immadiately.

In determining whether a transaction is a business
combination or an asset purchase, the Group considers
the inputs, processes and outputs acquired in accordance
with IFRS 3.

¢ Revenue

Revenue consists primarily of direct to consumer (D2C)
internet sales along with business to business (B2B) sales.

D2C and B2 sales

Identifying performance obligations:

For D2C and B2B sales the performance obligation is the
delivery of the goods purchased by the customer. Control
of gnods is transferred upon delivery of the product to the
customer.

ldentifying the transaction price:

For D2C sales, the customner pays in full at the point of sale,
with the transaction price allocated to individual goods
purchased. A contract liability is recognised until the related
goods have been delivered. For B2B sales, the customer
pays in line with the agreed credit terms,

Revenue is shown net of returns, with expected sales
returns estimated based on historical return data applied
to sales. These returns are accounted for at the lower

of cost or net realisable value. A right of return asset
(and corresponding adjustment to cost of sales) is also
recognised for the right to recover the goods from the
customner.

Allocation of transaction price to performance obligations:
In general, the whole transaction price is allocated to the
performance obligation. Where a customer purchases
multiple goods within one transaction, the transaction price
is allocated to those goods based on relative stand-alone
selling prices.

Revenue recognition:

Revenue is recognised at the point of time when the
customer receaives the goods, shown net of returns,
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Revenue Jrom coRmracts

Identification of performance obligations:

THG Ingenuity Commerce contracts often have multiple
performance obligations that include but are not limited
to: creation of digital assets, marketing services, stock
management, fulfilment, customer support services

and access to THG's Ingenuity platform. Each contract
is reviewed individually once signed and is assessed to
identify the separate performance obligations, In a typical
Ingenuity Commerce contract, all goods and services
provided are considered to be distinct’ as the client can
derive independent benefit from each service provision
and the promise to transfer services to the customer is
separately identifiable. These contracts contain multiple
performance obligations.

Determining transaction prices:

Transaction prices are agreed in advance of the
commencement of the waork and are cutlined within the
signed contract, The amount agreed per service is deemed
to be the fair value of the service provision. Consideration
receivable s usually at a fixed price, however there are
some elements that are variable and dependent on order
volume and sales levels, for example operations revenues
made up of fulfilment fees and revenue share income. The
charging structure for such transactions is clearly detailed
within the signed contract.

Allocation of transaction price to performance obligaticns:

Where contracts cover multiple performance obligations,
the transaction price is allocated on a basis that is
consistent with the sale of each performance obligation
in isolation.

Revenue recognition:

Within certain Ingenuity contracts, the amount of revenue
recognised depends on whether the Group are acting as
an agent or principal. The Group acts as principal when it
has cantrel of the specified good or service prior to transfer
to the customer. Where the Group acts as principal, the
revenue recorded is the gross amount billed. Where the
Group is an agent, predominantly relating to revenue share
arrangements, revenue from the customer and costs with
suppliers are reported on a net basis representing the net
margin earned, Whether the Group is acting as principal

or agent depends on management’s analysis of bath legal
form and substance of the agreement between the Group
and its business partners,

The allocated transaction price is recognised from the paint
at which the customer starts to benefit from the service
and over the time the service is provided. For marketing
services, stock management, fulfilment, customer support
services and access to THG's Ingenuity platferm these are
recognised when the service is provided.

The creation of digital assets revenue is recognised

on a percentage completion basis as the work is performed
because the work does not create an asset with an
alternative use and the Group has a right to payment

for the work performed at each point in time.
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Revenue which is invoiced in advance is recorded as a
cantract liability on the balance sheet and released to the
staterment of comprehensive income account over the
periods in which the services are provided.

Costs associated with abtaining a contract with a custormer
that would not have been incurred if the contract had not
been obtained are recognised as an asset where they

are expected to be recoverable and depreciated over the
life of the contract. Costs to obtain a contract that would
have been incurred regardless of whether the contract
was obtained or not are recognised as an expense when
incurred, unless those costs are explicitly chargeable to the
customer regardless of whether the contract is obtained.

Rezenie yecognised under TIFRS 16

Revenues from internet hosting contracts are recognised
under IFRS 16 as the Group is considered a lessor in
these transactions.

Income from hosting contracts is recognised on a straight-
line basis from the commencement date over the lease
term as the performance obligation is settled over the life of
the contract. Any inftial direct costs incurred in negotiating
and arranging an operating lease are added to the carrying
amount of the leased asset and recognised over the lease
term on the same basis as rental income.

Revenue fropr memberships

Fees recognised in raspect of memberships are recorded
on a straight-line basis over the membership period.

Barter inconie

For some of its monthly subscription offerings, THG
receives goods for inclusion in its subscription boxes

from business partners in return for the marketing
expasure received by those products being included in
the subscription box. The goods are recognised as stock
when received and held at their fair value. When the box is
sold, the revenue for providing those marketing services is
recognised with an equal and offsetting entry recorded in
cost of goods sold.



d. Adjusted tiems

The business is managed and measured on a day-to-day
hasis using undcrlying resulls (Adjusted EBITDA), lhisis
an impartant metric utilised within the business to monitor
performance and guide strategic business decisions, The
metric captures the Group's view of underlying trading
performance after excluding non-recurring items and

initial investment / set-up costs related to establishing the
Group's warehousing and logistics facilitias Forther details
ot the categories considered as adjusting items are detailed
in note 4,

Management applies judgement in determining which
itemns should be excluded from adjusted EBITDA, The
considerations factored into this judgement include but are
not limited to:

Nature of the item
Significance of the item on the financial results

Management's expectation on the recurring or
non-recurring nature of the item

These are iterns which are material in nature and include,
but are not limited to, costs relating to acquisitions,
disposals and significant events or projects, some of which
span multiple years.

Although categeries of adjusted items may appear across
multiple periods, the underlying event driving that cost or
income is often non-recurring,

These items are excluded fram adjusted EBITDA as
management believe their inclusion distorts the underlying
trading performance. This is consistent with the way that
financial performance is measured by management and
reported to the Board. For further details, refer to note 4.

e Share-based payments

The Group operates share-based compensation plans,
under which the Group receives services from employees
as consideration for equity instruments (options) of the
Company. The fair value of the employee services received
in exchange for the grant of the equity instruments

is recognised as an expense in the statement of
comprehensive income. The total expense is recognised
over the vesting periad, which is the peried over which

all the specified vesting cenditions are to be satisfied.

At the end of each reporting period, the Group revises

its estimates of the number of equity instruments that

are expected to vest based on the non-market vesting
conditions aleng with taking account of any equity
instruments that may have been cancelled or modified

in the period. It recognises the impact of the revision to
original estimates, if any, in the statement of comprehensive
income with a corresponding adjustment te equity.

THG

The shares issued under the Group's share schemes
are held by an Employee Benefit Trust ("EBT"), with the
beneficial interest in the shares being held jointly by the
B and the individual participant until the shares vest.
The EBT has been consclidated within the Group's
financia! statements.

S Inrangible assers
Goodwill

Goodwill represents the excess of the cost of acquisitions
over the Group's interest in the fair value of the identifiable
assets and liabilities (including intangible assets) of the
acquired entity at the date of acquisition. Goodwill is
recognised as an asset and assessed for any indications of
impairment at least annually. Any impairment is recognised
immediately in the statement of comprehensive income.

For the purposes of impairment testing, goodwill is
reviewed by assessing the cash-generating unit that has
benefited from the acquisition. If the recoverable amount of
the cash-generating unit is less than its carrying amount,
then the impairment loss is allocated first to reduce the
carrying amount of the goodwill allocated to the unit and
then to the other assets of the unit on a pro rata basis.

On disposai of a subsidiary, the attributable amount of
goodwill is included in the determination of the profit and
loss on disposat,

Plazform Development costs

The costs of acquiring and developing the platform and
websites is capitalised separately as an intangible asset.
Capitalised website costs include direct costs of materials,
services, directly attributable overheads, payroll and payroli-
related costs for employees who are directly associated
with website development projects. Such costs are only
capitalised when the criteria within I1AS 38 are met.

Inrellectual Property

This includes separately acquired customer lists, demain
and trade names, and other intellectual property, including
customer lists acquired as part of business combinations,

Separately acquired intangible assets are measured at
cost on initial recognition. Following initial recognition,
intangible assets are carried at cost less any accumulated
amortisation and impairment losses,

Brands

Brands arising from business combinations are recognised
at fair value on acquisition date. An assessment is made

on the useful economic life, and the intangible asset is
subsequently amaortised over that life, The useful economic
life is reviewed on an annual basis to confirm that the useful
life continues to be supportable,
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Orher intangible assers

Costs associated with developing new products are
capitafised as an intangible asset, including directly
associated costs,

Intangible assets are amortised on a straight-line basis

over their estimated useful economic life. Amaortisation

is charged to the staterment of comprehensive income,
classified in expenses depending on the nature of the dssel,
The estimates of useful economic lives are reviewed on an
annual basis and any changes are treated as changes in
accounting estimates,

Where computer software is not an integral part of a related
item of computer hardware, the software is treated as an
intangible asset. Computer software is capitalised on the
hasic of the costs inniirred to acquire and bring to use the
specific software. Amortisation is provided on the cost of
software and is calculated on a straight-line basis over the
useful life of the software.

The following useful economic lives are applied:

Platform development costs 5 years
New product development 1-5 years
Brands 5-20 years
Intellectual property 2.20 years

{including custormer hists, domain and trade narmes)

& Property; planr and equipment

Property, plant and equipment are stated at historic
purchase cost less accumulated depreciation, 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 at the following
annual rates in order to write off each asset on a systematic
basis over its estimated useful econcmic life. Depreciation

is charged to the statement of comprehensive income,
classified in expenses depending on the nature of the asset,

At each reporting date, property, plant and equipment

is reviewed for impairment if events or changes in
circumstances indicate that the carrying amount may not
be recoverable. When a review for impairment is conducted,
the recoverable amount is assessed by reference to the net
present value of expected future pre-tax cash flows of the
relevant cash-generating unit or fair value less costs to sell
if higher. Any impairment in value is charged to profit or loss
in the period in which it occurs,
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Plant and machinery 5-10 years
Fixtures and fittings 3-20 years
Computer equipment and software 1-1G years
Freehold builldings 20-50 years
Motor vehicles 3-7 years

Lower of lease

Leasehold improvements
term or asset life

b, Borrowing cosis

Borrowing costs incurred in relation to bringing into use
both tangible and intangible assets are capitalised as the
expenditure is incurred on such assets and subseguently
depreciated in line with the useful economic life of the
relevant asset.

I fnoenrories

Inventories are valued at the lower of cost and net
realisable value, on a weighted average cost basis. Cost of
purchase comprises the purchase price including import
duties and other taxes, transport and handling costs and
any other directly attributable costs, less trade discounts,
A provision is made to write down any slow-moving or
obsoiete inventory to net realisable value.

/- Financial imstruments

The following are deerned to be financial assets and
liabilities within the scope of [FRS 8.

Deripative financial instrugnents

The Group uses derivative financial instruments, such

as foreign currency swaps, to hedge its foreign currency
risks, The Group also values options either from a third
party to acquire shares within the Group or divisions, or
where the Group holds an option to acquire shares in a
third party. Derivative financial instruments are recegnised
initially and subsequently at fair value. The gain or loss on
remeasurement to fair value is recognised immediately in
the statement of comprehensive income. However, where
derivatives qualify for hedge accounting, recognition of any
resultant gain or loss depends on the nature of the item
being hedged. The saie and purchase of derivative financial
instruments are non-speculative.



Cush fow bedges

Where a derivative financial instrurnent is designated as a
hedge agaoinst the variability in cash flows of a recognised
asset or liability, or a highly probable forecast transaction,
any gain or loss on the effective part of the derivative
financial instrument is recognised in other comprehensive
income and accumulated within the hedging reserve,

The gain or less on any ineffective portion of the hedge is
recognised immediately in the statement of comprehensive
income, Hedge accounting 1s discontinugd wlhiezn (he
hedging instrument no longer meets the criteria for hedge
accounting, expires, or is sold, terminated or exercised.

The cumulative gain or loss previously recognised in the
hedging reserve remains there until the forecast transaction
occurs. The cumulative gain or loss in the hedging reserve
is transferred to the staterment of comprehensive income in
the same period that the hedged item affects profit or loss.

Gain or loss on a portion of a derivative designated as a
hedging instrument that is excluded from that hedging
relationship is captured in the cost of hedging reserve,

Trade and other recelioables

Trade and other receivables are non-interest bearing and
are initially recognised at fair value, Subsequently they are
measured at amaortised cost using the effective interest rate
method less loss allowance. The Group measures the loss
gllowance at an amount equal to lifetime expected credit
losses.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and in
hand and shart-term deposits with an original maturity of
three months or less. Cash and cash equivalents include
amounts receivable from banks and payment providers
for credit and debit card transactions which clear the bank
shartly after the transaction takes place.

For the purposes of the consolidated statement of cash
flows, cash and cash equivalents consist of cash and
short-term deposits, as defined, net of outstanding bank
overdrafts.

Fmancial frabilities

Financial liabilities within the scope of IFRS 9 are classified
as financial liabilities at amortised cost. The Group
measures contingent cansideration liabilities at fair value
through profit and loss.

Trade und other payables

Trade and other payables are non-interest bearing and are
recognised initially at fair value and subsequently measured
at amartised cosl using the effective interest method. Within
trade and other payables, returns recognised under IFRS 15
(representing the liability for patential returns from customers)
are captured within accruals.

THG

The Group has a supply chain financing agreement in place
to support the cash flow of its external suppliers. The funding
Is provided by two of the Group's relationship banks and
gives certain suppliers the flexibility to receive early payments
on specific invoices. All early payrmenls ale processed by

the funding bank and the Group settles the original invoice
amount with the funders at the original invoice due date. The
outstanding balances due to suppliers are recorded within
trade payables,

Bank horramwrgs

Interest-bearing bank loans and overdrafts are initially
recorded at fair value, which equals the proceeds received,
net of direct issue costs, Finance charges, including
premiums payable on settlement or redemption and direct
Issue costs, are accounted for using an effective interest
rate method and are added to the carrying amount of the
instrument to the extent that they are not settled in the
period in which they arise,

k. Supplier income

Supplier income comprises retrospective rebates and
discounts. They are receivable in respect of goods which
have been sold and are initially recognised as accrued
income. The retrospective rebates are analysed per supplier
basis and accrued income is adjusted accordingly based

on guarterly assessmenl of variables impacting expected
rebates. All retrospective rebates and discounts received
and receivable are deducted from cost of sales when the
sale to the third party has been completed.

[ Contracr iubifities

A centract liability is the obligation to transfer goods or
services to a customer for which the Group has received
consideraticn {or an amount of consideration is due) from
the customer, If a customer pays consideration before

the Group transfers goods or services to the customer, a
contract liability is recognised when the payment is made
or the payment is due (whichever is earlier). Contract
liabilities are recognised as revenue when the Group
performs under the contract,

m.  Leases

The Group assesses at contract inception whether a
contract is, or contains, a lease. That is, if the contract
conveys the right to control the use of an identified asset for
a period of time in exchange for consideration.

(iroup as ¢ lessee

The Group applies a single recognition and measurement
approach for all leases, except for short-term |eases and
leases of low-value assets. The Group recognises lease
liabilities to make lease payments and right-of-use assets
representing the right to use the underlying assets.
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Right-af-wse assers

The Group recognises right-of-use assets at the
commencement date of the lease (i.e. the date the
underlying asset is available fur use). Bight-ot-use

assets are measured at cost, less any accumulated
deprecigtion and impairment losses, and adjusted for any
remeasurement of lease liabilities. The cost of right-of-use
assets includes the amount of lease liabilities recognised,
initial direct costs incurred and |ease payments made at or
before the commencement date, less any lease incentives
received, Right-of-use assels are depreciated on a straight-
line hasis over the shorter of the lease term and the
estimated useful lives of the assets, as follows:

Plant and machinery 1- 6 years
Motor vehicles 3-6 years
Buildings 1-28 years

Lease labilities

At the commencement date of the lease, the Group
recognises lease liabilities measured at the present value of
lease payments to be made over the lease term. The lease
payments include fixed payments (including in-substance
fixed payments) less any lease incentives receivable,
variable lease payments that depend on an index or g

rate and amounts expected to be paid under residual
value guarantees. The lease payments also include the
exercise price of a purchase option reascnably certain to
be exercised by the Group and payments of penalties for
terminating the lease, if the lease term refiects the Group
exercising the option to terminate.

In calculating the present value of lease payments,

the Group uses its incremental borrowing rate at the

lease commencement date because the interest rate
implicit in the lease is not readily determinable. After the
commencament date, the amount of lease liabilities is
increased to reflect the accretion of interest and reduced for
the lease payments made. In addition, the carrying amount
of lease liabilities is remeasured if there is a modification, a
change in the lease term, a change in the lease payments
{e.g. changes to future payments resulting from a change

in an index or rate used to determine such lease payments)
or a change in the assessment of an option to purchase the
underlying asset.

The Graup's lease liabilities are included in interest-bearing
loans and borrowings.

Short-term Jouses and leases of lose-value assers
The Group applies the short-term lease recognition
exemption to its short-term leases (ie. those leases

that have a lease term of 12 months or less from the
commencement date and do not contain a purchase
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aption), It also applies the lease of low-value assets
recognition exemption to leases that are considered to be
low value, Lease payments on short-term leases and leases
of low-value assets are recognised as an exponsc on a
straight-line basis over the lease term,

Group as a lessor

teases in which the Group does not transfer substantially
all the risks and rewards incidental to ewnership of an asset
are classified as operaling leases, Hental income arising is
accounted for on a straight-line basis over the lease terms
and is included in revenue in the statement of profit or loss
due to its operating nature. Initial direct costs incurred in
negotiating and arranging an operating lease are added

to the carrying amount of the leased asset and recognised
over the lease term on the same basis as rental income,
Contingent rents are recognised as revenue in the period in
which they are earned.

Sale and Leaseback accounting

The Group applies sale and leaseback accounting in
accordance with IFRS 16 'Leases’ Specifically, the Group
recognises the gain or (0ss on the sale and leaseback
transaction by recognising the proportion relating to rights
transferred to the buyer directly to the income statement.

Dilaprdarions propisions

Dilapidations provisions relate to leased properties.
Dilapidations provisions are made based on the best
estimate of the likely committed cash outflow and
discounted to net present value. The provision, when
recognised increases the right-of-use asset. Dilspidations
provisions are expected to be used at or by the end of the
lease term,

n  Taxation

The tax expense included in the statement of
comprehensive income and staterment of changes in equity
comprises current and deferred tax,

Current tax is the expected tax payable based on the
taxable profit for the period and the tax laws that have
been enacted or substantively enacted by the reporting
date. Management periodically evaluates positions taken
in tax returns with respect to situations in which applicable
tax ragulation is subject to interpretation. It establishes
provisions where appropriate, based on amounts expected
to be paid to the tax authorities, Current and deferred tax
is charged or credited in the statement of comprehensive
income, except when it relates to items charged or credited
directly to equity, in which case the current or deferred tax
is also recognised directly in equity,

Deferred tax is recognised cn differences between the
carrying amounts of assets and liakilities in the financial
statements and the corresponding tax bases used in the
computation of taxable profit and is accounted for using the



balance sheet liability method. Deferred tax liabilities are
generally recognised for all taxable termporary differences
and deferred tax assets are recognised to the extent that

it is probabla that taxable profits will be available against
which deductible temporary differences can be utilised.
Such assets and liabilities are not recognised if the
temporary difference arises from goodwill or from the initial
recognition (other than in a business combination} of other
assets and liabilities in a transaction that affects neither the
tax profit nor the accounting profit, The carrying amannt

of deferred tax assets is reviewed at each reporting date.
The business combinaticns in previous years have given
rise to deferrad tax liabilities, as a result deferred tax assets
are recognised to the extent they offset the corresponding
liability. Deferrad tax is calculated at the tax rates (and laws)
that are expected to apply in the period when the liability is
settled, or the asset is realised.

Tax assets and liabilities are offset where therc is a legally
enforceable right to offset current tax assets against current
tax liabilities and when the deferred tax assets and liabilities
relate tc income taxes levied by the samae taxation authority
on either the taxable entity or different taxable entities

and where there is an intention to settle the balances on a
net basis,

0. Torein currency translation
Functional and presenrational currency

ftems included in the financial statements of each of the
Group's entities are measured using the currency of the
primary economic environment in which the entity operates
("the functional currency”). The consolidated financial
staternents are presented in Sterling which is also the
parent company's functional currency.

Transactions and balances

Transactions denominated in foreign currencies are
translated into the functicnal currency at the exchange rates
prevailing on the date of the transaction,

Monetary assets and liabilities denominated in foreign
currencies are translated into the functional currency at the
exchange date. Exchange differences on monetary items
are taken to the statement of comprehensive income,

Group companies

On consolidation, the assets and liabilities of foreign
operations are translated into the presentational currency
of the Group at the rate of exchange prevailing at the
reporting date and their statements of comprehensive
income are translated at exchange rates prevalling at the
dates of the transactions. The exchange differences arising
on translation for consolidation are recognised in cther
comprehensive income.

On disposal of a foreign operation, the component of
OCl relating to that foreign operation is recognised in the
statement of comprehensive income.

THG

p. Government grants

Government grants are recognised where there is
reasonable assurance that the grant will be received and all
attached conditions will be complied with, When the grant
relates to an expense item, it is recognised as income on a
systematic basis over the periods that the related costs, for
which it is intended to compensate are expensed. When the
grant relates to an asset, it is recognised as income in equal
amounts over the expecled useful life of the related asset.

g.  Farnings per share

Basic earnings per share (EPS) is calculated by dividing
the profit or loss for the year attributable to ordinary equity
holders of the parent by the weighted average number of
ordinary shares outstanding during the year.

Diluted EPS is calculated by dividing the profit or loss
attributable to ordinary equity holders of the parent by the
welighted average number of ordinary shares outstanding
during the year plus the weighted average number of
ordinary shares that would be issued on conversion of all the
dilutive potential ordinary shares into ordinary shares, to the
extent that the inclusion of such shares is not anti-dilutive,

v Critical accounting juddements and
keY SOUTCES Of eSHMAtIONn UNCeriainty

In the application of the Group's accounting palicies,
management is required to make judgements (other than
those involving estimations) that have a significant impact
on the amounts recognised and to make estimates and
assumptions about the carrying amounts of assets and
lizbilities that are not readily apparent from cther sources,
The estimates and associated assumptions are based on
historical experience and other factors that are relevant,
Actual results may differ from these estimates. The estimates
and underlying assumptions are reviewed on an ocngoing
hasis. Revisions to accounting estimates are recognised in
the period in which the estimate is revised if the revision
affects anly that period, or in the pericd of the revision and
future periods if the revision affects both current and future
periods. The most critical accounting judgernents or key
sources of estimation uncertainty are detailed as follows:

Critical accounting judgements

Capiralisation and aimorrisation o) plarfori
depclopment costy

Costs capitalised as platform development costs include
direct external costs such as consultancy costs and internal
payroll costs, The capitalisation of internal costs is based on
the amount of time spent by employees on capital projects.
Judgement is applied in determining which costs meet the IAS
38 criteria for capitalisation as developrment costs, dependent
on the type of cost and the project, along with the appropriate
element of employee time capitalised. The key judgement
relates to assessing the feasibility and the extent of future
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economic benefits that will be derived from each project.
Refer to note 11 for details of capitalised platform
development costs. The useful economic life of the platform
is belween one and five years, dependent on the type

of development work capitalised. The estimate of useful
economic life is reviewed on a regular basis to ensure that
this continues to be appropriate.

Adjusted ftoins

The identification of adjusted items depends on management
judgement in identifying and guantifying amounts

deemed to be adjusting or not reflective of the underlying
performance of the Group. The key elements management
take into consideration include, but are not limited to:

The underlying nature of the item;
Whether management believe the item is recurring
in nature, or if it represents a one-off distortion of the
underlying results of the business; and

. Significance of the item on the financial results.

Refer to note 4 for details of each class of adjusted items.
Impatrment reoiesss — Bumber of cash- generating unils

The Group is required to review intangible assets, including
goodwill, with indefinite lives annually to determine if any
imparrment has occurred. Intangible assets with finite lives are
reviewed for impairment if events or changes in circumstances
indicate that the carrying amount may not be recoverable. The
identification of cash generating units ("CGUs") is a judgement
exercised by management, who consider the interoperability
of the Group's asset base, along with the ability to identify
separable series of cash flows attached to those assets.

There has been a change in the number of CGUs in the year
following the divisional reorganisation of the Group. More
information has been provided within note 11.

Key sources of estimation uncertainty
Goodeill and intangible asser caluation

The Group has made several acquisitions in previous years,
and in doing so recognised a number of intangible assets
an consolidaticn, including Brands, Customer Lists, and
Goodwill (refer to note 11),

In valuing these intangibles assets, management were
required to use judgement to estimate their farr value.
Intangible assets identified on acquisition are brand names,
customer lists and intellectual property. The material
assumptions used include cash flow forecasts of the entity
{including growth rates and royalty rates), customer retention
rates and the contributory asset charges. To assist in this work,
the Group engages external valuation experts for a number
of acquisitions to assess the fair values of infangible assets.
Management review the work carried out by these external
valuation experts and assess the autcome, The fair values

of the acquired entities’ balance shests are also assessed

1o ensure that the values reflect the fair value of all acquired
assets and ligbilities.
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Inoentory provisioning

The Group holds levels of stock sufficient to meet the
furecasled demand of its customers. As part of this, 8
provision is recognised to ensure that the balance sheet
value of stack held is at the lower of cost and net realisable
value in accordance with tAS 2. As part of the provisioning
process, management's consideration includes, but is not
limited to: age of stock, type of stock, and inventory acquired
through business combinations. Refer to note 13 for further
details on inventory. A reduction of 10% in online sales selling
prices would impact the net realisable value by c£0.7m,

Impairment revicws — key estimates and Judgements

When a review for impairment is conducted, the recoverable
amount of the CGU is determined based on the higher of value-
in-use calculations applying IAS 36 and fair value less costs to
dispose applying IFRS 13. The recoverable amount is calcutated
using management's assumptions and estimates, The key
estimates within the value-in-use calculation are growth rates
and discount rates applied. The key estimates within the fair
value less costs to dispose are the length of forecast period
applied, discount rates including any risk premium and growth
rates. Refer to note 11 for further details of calculations.

Other judgements and other sources
of estimation uncertainty

Climate Chenge

in preparing the consclidated financial statements
management has taken into consideration the impact of
climate change. Considerations include, but are not limited to

The identification of costs which have been
committed to which have heen included within
forecasts where appropriate, the key impact to THG
is the implementation of plastic packaging tax and
Packaging Waste Regulations;

The impact of climate ¢hange on a number of key
estimates which the Group has included within
forecasts where appropriate;

The impact of the Group's investments in sustainable
businesses, evidenced in the prior year acquisition
of companies such as More Trees, Preston Plastics
and Indigo Environmental {note 10) to aid the Group's
movement towards its sustainability targets.

These considerations have not identified any significant
impacts from our climate commitments and therefore do
not have a material impact on the financial statements or
reporting judgernents and estimates.

Revenue recogrition  Principal vs Agent

Within certain Ingenuity contracts, the amount of revenue
recognised depends on whether the Group are acting as an
agent or principal. The Group acts as principal when it has
control of the specified good or service prior to transfer to the
customer. Where the Group acts as principal, the revenue
recorded is the gross amount billed. Where the Group is an
agent, predominantly relating to revenue share arrangements,
revenue from the customer and costs with suppliers are
reported on a net basis representing the net margin earned,
Whether the Group is acting as principal or agent depends on
management’s analysis of bath legal form and substance of
the agreement between the Group and its business partners.
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2. Segmental reporting and revenue

Following the completion of the divisional reorganisation, the Directors have re-assessed the criteria and considerations
under IFRS 8 ‘Operating Segmoents’ in order to identify operating segments within the Group. For 31 December 2022,

the Directors have conciuded that the Group has six operating segments. Until 31 December 2021, the Group only had
one operating segment. During 2022, the Group's activities were divided into the following segments THG Beauty, THG
Nutrition, THG Ingenuity, THG OnDemand (disclosed under the discentinued categories segment), THG Luxury and THG
Experience. This corresponds to the internal reporting and organisational structure that changed during the year. The THG
Luxury and THG Experience segments are aggregated due to being below the quantitative threshalds as set out in IFRS 8.
Central costs are disclosed separately.

The prior year segmental analysis for EBITDA has been presented as this measure has been reported to the Chief
Operating Decision Maker (CODM) during the current year as a comparative measure following the restructure. The prior
year segmental revenue includes an illustrative internal recharge from THG Ingenuity to the wider THG PLC Group as if this
was in place throughout 2021 to provide a like-for-like comparison.

The results of each division are reported to the Board of Directors and are treated as reportable operating segments.
The following table describes the main activities for each reportable operating segment:

Segmenl Activities

The digital-first brand owner, retailer and manufacturer in the prestige beauty market, combining its
prestige portfolic of eight owned brands across skincare, haircare and cosmetics, the provision of

THG Beauty a global route to market for over 1,300 third-party beauty brands through its portfolio of websites,
including Lockfantastic, Dermstore, Cult Beauty and Mankind and the beauty subscription box brand
GLOSSYBOX,

A group of digital-first Nulrition brands, which includes the world's largest online sports nutrition brand
THG Nutrition  Mypratein, and its family brands (Myvegan, Myvitamins, MP Activewear and MyPRQ), with a vertical-
ly-integrated business model, supported by global THG production facilities,

THG Ingenuity provides a complete digital cammerce solution for consumer brand owners across its
three pillars of technology, digital and operations. Being part of the THG group, a global digital brand
owner in Beauty & Nutrition, ingenuity is uniquely placed to bring relevant, practical, and international
expertise in every area of commerce.

THG Ingenuity

Includes THG Luxury and THG Experience, THG Luxury operates D2C websites retailing luxury clothing
QOther and homeware. THG Experience comprises prestige events locations at Hale Country Club & Spa, King
Street Townhouse Hotel and Great John Street Hotel.

At the year end, certain loss-making categories and territories primarily within THG OnDemand were
placed under strategic review. This review is now complete and these operations will be fully exited in
. . 2023. The exit doesn't meet the criteria under IFRS 5: Discontinued operations at the balance sheet
E;?SSS:EQQM date, as these categories and territories are not a major compeonent of the Group as defined by the
accounting standard, however, management began to report the financial results of these categories
separately in their reporting to the CODM, as such the result has also been shown in the same format
within this note,

Central costs refate primarily to the PLC Board remuneration, professional services fees, group finance, M&A, risk
(insurance) and governance costs that are not recharged to the divisions as they principally relate to the operations of the
PLC holding company.

The CODM is the executive Board directors, who makes the key operating decisions for the business, The CODM receives
daily financial information at the combined Group level, along with monthly information at a divisional fevel and uses this
information to allocate resources, make operating decisions and monitor the performance of each of the divisions.
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The measure of the Group's profit or loss used by THG's management team are both Adjusted EBITCA pre SaaS change
in accounting policy and Adjusted EBITDA comprising operating loss less interest, tax, depreciation, amortisation, shared-
based payments and adjusted items. This is reganciled to the nearest IFRS measurc {loss before tax) in the below table,

THG THG THG Other Central Inter-group  Result before  Discontinued 2022
Beauty  Nutrition Ingenuity PLC elimination  discontinued  categories Total
categories’

2022 £000 £'000 £'000 £000 £000 £'000 £000 £'000 £'000
External revenue 1234977 675,33 153,580 50,078 - - 2,120,568 118,661 2,239,229
Internal rovenue - - 597420 - - 5497420 - - _
Total revenue 1,234,977 675133 757,000 50,878 - (597.420) 2,120,568 118,661 2,239,229
:::2“35;:% ES;LDA 32,866 51783 29304 (1907) (23167) - 88,879 114,582) 72,207
Adjusted EBITDA 32,866 51,783 18121 {1,907} (23167) - 78,696 (14,582) 64114
Margin % 2.7% 77% 2.5% -3.7% - - 3.7% -12.0% 2.9%
Depreciation - - - - - - - - (94,191}
Armartisation - - - - - - - - (108,975)
Nl e - : e
Adjusted items - - - - - - - - (345,779)
Operating loss - - - - - - - - (495,565)
Finance income - - - - - - - - 2,359
Finance costs - - - - - - - - (56,522)
Loss before taxation - - - - - - N _ (549,728)

1. At the year end, certain loss-making categones and territeries within non-core divisions were placed under strategic review and subsequently management
has decided to exit these areas. The exit doesn't meet the critenia under IFRS &: Discontinued operations as these categories and territaries are not a major
compenent of the Group as defined by the accounting standard, however, to provide further informaticn on the ongoing revenue and Adjusted EBITDA of
thg Group the result of these operations have been shown separately in the abaove table.

An element of Ingenuity revenue is contract based and therefore is recognised over time; all other revenue streams are recognised
ata point in time. Of the total revenues recognised for THG Ingenuity, £73.8m (2021: £76.6m) is recognised over time,

Segment assets and liabilities are not disclosed because they are not yet regularly reported or reviewed by the Board.
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In 2021, the Group only had cne operating segment. The below information has been inciuded as the comparative disclosure.

THG THG THG Other Central Inter-group  Result before  Discontinued 2021
Beauty  Nutrition Ingenuity PLC elimination* discontinued  categories Total*
categories?

201 £000 £'000 £000 £'000 £000 £000 £000 £'000 £'000
External revenue 181,529 £59,531 146,306 46,062 - - 2,033,428 146,482 2,179,910
Internal revenye - - AN 845 GOT,045 - -
Total revenue 1,181,529 €59,531 748,851 46,062 - (602,545) 2,033,428 148,482 2,179,910
Adjusted EBITDA 70,234 76,633 40,410 {2137) (15,517} - 169,263 (8,348) 161,276
Margin 9% 59% 1.6% 5.4% -16% - - 8.3% -57% 74%
Depreciation - - - - - - - - (70,478)
Amortisation - - - - - - - - (99,033)
Adjusted items - - - - - - - - {129,228)
Operating loss - - - . - . - . (137463)
Finance income - - - - - - - - 623
Finance costs - - - - - - - - (49,447)
Loss before taxation - - - - - - - - {186,287)

2. For the loss-making categories and territories within non-core divisions that have been shown separately within the 2022 table under the discontinued
categories heading, the same adjustment has been included for 2021 result to show a comparative of continuing operations year-on-year,

3. Intermal revenue was not recharged until the completion of the divisional reorganisation, however for illustrative purposes this has been calculated for 2021,
This has been calculated using the same charging mechanisms in 2022 to provide a ike-for-like comparison,

4. Following the completion of the divisional reorganisation, the strategy of each segment has been reviewed and redefined where necessary, as a result
some services were redafined within THG Ingenuity, THG Beauty and Other segments in 2022, Jo ensure that the comparative disclosure is consistent this
has been restated in the above table. The impact is an increase in THG Beauty external revenue of £63.7m, decrease in THG Ingenuity external revenue of
£48.0m and decrease of Other segments external revenue of £15.7m, THG Beauty has been restated to include Acheson & Acheson which was previously
recognised within THG Ingenuity due to some services being delivered to THG Ingenuity customers which is no longer the case. THG Ingenuity has been
restated to exclude Acheson & Achescn manufacturing and include Arrow Films which has been reclassified following the discontinuation of the cther
categones within THG OnDemand, The total revenue has not changed as a result of the inter-segment reclassifications,
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The Group has provided an analysis of external revenue by region (by destination):

2022 2021
£'000 £000
UK 960,535 909,452
USA 446,542 406,489
Eurcpe 449,783 458,027
Rest of the waorld 382,369 405942
2,239,229 2178910
The Group's non-current assets by geography are as follows:
2022 2021
£'000 £000
UK 1,257,689 1891133
Europe 145,057 37966
Rest of the world 550,333 224,495
1,953,079 2,153,594
Fallowing the completion of the divisional recrganisation in the year, certain intangible assets have been reclassified
between geographies, given the greater granularity of information available.
3. Operating loss
2022 2021
Note £'000 £'000
Gperating loss has been arrived at after charging / (crediting):
Adjusted itemns - impairment 4 275,422 56,330
Adjusted items - other 4 70,357 73238
Employee costs 276145 260,892
Share-based payments 7 10,734 -
Depreciation on fixed assets 12 50,896 38,269
Depreciation on nght-of-use assets 22 43,295 32,209
Amortisation of intangibles 1 108,975 99,033
Government grants {1,752) (1662)
Net foreign exchange gain 1,422 444
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These are items which are material in nature and include, but are not limited to, costs relating to acquisitions, disposals and
significant events or programmes, some of which span multiple years. These items are excluded from adjusted EBITDA
as management believe their inclusion distorts the underlying trading performance. This is consistent with the way that

financial performance is measured by management and reported to the Board.

2022 2021
£000 £000
Wwithin Cost of sales
Inventory provision for discontinuation of loss-making categories
and decommissioning of facilities following strategic review 25,517
25,517 -
Within distribution costs
Transportation, delivery and fulfilment costs in relation to Covid-19 18,504 26,628
Commissioning - new facilities 1613 16.384
22n17 43,012
Within Administrative costs o
Other costs following the outcorne of strategic review 6,042 -
Restructuring costs to simplify the Group structure 6,803 10,233
Impairment of assets within Experience, Luxury and OnDemand divisions - 53,008
Impairment of certain intangible and tangible awsets associated with ) 2982
Softwarc-as-a-service arrangements '
Impairment of assets 269,828 -
Impairment of assets within the discontinued categories 3,763 -
Impairment of non-core assets held for sale 1,831 -
Conations 362 1,090
Acquisitions - restructuring and integration 8,046 5328
Acquisitions - legal and professional costs - 12,225
Other legal and professional costs 570 1,350
298,145 86,216
Total adjusted items before finance costs 345779 129,228
Within finance costs
Non-cash - revaluation of SBM option {601) 801
Total adjusted Iterms before tax 345,178 129,829
Tax impact (11,634) {11.801)
Total adjusted items 333,544 117928
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IREent o PROTISIoR for discontingaltion of loss-making catevories and decompiission of fucilisies
Sollowing stratcgic reviee

Following the divisional reorganisation, the Group has undertaken a strategic review of loss-making categories and
territories within THG OnDemand and ullier non-core divisions. In addition, as part of the strategic review in the year,
the Group also reviewed its warehousing facilities resulting in some sites being decommissioned. The result of the
decornmissioning identified inventory where there was no economic benefit of the Group te moving to an alternative
warehouse or selling via other channels. The outcome of these reviews has led to a one off inventory provision for the
categories being discentinued of £25.5m which has been recognised within cost of sales,

Lransportation, delivery and fulfilment costs in eelarion fo Cogued 79

In 2022, we continue to be impacted by Covid-19 surcharges from suppliers with routes travelling through and into Asia,
although at a lesser rate during 2022 compared to prior periods, Covid-19 has had a direct and measurable impact on

the Group's cost to fulfil delivery of goods to customers across its global network, through reduced commercial flights

and closures of key shipping lanes. The main driving factor of the excess cost continuing acress accounting periods is

the continuad lockdowns experienced in Asia which continue to affect air traffic. The additional cost to complete these
deliveries has been recognised as an adjusted item, and while there is uncertainty around the length of disruption the
pandemic will have on global supply chains, the Group doesn't consider this to be a recurring part of the Group's cost base.
As the effects of the pandemic lessen and the lockdowns in Asia ease, the service praviders will no longer need fo charge
such excess cusls. We anticipate the costs to reduce significantly in 2023,

The costs incurred were as a result of the following:

In order to maintain the Group's pre Covid-18 levels of customer experience, the Group had to address the challenges
caused by commercial flights being reduced during the pandemic to minimal levels. The Group secured THG
exclusive chartered flights in order to be able to uphold its service levels, generating an identifiable increase in costs
versus non-exclusive passenger flights, which were used pre Covid-19. As the impact of the pandemic have lessened
the requirement to charter flights has dropped away in the first half of 2022 and this cost will not continue.

Our delivery partners passed on to the Group additional surcharges specifically identified on invoices as a response
to operating during the pandemic. This continues for routes relating to Asia where the impact of the pandemic is
continuing and this cost has continued to decrease each menth during 2022 and post year end,

Due to the impact of Covid-19, a number of key supply routes were disrupted or closed. This necessitated identifying
and sourcing alternative viable routes to fulfil the cbligations on the Group to serve its customers, which created
identifiable external costs relating to alternative routes that had to be taken due to the impact of Covid-19 on the
Group's courier and logistics providers ability to operate in the pandemic. This cost will not continue.

Commissioning ~ new facilitios

The Group has embarked on a strategic project to transform the Group's global infrastructure footprint and capability,
moving away from the smaller sized facilities which were fit for purpose in the past, inte larger purpose-built distribution
facilities to support the strategic objectives of the Group.

Under this project, the Group has commissioned a number of these purpose-built facilities over the years, including a
campus {inclusive of 3 warehouses) at Manchester Airport, UK {"lcon”) and New Jersey, US, Works at New Jersey, US and
the Icon facility began in August 2021 and August 2020 respectively, These warehouses are in operation, although further
automation is required to be implemented into the sites to reach to optimal efficiency expected of the sites, including
Autostore autoemation in New Jersey in 2023 and automated scrtation in Icon in 2022, The costs have significantly reduced
year on year as these projects reach completion stages, The majority of the costs incurred in the prior year relate to the
commissicning of the multipie ICON warehouses, of which twa out of three completed during 2022,

Due to the scale and complexity of these sites, commissioning of these facilities and integration into the Group's existing
distripution network can span more than one accounting period, teking on average 18 months for a specific site; a relatively
short period compared to the useful economic life of the asset. During the commissioning and integration period, costs
relating to the set-up, integration and testing of the new facilities are included within adjusted items as these costs are not
expected tc be recurring for each specific site and do not reflect the underlying cost base of the Group. Such costs include:

Additional costs incurred relating to the period of testing and commissicning that is required, to ensure a facitity is
operating as expected. Such costs are non-underlying and therefore included within adjusted items;

Costs relating to the migration of production operations and processes to the new sites as part of this expansion of
the fulfilment network include testing of new production processes and resolution of any commissioning protacols
required before production is fully operational;

Costs relating to bulk internal warchouse transfers hun exisling THG facilities are often required during the set up/
commissioning period for a naw facility. These costs are non-underlying in nature; and
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Additional shipping costs are incurred when the products within a single custamer order is fulfilied by shipping from
two different warehouses, due to stock being split across twe sites during the commissioning period for a new facility.
This results in duplicated postage costs on a single order.

The costs above are identified through internal processes and contrals which isolate the impact of commissioning new
facililies, For surne of lhese costs, the amounts included within adjusted items are calculated by taking the excess cosls per
unit versus the normalised rate, which is set based on historical information or third-party data.

Further charges are anticipated as the respective projects are completed, however the quantum of which is expected to
continue to reduce year on year as these projects are completed, The key projects ongoing into 2023 are for lcon and New
lersey and are expected to be completed by the end of 2023 at which point these costs will not continue. The costs to date
for these two sites total £12.0m with the projects being ¢30% complete at 31 December 2022,

Other costs following the outcome of strategic review

Other costs following the outcome of the strategic review totalling £6.8m are included within administrative costs, These
costs include the costs triggering early lease break clauses for the unprofitable warehouse operations within Asia anc
marketing costs for pre-releases that will no longer be launched. The full exit of the discontinued areas is expected to be
complete by the end of Q3 2023 with costs not recurring after this date.

Restructuring costs to simplify the Grouwp striccture

The costs includead within restructuring costs of £6,8m {2021: £10.2m) include costs of executing the Group
simplification project.

Impairment
Impairment of assets within Fxpericnce, Luxury and Onfemand divisions
See impairment of assets within the discontinued categeries heading for information relating to 2022,

In 2021, a one-off, non-cash impairment of £53.0m was recognised in respect of THG Experience, THG Luxury and THG
CnDemand business units.

Linpairment of certain intengible and tangible assets associated with Software-as-a-Service arrangemen/s

There was no impairment of these costs incurred in 2022, Saa$ costs incurred in 2022 have been recognised within the
underlying administrative expenses.

The Group held various arrangements for Saa$ sclutions. Given the IFRIC agenda decision in 2021, the Group updated
its accounting treatment and policy for IAS 38 Intangible Assets accordingly in the prior year, We determined that £3.0m
of Saa$ related costs no lenger met the criteria for recognition as an asset under 1AS 38. Accordingly, this amaount

was expensed in full and has been disclased as an adjusting item because it arises from the one-off introduction of
interpretations tc accounting guidance.

Impairment of asscis

A further impact of the divisional reorganisation is that the assets and cash flows of each division are now separately
identifiable. The result being the identification of additional cash-generating-units (CGUs"), which are reflective of the new
corporate structure. The result of more CGUs is that the impairment review has been undertaken at a more granular level than
in previous years. Following the significant acquisitions within the THG Beauty division in recent years, a substantial amount of
intangible assets are included within the underlying asset base whilst the market price of comparable assets, alongside many
technology businesses has fallen over the last 18 months. This is reflective of more challenging global markets following the
macroeccnomic, inflationary and interest rate pressures driven by, amongst other things, the Russia-Ukraine conflict. Against
this backdrop, the impairment review has led to an impairment of £183m within the Beauty division.

In addition, an impairment charge of £87m has been recognised within the THG Ingenuity cash-generating-unit. This

has arisen as the impairment review has been undertaken at a mare granular level than in previous years. Following the
appointment of cur new CEQ of THG Ingenuity in 2022, the Group has repositioned its' strategy. Management believe they
have made conservative growth assumptions which are lower than the growth rate prospects of the sectors in which THG
Ingenuity operates given the recent change in strategy. Alongside this, THG Ingenuity has made significant investment for
the future in its platform and global infrastructure network. These factors combined with the challenging macroeconomic
environment impacting several of the key assumptions, particularly the discount rate, which have also had a bearing on
peer valuations, has led to the impairmeant of the historical goodwill within this cash-generating-unit.

More information is included within note 11,
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Tipetiraient of assets @ithin the discontipiied caregories

Following the decision to discontinue certain categories and territories an impairment has been charged totalling £3.7m
against affacted assets, More information is included within note 17,

{mipairment of now core assets beld for sale

An impairment charge of £1.8m has been recognised against non-core assets that meet the criteria to be classified as held
for sale under IFRS 5, The net hook value of these assets has been reclassified to a current asset and an impairment charge
has been recognised for the difference between the selling price and the carrying value.

Ponaitions

In 2022, the Group has donated £0.4m related to aid in the form of nutrition and hygiene products to charities assisting
with the war in Ukraine, In 2021, as part of its Covid-19 response, the Group made several charitable denations to the local
region, totalling £1im.

ACGUISITIONS  FesEUCtUrIng (nd nteoration

Where the Group completes acguisitions, it derives value by achieving synergies in the post-acquisition period by
restructuring the acquired businesses and integrating them into the Group, During this restructuring and integration phase
there are a number of costs that are not related to the underlying trading operations of the Group which are classified

as adjusted items. The costs in 2022 relate to the planned integrations of the acquisiticns made in 2021, Cult Beauty was
acquired in August 2021 and the integration was a key focus of 2022,

These costs include, but are not limited to;

Duplicated costs whilst the integration plan is executed. These often relate to termination of pre-acquisition
agreements that were in place and exit costs associated (such as closure of old facilities or head offices);

As part of the integration plan itself, additional non-recurring costs may be incurred which do not relate to the
underlying trading operations of the Group, including, but are not limited to, system integration testing and validation,
costs of moving equipment to new sites and department relocation or set up costs; and

Costs of staff exiting the business, including redundancy costs, earnouts or bonus payments relating to the integration
plan. Integration plans can often result in moving offices geographically, a change in management structure or
redefining the roles and needs of departments or individuals, As a result, some employee redundancy ceosts are
incurred. Payments are also made to employees for successful delivery of integration plans.

Depending on the size and nature of the acquisition and the complexity of the integration plan, acquisition restructuring
and integration costs can be incurred for up to 12 months post-acquisition.

Acquisizions — legal and professional costs

The Group periodically considers and analyses potential acquisition targets and recognises there is inherent complexity

and risk associated with acquisitions. The Group manages this by employing external professional advisors to perform legal,
financial commercial and tax due diligence on targets. These costs relate to opportunities the Group identifies and pursues,
of which a portion result in successful acquisitions by the Group. Such legal and professional costs are classified as
adjusting items as they relate to significant strategic transactions and, except for the transactions in question, the business
would not have incurred these costs and as a result these costs are deemed to be non-recurring costs that do not relate to
the underlying trading operations of the business. There have been no such costs incurred in 2022.

Other legal and projessional coses

The Group incurs legal and professional costs that are non-recurring, one-off in nature and net related to trading activities,
These costs are included as adjusted items and can include, but are not limited to, legal costs for one off matters and other
fees associated with investor activities,

Non-cash - revaluation of SBM option

0On 10 May 2021, THG entered into a call option with SB Management Limited ("SBM"), a wholly owned subsidiary of
SoftBank Group Corp, to purchase 19.9% of the share capital of THG Ingenuity for $1.6bn. On 26 July 2022, the Group
anncunced that in light of global macroeconomic conditions the SBM option agreement had been terminated by mutual
agreement. The call option granted by THG to SBM will not therefore be, and will cease to be capable of being exercised.
At 31 December 2022, the option has therefore been derecognised.

The option had previously been classified as a derivative instrument, an option that held value for SBM and consequently
fell under the provisions of IFRS @ (Financial Instruments). The impact of the derecognition is a non-cash £0.6m gain
recognised on the revaluation. As this is a non-recurring transaction the revaluation effects of this aption have been
presented as an adjusted item,
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5. Auditors' remuneration

2022 2021

£'000 £'600
Fees in respect of the audit of the Consulidated and Parent Company Financial Statements 2,300 2150
QOther audit fees, principally in respect of audits of accounts of subsidiaries - 150
Total audit fees 2,300 2,300
Other servicgs; . 100 100
- other assUrance services'
Total non-audit services 100 100
Total fees 2,400 2,400

1 Feesin respect of ather assurance services relate to interirn procedures in accordance with International Standard for Review Engagemenits (UK and Ireland) 2410,

6. Employee costs and Directors’ remuneration

2022 2021

Note £'000 £'000

Wages and salaries 283,080 270,063

Social security costs 32,091 27,615

Pension costs 10,407 7606
Share-based payments 7 10,734

336,312 305,284

The aggregate amount of employee costs included above that have been capitalised within platform development costs
was £50.5m {2021: £44.4my),.

The costs incurred in respect of the Executive Directors and Non-Executive Directors, who are regarded as the key
management personnel, were as follows:

2022 2021
£'000 £'000
Wages and salaries 1,056 600
Social security costs 124 65
Pension costs 1 -
1181 665

No retirement benefits are accruing to any of the Directors at 31 December 2022 (2021: nil),

The average number of employees (including executive directars) during the year was:

2022 2021
Number Number
Retaii 3,287 3,023
Administration 1,051 1,288
Distribution 3,834 3,555
Information technology 869 744
9,041 8,607

The above table reflects the full time equivalent (FTE) number of employees calculated as an average throughout

the year, The total staff numbers on a FTE basis at 1 January 2022 were 10185 and at 31 December 2022 were 8,239, 192
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7. Share-based payments

The Group operates a share-based compensation plan, under which the Group receives services from employees as
consideraticn for equity settled instruments {options} of the Company. Options over QOrdinary Shares were granted to
participants on 16 June 2022, with top up options awarded to certain participants on 3 October 2022. The fair value of

the emplayee services received in exchange for the grant of the equity instrurnents is recognised as an expense in the
Statement of Comprehensive Income with the correspanding increase to equity. The option awards will vest in three equal
tranches on 31 December 2022, 31 December 2023 and 31 December 2024 provided participants remain in continued
employment with the Company at each date, Perlormance condilions are dilachied o a amall proportion of tho nwards

te a small number of participants.

2022 2021

£'000 £'000

Expense arising from equity-settled share-based payment transactions 10,734 -
The following table shows the shares granted and outstanding at the beginning and end of the year:

2022

Number of shares

As at 1anuary -

Granted during the year 43,352,699
Vested during the year (12,547,412)
Forfeited during the year (1,556,687)
As at 31 December 29,248,600

The key inputs to calculate the charge are the share price at the date of grant and an assumption around those not
remaining in continued employment, spread across the vesting period. Achievement of performance conditions have
peen considered where appropriate. The range of exercise prices are £000 to £071, and the weighted average remaining
contractual life is 9.6 years.

8. Finance income and cost

2022 2027
£'000 £'000
Finance income
Bank interest receivable 2,359 323
Derivative financial instrument - 300
2,359 623
Finance costs
Bank interest payable and charges 42,7 36496
Interest on lease liabilities 14,332 12,350
Revaluation of SBM option {601) 601
56,522 48,447
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2022 2021
Note £'000 £'000
Current tax
Tax charge for the year 2,218 10057
Adjustments in respect af priar year (3,025) 4,349
(807) 14,406
Deferred tax
Qrigination and reversal of temporary differences (6,493) (50116)
Adjustments in respect of prior year (764) 795
Change in tax rates (1,767) (13,298)
21 (8,964) {62.619)
Total income tax credit (9,771) (48,213)
The effective tax rate is 18% (2021 25.88%) and is explainad below:
2022 2021
£'000 £'000
Loss before tax (549,728) (186,287
Tax at statutory rate of 19% (2021: 19%}) {104,448) (35,395)
Tax effects of:
Adjustments in respect of prior year {3,789) 5144
Expensas not deductible 57115 20,387
State taxes - {869)
Effect of higher tax rates in other jurisdictions 350 1,943
Losses not recognised / (recognised) in the year 42,708 (26125)
Effect of change in tax rate (1,707) (13,297)
(9,771) (48,213)

The standard rate of corparation tax in the UK is 19%. The main rate of UK carporation tax will increase from 19% to 25%
with effect from 1 April 2023, This change was intraduced by Finance Act 2021 and substantively enacted on 24 May 2021.

The effective tax rate is 18% (2021: 25.9%), based on a total tax credit of £9.8m (2021 £48,2m). The effective tax rate differs
from the average statutory rate of 19%. This is primarily due tc a moverment in deferred tax not recognised (-7.8%), and the

impact of goodwill impairment (-9.3%).

At the balance sheet date the total net deferred tax liability is £76.6m (2021: £73.8m). The deferred tax liability in respect of
intangible assets recognised on consalidation was £150.8m (2021; £1516). The deferred tax asset in respect of tax losses
recognised was £54.8m (2021 £60.2m). There were £57.8m of unrecognised deferred tax assets in respect of tax losses at
the balance shest date (2021 £nil). This non-recognition has an impact on the income statement tax credit, and this is one

of the primary reasons for the effective tax rate being below the statutory rate,
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10. Business combinations

2022 Business combinations

During 2022, the Group has concluded on the fair value of the net assets in respect of acquisitions completed in 2023,
resuiting in a decrease of £2.4m in net assets and a corresponding increase in goodwill. Cash flows fram investing activities
include a cash outflow of £6.7m relating to acquisitions has been recognised in the statement of cash flows. This amount
relates to the finalisation of completion accounts net of the payment of contingent consideration in the period.

202{ Busincss combinations

Details of the acquisiticns are as follows:

Business Country Nature Date Purchase Percentage
of incorporation of activity of acquisition consideration ownership
£000
Dermstore USA Prafessional skincare online retalling 2 February 2021 260,898 100%
Indigo Enviranmental England and Wales Recycling provider 3 March 2021 6,316 100%
Arrow Films England and wWales Motion picture distribution activities 5 March 2021 18,4907 100%
More Trees England and wales Tree planting 1 Apri] 2021 3,227° 100%
Private Label Nutrition England and wales Vitamin, mineral and 16 April 2021 3667 100%
supplement manufacturer

Praston Plastics England and wafes Recycling provider 27 April 2021 18881 100%

Manufacturing and
Brighter Foods England and Wales developing cold-pressed 11 May 2021 43,800° 100%
and cold form snack bars

Prestige skincare and

15 June 2021 177602 100%
harcare manufacturing

Bentley Laborataries USA

Cult Beauty England and wales Online beauty retailer 3 August 202 289,302 100%

1. Contingent consideration as at 31 December 2022 was £18m, which is dependent upen performance targets post acquisition
2. Contingent consideration as at 31 December 2022 wag £0.3m, which is dependent upen performance targets post acquisition
3. Centingent consideration as at 31 December 2022 was £2.7m, which is dependent upon performance targets post acquisition
4, Contingent consideration as at 31 Decernber 2022 was £6.5m, which 1s dependent upen performance targets post acquisition
5. Contingent consideration as at 31 Decernber 2022 was £1.2rm, which is dependent upon performance targets post acquisition

The Group also pald £0.6m on 28 July 2021 for the trade and certain assets of Morvélo, a retailer of cycling clothing,

Rewuson jor 2021 business combination

Dermstore, Cult Beauty and Bentley Laboratories expand THG's presence in the beauty sector with globally recognised
brands, including in the US market and also provide in-house skincare and haircare new product development capabilities
and manufacturing.

Brighter Foods and Private Label Nutrition enhance THG's vertical integration strategy with the production and retail of
bars, vitamins, minerals and supplements and will accelerate future development in this area.

Indigo Environmental, Preston Plastics and More Trees form part of THG Fco and are part of THG's strategy to off-set THG's
existing usage and footprint and to enhance THG's processing capabilities to provide sustainability solutions and consulting
to THG's suppliers, partners and customers,

Arrow Films will facilitate THG's vertical integration of retail and wholesale physical film content as well as providing digital
opportunities and growth potential in this area,
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2021 Contingent consideration

The contingent consideration arrangements require the Group to pay the former owners based on performance targets
post-acquisition. The potential undiscounted amount of all future payments that the Group could be required to make
under the contingent consideration arrangernents is between £nil and £19.3m. The performance targets are based on
EBITDA or revenue.

The fair value of the contingent consideration arrangements of £15.2m was estimated by applying the probability of the
hurdles being reached as at December 2022, The fair value estimates are based on an assumed probability of 79%,

the tollowing intangiole assets were recoygtiised al aryuisilivg,

Dermstore Indigo Arrow More Private Preston Brighter Bentley Cult Total
Environmental Films Trees Label Plastics Foods Laboratories Beauty
Nutrition

£000 £000 £000 £000 £'000 £000 £'000 £'000 £000 £000
'”;f;’r?c'jbsle assets 216,949 180 3,000 - 228 188 1,200 19,989 252702 494,736
Iniangible assets . 493 5700 . 1001 2,596 24700 26014 . 0,504
- customer lists
Intangibles -
other intellectual - - - - - - - 3ng - 3ng
property
Deferred tax (56,407) {156) (2,078) - (200) {731) (6,315) 12,771) (61.744) {140,492)
Total fair value 160,542 517 6,622 - 939 2,353 19,585 36,351 190,958 417,867

on acquisition

The amgunts recognised in respect of the fair value of identifiable assets acquired and liabilities assumed are as set out in
the table below, The exercise to determine the fair value of the acquired assets and liabilities is complete.

The final fair values of the assets and liabilities and the associated goodwill arising from the acquisitions are as follows:

Dermstore Indigo Arrow More Private Preston Brighter Bertley Cult Total
Envirenrmental Films Trees Label Plastics Foods Laborataries Beauty
Nutrition

£'000 £'000 £000 £000 £'000 £000 £000 £'000 £'000 £'000
Final net assets 170,261 2736 11,754 (21) 2042 6,607 28,358 70,656 199692 492,086
acquired
Goodwill 50,637 3580 6736 3,248 1125 12,274 15,441 108722 90,61 331,774
Purchase 260,898 6,316 18,490 3,227 3167 18,881 43800 178778 290,303 823,860
consideration
Transaction costs 2430 237 338 182 198 547 781 1,245 3518 9,474

The goodwill recagnised in the prior year has not been restated following the finalisation of completion accounts.
Instead goodwill in the current year has been adjusted for £2.4m to reflect these changes to the final fair value of the
net assets acquired.

The purchase consideration in total was £822.2m, which was materially finalised in 2022, This comprised of cash totalling

£8070m plus contingent consideration totalling £15.2m., Transaction costs comprise mainly of advisor fees, including financial,
tax and legal due diligence costs and these are included in acquisition - legal and professional costs in adjusted items in note 4.
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2021 CGoodwill

The goodwill is attributable to the cost synergies and cross-selling opportunities that are expected to he achieved from

incorporating the businesses into the Gruup's platform. This will support existing operations. In the case of Bentley

Laboratories, includes the expertise and skillset of the workforce which will lead to a further enhancement of our presence
in the divisions in which the Group operate, Bentley has an industry-leading research and development team of 25 who

are at the forefront of its clients’ innovation strategies, with over 650 unigue formulations and over 700 new product

launches since 2017 The Goodwill for Cult Beauty and Dermstore alsc includes a significant amount for the expertise and
skillset of the workforce, reflecting the existence of a well-trained, organised and efficient workforce of over 200 people for
Cult Beauty and approximately 100 for Dermstore The Gogdwill for all acquisilions apart from Benlley Laboratories 1s not
deductible lur tax purposes,

Cash flows arising from the acquisitions in the prior year were as follows:

Dermstore Indige Arrow More Private Preston Brighter Bentley Cult Total
Ervironmental Films Trees Label Plastics Foods laboratories Beauty
Nutrition

£000 £000 £'000 £000 £000 £000 £'000 £000 £000 £000
Purthase 260,898 6,316 18,450 3227 2,667 18,881 43,800 179956 291302 825537
censideration
Contingent

- - 6,000 1,200 - 14,688

consideration (1750) {3,000) (2.728) (8.000) (1,200} ( )
Cash and cash
equivalents (9.698) (572} 17,479) (n (477) (178) {2646) {703) (20,595) (42,359)
acquired
Net cash flows 251,200 3,994 8,01 478 2,190 12,703 39,954 179,253 270,707 768,490
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THG

Goodwill Ftatform Intellectual Brands New product Total
development costs property development

Cost or valuation £'000 £:000 £000 £'000 £000 £'000
At1January 2021 421,684 179,742 146,749 10,170 4,765 863,110
Transfers - (6,919) 1474 (1,471 195 {6,724)
Additions 78 47587 24135 2.559 3710 78,069
Business combinatans {nate 10) 329,401 - 63,623 494,736 - 887,760
Currency translation 3919 28 2,858 1833 1 8,739
Disposals - (1,611} {41,249) (566) - (43,426)
At 31 December 2021 755,082 218,827 197,590 607,358 8,671 1,787,528
At 1January 2022 756,082 218,827 197,590 607,368 8,671 1,787,528
Transfers - 2582 - - - 2,592
Additions - 55,5613 20,736 353 4,513 81115
Business combinations {note 10) 2,375 - - - 2,375
Currency translation 33,520 348 ano 33045 29 73,082
Disposals - {9,031) (464) - - {9,495)
At 31 December 2022 790,977 268,249 223,972 640,756 13,213 1,937167
Accumulated amortisation

At 1 January 2021 270 103,440 61,621 22021 1,365 188,817
Transfers - {3.438) - - - (3,438)
Arnortisation - 36,824 35,921 24,682 1536 99,033
Impairment loss 33,359 1,769 4,637 - - 39,755
Currency transiation - {4} 420 36 - 452
Disposals - (1568) {41,249) (5686) - (43,383)
At 31 December 2021 33,629 137,083 61,3560 46,273 2,90 281,236
At 1January 2022 33629 137,083 61,350 46,273 2,901 281,236
Transfers - - - R -
Amortisation - 33837 28,980 38,274 1884 108,975
Impairment loss 271,003 - 2194 20 373 273,590
Currency translation - 443 3,263 3,386 7 7,089
Disposals - (9,031) (464) - - (9,495)
At 31 December 2022 304,632 168,332 95,323 87953 5185 661,405
NBV

At 1 January 2021 421,414 76,302 85128 88,048 3,400 674,293
At 31 December 2021 721453 81,744 136,240 561085 5770 1,506,292
At 31 Decamber 2022 486,345 94,917 128,649 552,803 8,048 1,275,762

Included within intellectual property is £4.4m (2021 £3.3m) of capitalised costs incurred to obtain a contract with a

customer, The costs relate to sales commissions paid to sales personnel upon initial acquisition of a customer contract.
Amortisation of £0.8m {2021 £0.6m) was recognised in the period in relation to these assets.
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Inpaiyment toses jor goodenill and otber nifangible assers

Goodwill and intangible assets that have an indefinite usetul lite are subject to annual impairment testing, or more frequently
if there are indications of impairment.

Intangible assets and geodwill are reviewed by assessing the appropriate cash generating units (CGUs) annually, which are
identified based on the smallest identifiable group of assets that generate cash inflows largely independently.

Following the completion af the divisional renrganisation, the Directors have assessed the identified CGUs of the Group

at 31 December 2022, The Directors have concluded that as a result of the reorganisation there has been a change in

CGUs, The divisional reorganisation has led to the assets and cash flows of each division teing separately identifiable. The
Directors have concluded that there are now six CGUs within THG, being THG Beauty, THG Nutrition, THG Ingenuity, THG
OnDemand, THG Luxury and THG Experience. This corresponds to the organisational structure that changed during the year.

Separately-identifiable cash flows are only available for the Group's operating segments and therefore CGUs are consistent
with the new operating segments also identified in 2022 (see note 2). Note that the discontinued categories segment
primarily relates to THG OnDemand.

Goodwill has arisen from previous business combinations across the Group and is allocated to the CGUs that are expected
to benefit from the synergies of those acquisitions. The recoverable amounts of these CGUs are the higher of fair value less
costs to dispose (FVLCTD) and value-in use (VIU),

Management has reviewed each CGU in turn and has adopted the ViU approach for THG Nutrition and THG Experience,
with a FVLCTD approach being adopted for THG Beauty, THG Ingenuity, THG OnDemand and THG Luxury to establish a
recaverable amount under 1AS 36.

THG Beauty {Goodmill torailing £353. 2m with an indefinite lite after impairment chargel and THG Ingenuity

(Goodwill totalling il after impairment chaige)

For both THG Beauty and THG Ingenuity, management has estimated a FVLCTD using a discounted cashflow method. This
method relies on inputs not normally observable by market participants and is therefore categorised at Level 3 in the fair
value hierarchy.

The directors concluded that FVLCTD was mare appropriate for valuing the Group because for both of these CGUs the cash
flows will be generated from the future growth expectation which is not captured in a standard length of a VIU calculation.
For THG Beauty this is due to the strong growth anticipated within online beauty markets, in part driven by continued online
adaoption and combined with the high growth expectation from the acquisitions that have been completed in recent years,
including Dermstore and Cult Beauty, For THG ingenuity future growth is expected driven by the capital investment made in
the platform and global infrastructure, principally warehousing as well as the continued drive by global industry to digitalise
their business models.

The key assumptions made are as follows:

THG Beauty

Key Assumption

Discount rate The discount rate is based on the weighted average cost of capital of a typical market participant. The post-tax discount rate used is
12.9% (pre-tax discount rate 17.2%). The discount rate reflects an upwards adjustment for a risk premium input.
Forecasts are based on assumptions from the Board approved budget with projections extending eight years. The key assumptions
within the iImpairment assessment are the future revenue growth and EBITDA margin in the forecasts, as well as discount and
Interest rates. The projections, are based on the best estimate of future cash flows, taking into account growth fromn the high repeat
Forecast cash flows nature of the beauty customer base, the strong growth anticipated in the beauty markets. The market in which THG Beauty operates
1s expected to continue to grow as documented by wider market commentary, supported by digital shift to online (given relatively
low tevels of online penetration), as well as further international apportunities all resulting in double digit growth rates, The directors
believe the forecasts are reasonable and consistent with the strategy and are underoinned by market data,

Long-term A long-term growth rate of 30% was used for cash llows after the eight year period which is based on the long-term growth rate
growth rate across the beauty market,
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An impairment charge of £182.9m has been recognised within the THG Beauty CGU in respect of gocdwill. This has
arisen largely due to reviewing the recoverable amount of this CGU at a mare granular level than was previously possible
fnllowing the completion of the divisional reorganisation during the year, as well as more challenging global markets
folfowing the macroeconomic, inflationary and interest rate pressures driven by, amongst other things, the Russia-Ukraine
conflict. This macroeconomic uncertainty has adversely impacted many markets and in particular growth stocks,

THG Beauty has completed a significant amount of acquisitions in the past few years which have generated a substantial
amount of intangible assets on balance sheet. These factars combined with the challenging macroeconomic environment
impacting several of the key assumptions, particularly the discount rate, has led to the impairment of some of the goodwill
that has arisen on these acquisitions.

The impairment charge is recorded within administrative expenses and adjusting items within the consolidated
income statement.

Management has performed sensitivity analysis on the key assumptions in the impairment model using reasonably
possible changes in these key assumptions. There are possible downside risks to the forecasts including if there was

a reduction in revenue of 5.0% per annum this weuld give a further impairment of £62m; a margin reduction of 50bps
per annum, £108m; and an increase in discount rate of 1.0%, £50m. None of these scenarios reflect potential mitigations,
including cost reduction. Cost reductions that could be implemented by management would be deferring non-essential
capex and increased cost control, such as reducing stock levels and new customer marketing investment,

THG Ingenuwity

Key Assumption

Discount rates are based on the weighted average cost of capital of a typical market participant. The post tax discount rate used is
Discount rate 13.3% (pre-tax discount rate 177%). The discount rate reflects an upwards adjustment for a risk premium input given the nascent
nature of this CGU.

Forecasts are based on assumptions from the Board approved budget with projections extending ten years, The key assumptions
within the forecasts are the future revenue growth and EBITDA margin along with capital expenditure. The projections, are based on
the best estimate of future cash flows, taking into account growth from the high levels of investment in cur global infrastructure and
the success of the new strategy launched in 2022, The strategy targets certain high growth key territories and markets. The result of
the historic ang ongoing investment combined with the expected market growth is a double digit growth rate within this CGL. The
Directors believe the forecasts are reasonable and consistent with the strategy adopted by Ingenuity.

Feorecast cash flows

Long-term A lang-term growth rate of 3.0% was used for cash flows after the ten year period which is based on tha long-term growth rate
growth rate across digital markets.

An impairment charge of £870m has been recognised within the THG Ingenuity CGU in respect of goodwill. This has
arisen largely due to reviewing the recoverable amount of this CGU at a more granular level than was previously possible
following the completion of the divisional recrganisation during the year Following the appointment of cur new CEQO of
THG Ingenuity in 2022, the Group has repositioned its strategy. Management believe they have made sensible growth
assumptions given the recent change in strategy, but however notes that the addressable market and the growth

rate prospects of the sectors in which THG Ingenuity operates provide the opportunity for significant growth as the
strategy embeds. Alongside this, THG Ingenuity has made significant investment for the future in its platform and global
infrastructure network. These factors combined with the chalienging macroeconomic environment impacting several of
the key assumptions, particularly the discount rate, has led to the impairment of the historic Goedwill within the CGU. The
Directors consider that if valued on a replacement cost basis, the valuation of the remaining intangible and tangible assets
would be equal to, or in excess of, the carrying value.

The impairment charge is recorded within administrative expenses and adjusting items within the consolidated
income statement,

Managerment has performed sensitivity analysis an the key assumptions in the impairment model using reasonably
possible changes in these key assumptions, There are possible downside risks to the forecasts including if there was a
reduction in revenue of 50% per annum this would give a further impairment of £295m; a margin reduction of 50bps
per annum, £262m; and an increase In discount rate of 1.0%, £57m. None of these scenarios reflect potential mitigaticns,
including cost reduction. Cost reductions that could be implemented by management would be deferring non-essential
capex and increased cost control, such as investment in the platform.

200



Annual Report 2022

THOG OnDemand and THG Lusxury (Goodzeifll roralling £nil)

<o

THG OnDemand CGU and THG Luxury CGU include categories and territories that management has now chaosen to exit
following the completion of the Strategic Review of these businesses in Q1 2023, As such, management has estimated

a FVLCTD for specified assets. FVLCTD are valued using Level 3 fair value hierarchy inputs based on management's
estimate of the recoverable amount of the assets within these divisions.

An impairment charge of £2.2m has been recognised within THG OnDemand CGU and £1.6m within THG Luxury CGU
both in respect of other intangibles, This is driven by the decision to exit loss-making categeries and territories,

The impairment charge is recorded willnn adrinistrative expenscs and adjusting items - impairment of assets within the
discontinued categories in the consolidated income statement,

THCG Nuerition (Goodeed] totadling £133 Im with an indepinte life)
The key assumptions used within the VIU calculation are:

Key Assumption

Discount rate The post tax discount rate used is 89 {pre-tax discount rate 11,7%).

The VIU calculation uses cash flow projections from financial budgets approved by the Board covering a five year period. The key

Forecast cash flows d
assumptions within the farecasts are the future revenue growth and EBITDA margin.

Long-term Along-term growth rate of 30% was used for cash flows after the five year period which is based on the long term growth rate

growth rate across online sports and nutrition retailing.

No impairment has been recognised far THG Nutrition,
Management has performed sensitivity analysis aon the key assumptions in the impairment model using reasonably

possible changes in these key assumptions. There are no reasonably possible changes in key assumptions that would lead
to an impairment.

THG Experience (Goodwill totalling $nil)
The key assumptions used within the VIU calculation are:

Key Assumption

Discount rate The post tax discount rate used is 8.8% (pre-tax discount rate 10.9%).

The VIU calculation uses cash flow projections from financial budgets approved by the Board covering a five year period. The key
Farecast cash flows . o .
assumptions within the forecasts are the future revenue growth and EBITDA margin,

Lang-term Along-term growth rate of 3.0% was used for cash flows after the five year period which is based on the long term growth rate
growth rate across the UK hospita lity industry,

As explained within note 12,2, an impairment charge of £1.8m was recognised in respect of non-core assets when classified
as held for sale during the year to reflect the difference between their carrying value and expected selling price. No
additional impairment has been recognised for any remaining assets within the THG Experience CGU.

At 31 December 2022, the recoverable amount is determined on a VIU calculation using cash flow prejections and the
FVLCTD for specified non-core assets held for sale. FVLCTD are valued using Level 2 fair value hierarchy inputs based on
quoted prices in an active market,

Managerment has performed sensitivity analysis on the key assumptions in the impairment model using reasonably

possible changes in these key assumptions. There are no reasonably possible changes in kay assumptions that would lead
to an impairment,
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121 Property, plant and equipment

THG

Mator Plant and Fixtures Computer Leasehold Tatal
vehicles machinery and fittings equipment improvements
and software  and freehold
buildings
Cost £'000 £'000 £'000 £'000 £'000 £'000
At 1 fanuary 2021 20556 70,080 74,435 66,942 103,75! 317,263
Additions ng 45277 36128 28,667 15,991 126,179
Business combinations 213 ne77 765 738 3,380 16,973
Transfers - - - 6,722 - 8,722
Currency translation differences () {541) (859) (44) 131 (1,314)
Disposais (54) (245) (3,016) {2,651) (250) (6,16}
At 31 December 2021 2,332 126,448 107450 100.474 123,003 459,707
At 1January 2022 2,332 126,448 107,450 100,474 123,003 459,707
Additions 12 16,370 40,481 21,446 17,309 95,598
Transfer to assets held - {702) (6,831) - (17071} (23.902)
for sale {note 12.2)
Transfers - {2,592) - - - (2,592)
Currency translation differences - 3137 2,487 2031 478 8,07
Disposals (27) (263) (2148} (5,232) - (7,670)
At 31 December 2022 2,317 143,100 141,393 118,719 123,719 529,248
Accumulated depreciation
At 1 lanuary 2021 1,095 9,038 20,442 18,478 27989 77042
Depraciation (note 3) 250 1,623 6,833 17174 2,383 38,269
Impairment - 8533 2,585 1224 67 9,379
Transfers - - - 3.438 - 3,438
Currency translation differences - 242 {147) 26 &7 188
Disposals {54} (251) (1,344) {2,330} {250) {4,229)
At 31 December 2021 1,291 26,185 28,339 38,010 30,262 124,087
At 1January 2022 1.291 26,185 28,339 38,010 30,262 124,087
Depraciation {note 3) 323 16,238 3,799 21018 3518 50,896
Impairment of assets
held for sals : - 1831 - - 1831
Transfer to assets held
for sale {note 12.2) ) ° (.83m B (674 (2,505)
Currency translation differences - 840 409 1,083 3 2,463
Disposals (27) {16Q) (27148} {5,230} - (7.668)
At 31 December 2022 1,587 43103 36,399 54,881 33,237 169,207
NBY
At 1 January 2021 960 61042 53,893 48,464 75762 240,221
At 31 December 2021 1041 100,263 7gm £52,464 92741 335,620
At 31 December 2022 730 99,997 104,994 63,838 90,482 360,041
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12.2 Assets held for sale

In Q4 2022, the Group committed to a plan to sell some non-core lreehold buildings that were no longer in use by the
Group and not required to execute its future strategy. In accordance with IFRS 5: Nen-current assets held for sale and
discontinued operations, the assets were classified as held for sale on the Groups statement of financial pesition at 31
December 2022, Immediately before the classification as an asset held for sale, the recoverable amount was estimated and
an impairment loss of £1,831,000 was recognised to reduce the carrying amount of the assets to their fair value less costs to
sell. This was recognised within adjusted items (note 4) as this was a one-off charge outside the normal course of business.
The assets held for sale are valuad using Level 2 fair value hierarchy inputs based on quated pricas in an active market.

As at 31 December 2022, there was no further write-down as the carrying amount of the assets held for sale did not
fall below their fair value less costs to sell. These assets were previously recognised within the THG Ingenuity and THG
Experience operating segments.

2022 2021
Assets classified as held for sale £'000 L£'000
Iransier from property, plant and equipment (note 121} 21,397 -
21,397 -

13, Inventories
2022 2021
£'000 £'000
Goods held for resale 296,133 378,605
Raw materials 72,327 80,542
Goods in transit 4,81 7634
373,27 466,781

Goods in transit relate to goods whose control is still to be transferred to the customers as of the reporting date. The cost
of inventaries recognised as an expense and included in cost of sales amounted to £1,272.9m (2021 £1178.7m). The value of
inventories written down and recognised as an expense in the statement of comprehensive income in the year was £86m
{2021: £76m). Within goods held for resale is a £3.0m (2021; £3.0m) right to recover asset which represents the carrying
value of inventary expected to be received back from customers as returns,

14, Financial assets and liabilities

Note 2022 2021
Assets as per balance sheet - financial assets £000 £'000
Trade and other receivables excluding non-financial assets 15 162,835 157,345
Cash and cash eauivalents 16 473,783 536,627
Investments 1,400 1,400
Assets as per balance sheet - held at fair value thraugh OCI
Derivalive financial instruments designated as hedging instruments 21,567 2,400
Derwvative financial instrurments held at fair value through profit and loss 30 300
659,886 698,272
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Note 2022 2021
Liabilities as per balance sheet - other financial liabilities at amortised cost £000 £000
Bank borrowings 18 679789 489,865
Lease liabilities 22 334,378 348173
Trade and other payables excluding non-financial liatilities 17 574,994 845712
Liabilities as per balance sheet - other financial liabilities at fair value
Derivative financial instruments designated as hedging »nstruments 4189 21,342
Derivative financial instruments held at fair value through profit and foss - 601
1,592,748 1506,693
Derivative financial instruments designated as hedging instruments
FX forwards hedging foreign exchange risk on barrowings (3,377) (21,342)
Interest rate swaps 21,567 621
FX forwards hedging foreign exchange risk on highly probable future cash flows (812) 1,779
17,378 (18,842)

Financial instruments included within current assets and liabilities, excluding barrowings, are generally short-term in nature
and accordingly their fair values approximate 1o their book values. Bank borrowings are initially recorded at fair value net of
direct issue costs.

The derivative financial instruments designated as hedging instruments have been recognised at fair value through
Other Comprehensive Income. Hedging instruments used are measured based on observable inputs and have been
classified at Level 2 hierarchy leve! in fine with IFRS 13 ‘Fair Value Measurement!

During 2021, derivative financial instruments held at fair value through profit and loss related solely to the option to invest in
THG Ingenuity held by SBM, announced on the 10 May 2021. This was to allow for an investrent of ¢.$1.6bn for a 18.9% of
THG Ingenuity equity once THG Ingenuity has been separated into an investable entity.

The derivative was recognised at fair value and was valued based on a Black-Scholes model utilising market-corroborated
inputs and had been classified as Level 2,

On 26 July 2622, the Group announced that in light of global macroeconomic conditions, the SBM option agreement had
been terminated by mutual agreement, The call option granted by THG to SBM will not therefore be, and will cease to

be capable of being exercised. At 31 December 2022, the option has therefore been derecognised, with the impact of the
derecognition being reflected within finance costs.

The Group has established a hedge ratic of 1.1 for the hedging relationships as the underlying risk of the foreign exchange,
interest rate, and cash flow contracts are identical to the hedged risk components. To test the hedge effectiveness, the
Group uses the hypothetical derivative method and compares the changes in the fair value of the hedging instruments
against the changes in fair value of the hedged items attributable to the hedged risks, All the hedging activities and
derivatives are established to be effective. The changes in counterparty credit risk had no material effect on the hedge
effectiveness assessment for derivativas.

2022 Notional Impact on OCI' Recycled through
statement of
comprehensive

income

Notional £'000 £'000
Derivatives hedging foreign exchange risk on borrowings £600,000000 (4,013) 18,714
Derivatives hedging interest rate risk on borrowings £600,000000 15,710 789
Derivatives hedging foreign exchange risk on future cash flows £150,608.646 {1943) {3,830)

1. Impact on OCI s shown net of deferred tax.
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Liqudity risk

Liguidity risk is the risk that the Group will not be able to meet its financial abligations as they fall due,

The Group regularly Turecasls cash flows and maintains an appropriate balance of cash and debt facilities to ensure that
sufficient funds are available to cover future expenses and capital expenditure,

The Group held €600m notional of forward contracts expiring in December 2024 and €600m notional of interest swaps
expiring in December 2026, Maturity of the Group's derivative and non-derivative financial liabilities are given below.

Included within trade payables is £53.7m (2027 £42.3m} due to suppliers that participate in the Group's supply chain
financiny ayreement, The agreement does not change the suppliers agreed payment terms directly with the Group.

Contractual amount

Carrying Total Less than 3to12 110 2 years 2 to & years More than
amount 3 months months 5 years
£000 £'000 £'000 £'000 £'000 £'000 £'000

31 December 2022:
Bank borrowings 579,89 691,808 - 30,991 - 660817 -
Lease liabilities 334,376 447847 12788 31942 44,289 87148 272,280
Trade payables 574145 57445 568,486 5659 - -
Derivative financial liabilitieg 4189 4769 - 4189 - -

31 December 2021:

Bank borrowings 489,865 502,962 - 752 - 502,210 -
Lease llabilities 3497173 499770 10,653 3zn2 39,353 105,567 312,085
Trade payables 645712 645,712 615,748 25,984 - - -
Derivative financial liabiltieg 21,543 21,943 21,943 - - -

The fair value of bank borrowings at 31 December 2022 was £686.6m (2027, £503.3m). There is nc material difference

between the fair value and the carrying value of the bank borrowings.

Foreign currency risk

The Group trades internaticnally and is exposed to exchange rate risk on purchases (Euro, US dollars, and Polish Zlaty) and
sales (primarily in Eurc and US dollars). The Group's results are presented in Sterling and are thus exposed tc exchange

rate risk on translation of foreign currency assets and liabilities.

The Group's approach ta managing foreign exchange risk is to designate cash flow hedges across a combinaticn of for-
wards and spot transactions, whese fair value is based on the cbservable market value of the respective instrument, taking

into account foreign exchange rates and market volatility at the balance sheet date,

The Group is also exposed to EUR:GBP exchange rate risk on a €600m loan within the Group and mitigates this risk

through the use of hedging instruments in the form of FX forward contracts.

As at 31 December 2022, the Group held €600m notional of forward contracts expiring in December 2026.

The Group's foreign exchange exposure is predominantly Euro, US Dollars and Polish Zloty, If the closing exchange rate was
5% higher/lower, the Group's statement of Comprehensive Income would be impacted as follows:

Change in foreign Effect on change Effect on change Effect on change

exchange rate in EUR rate ' in USD rate? in PLN rate

£'060 £'000 £'000

2022 +5% 271 3,222 2,834
2022 -5% 300 (3,561) (3132)
2021 +5% 20 4,554 1832
2021 -5% (22) {5,034) (2,025)

1. Ifthe closing exchange rate was 5% higher/lower, the impact on Group Equity would be £10.4m (2021 £11.7m) reflecting the impact of the derivative hedges

associaled with the €600m term loan B.

2. If the closing exchange rate was 5% higher/lower, the impact on Group Equity would be £33.5m reflecting the impact of the substantial other intangible

assets denominated in USD,
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Interest rate risk
The Group is exposed to EURIBOR and SONIA through its loan facilities and has entered into a series of interest rate swap

agrecments to mitigate this risk. As of 31 December 2022, the Group held €600m expiring Decernber 2028, Interest rate
sensitivity is summarised in note 18, The Group's financial risks are detailed on pages 88-93 in this Annual Repurl,

Changes tn llabillities arising from financing acioities

The changes in liahilities arising from financing activities are presented below:

1lJanuary 2022 Cash flows New leases Proceeds Foreign exchange Other 31 December
& Lease from bank movement 2022
modifications borrowings
£'000 £'000 £'000 £'000 £000 £'000 £000
Borrowings 484,865 (24,469} - 166,000 27326 30,467 $79189
Lease liabilities 349173 (49,013) 10,830 - 9156 147130 334,378
lotal liabilities lrosn 839,038 (73,482) 10,930 156,000 36,482 44,597 1,013,565
financing activities
1January 2021 Cash flows New leases Foreign exchange Other 31 December
& Lease movement 2021

modifications

£000 £'000 £000 E'000 £000 £'000
Borrowings 526159 (25,359} - (37.867) 26,932 486,865
Lease liabilities 238,85 (36,216) 137158 {304) 12,350 348,173
Total liabilities from 762,344 (61,575) 137158 {38,171} 39,282 839,038

financing activities

The 'Other’ column includes the effect of accrued interest on interest-bearing loans and borrowings, including lease
liabilities and the effect of prepaid loan fees. The Group classifies interest paid as cash flows from financing activities.

Credit risk
Credit risk is the risk that a counterparty will nct meet its obligations under a financial instrument or customer contract, leading
to a financial loss. The Group is exposed to credit risk from its operating activities, primarily trade receivables. The Group

monitors and reviews expasure to credit risk on an ongoing basis and makes best efforts to ensure recoverability of amounts
owed to the Group. Information about the eredit risk exposure on the Group's trade receivables is disclosed in note 15.

15. Trade and other receivables

2022 2021

£'000 £000

Trade receivables 121022 19,567
Less: loss allowance {1,8085) (2,268)
Net trade receivables 19,317 17,299
Prepayments 28,362 21,372
Accrued incorme 40,004 58,329
Other taxation and social secunty 33748 26,883
Other receivables 43,518 40,045
264,949 263,929

Trade and other receivables are principally denominated in Sterling.

At 31 December 2022, there were 180,809,675 fully vested, but partly paid and unlisted Shares (31 Dec 2021: 161,439,766),
The average amount of unpaid share capital per fully vested but partly-paid and unlisted Share is £017 (2021: £018)
representing a receivable to the Group of £26.9m (2021 £270m). The movement in the year is all due to certain fully vested
but partly paid and unlisted Shares being paid-up and converted to Ordinary Shares.
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At 31 December 2022 the ageing of trade receivables was as follows:

2022 2021
£'000 £'000
Not due 61178 65,399
0 ta 3 months overdue 43,318 47264
More than 3 months averdue 14,626 6904
121022 14,567
The movement in the loss aliowance of trade receivables was as follows: £000
At 1January 2022 2,268
Charge for the year 2160
Released (2,741)
Utilised (93)
Foreign exchange movement 21
At 31 December 2022 1,805
The Group's credit risk exposure an trade receivables using a provision matrix is as follows:
0-30 31-60 61 - 90 90+
Current Total
days days days days
Expected credit loss rate 064% 118% 014% 1.74% 737%
Estimated tatal gross carrying amount at default 67787 24,320 5,584 6,509 12,922 121122
Expected credit loss (138} (287) (14} (M3) (952) (1,805}
At 31 December 2022 67,348 24,033 9,570 6,396 1,970 19,317

The Group has adopted [FRS 9 applying the simplified approach to measure the expected credit losses. This uses a lifetime
expected loss allowance for all trade receivables. No provision is required in respect of accrued income.

16, Cash and cash equivalents

2022 2021
£'000 £000
Cash and cash equivalents 473,783 536,827

Cash and cash equivalents includes amounts receivable of £31m (2021: £3.6m) from banks and £17.4m (2021 £8.9m)
from payment providers, for credit and debit card transactions. Such amounts clear the bank shortly after the transaction

takes place.

17, Trade and other payables

2022 2021

£'000 £000

Trade payables 321,709 297539
Accruals 244,553 326957
Gther taxation and social security 58,811 28,259
Other payables 1,880 8160
Government grants 2,635 2,592
Contingent consideration on acquisitions 6,852 15056
536,440 676,563
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The Directors consider the carrying amount of tfrade and other payables approximates to their fair value when measured by
discounting cash flows at market rates of interest as at the balance sheet date.

Contingent consideration on acguisitions is measured at fair value using uncbservable inputs (level 3 of the fair value
hierarchy). The unobservable inputs used in the fair value calculation include internal data such as forecasts, budgets and
actual results to date. The fair values are sensitive to changes in EBITDA or revenue given that these key metrics are what
the performance targets are based on, The reduction year on year is driven by payments made of £76m, plus £0.5m of
hindsight adjustments.

Included within trade payables is £53.7m (2027 £42.3m) due to suppliers that participate in the Group's supply chain
financing agreement, The agresment does not change the suppliers agreed payment terms directly with the Group.

18. Interest-bearing loans and borrowings

2022 2021
Note £'000 £'000
_ Current

Bank borrowings 30,992 752
_ Lease ligbiiities 22 43,995 43,342
74,987 44,094

_ Non-current
Bank borrowings 648197 489113
Lease liabilities 22 290,381 305,831
938,578 794,944

Bank borrowings refate predominantty to the 7-year Eurc term foan 8, undrawn 5-year revolving credit facility and an
incremental facility obtained during the year. The revelving credit facility is provided by Barclays, HSBC, Santander,
Citibank, Natwest and JPM. The term loan B carried an interest rate of 4.50% plus EURIBOR and the revolving credit
facility interest rate is SONIA. The Group increased its bank borrowings in 2022 with an incremental facility obtained

plus Commercial Facility Loan. This loan is provided by the Groups existing lenders and carries a base rate of Daily RFR
(SONIA). The floating element of the term loan B is hedged by interest rate derivatives. Management note that EURIBOR is
being reformed as a benchmark rate and are in dialogue with its lending and hedging partners to minimise the impact on
the Group as transition occurs.

If interest rates moved by 100bps, the Group's loss before tax would be ¢ £3.7m higher / lower (2021, ¢.£51m) and the
subsequent move on the derivative valuation would cause equity to be ¢.£18.5m higher / lower (2021: ¢c.£12.5m) as a result
of the same move.

Net debt consists of loans and lease liabilities, less cash and cash eguivalents, defined as referenced in note 22. For the
purpose of the Group's net debt calculation, loans that are denominated in foreign currency are translated at the effective
hedged rate where applicable. Net {debt)/cash is an alternative performance measure and is not defined under IFRS. A
reconciliation to the most directly comparable IFRS measure is included below:

2022 2021

£'000 £'000
Loans and ather borrowings {679,139} [483,865)
Lease liabilities {334,376) 1349173)
Cash and cash equivalents 473,783 536,827
Sub-total (539,782) (302,211)

jljustmems:

Retranslate debt balance at swap rate where hedged by foreign exchange denvatives 24,782 (2,548)
Not debt (515,000} (304,759)
Net (debt)/cash before lease liabilities (180,624} 44414

The contractuzl maturity analysis of bank borrawings and lease liabilities are given in note 14.
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19. Provisions

Dilapidations Other Total

£'000 £'000 £'000

At 1January 2022 16,506 - 16,506
Acquired - 2,454 2,454
Utilised (538) (680) {(1218)
Created 4,497 - 4437
ftefeased [468) (209} (677)
Discount unwind 202 - 202
FX on retransiation _ 605 - 606
_At 31 December 2022 20,805 1,565 = 22,370
Current 2,760 770 3,530
Non-current 18,045 795 18,840

Dilapidations provisions relate to leased properties. Dilapidations pravisions are made based on the best estimate of the
likely committed cash outflow and discounted to net present value. Future costs are expected to be incurred over the term
of the existing lease arrangements at the reporting date, which is a period of up to 25 years.

The following table shows the timeline in which undiscounted costs in relation to the dilapidation provision are expected to
be incurred:

Current 1-5 years 6-10 years 11-15 years 16-20 years  21-25 years Total

£'000 £'000 £'000 £'000 £'000 £000 £'000

At 31 December 2022 3,025 5,480 2,609 2,367 456 9,736 23,683
Ab 31 December 2021 843 5144 36623 2,367 456 8,021 18,534

Other provisions relate to cnerous contracts. The amount of £2.4m acquired in the year relates to a hindsight adjustment in
relation to a prior year acquisition,

20. Contract liabilities

2022 2021
£'000 £'000
Contract liabilities 34,256 36143

Contract liabilities are the consideration received from the customers for sales where the Group still has an obligation to
transfer goods or services, which predominately relates to THG Beauty and THG Nutrition. 100% of the transaction price of
the unsatisfied contracts as at 31 December 2021 were recognised as revenue during 2022,

21. Deferred tax

The deferred tax balance comprises:

2022 2021

£'000 £'000
Short term timing differences 106 (2.4486)
Accelerated capital allowances 3,361 16859
Business combinations 150,827 151,615
Tax losses (54,809) {60153)
Lcan relationships (25,627) (16,600
Derivatives 3,558 257
Other balarce sheet amounts (818) {565}

76,598 73,766

At the balance sheet date there are unrecognised tax losses of £57.8m (2021 £nil).
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Accelerated  Shaort term Tax Loan Business Other Total
capital timing losses  relationships combinations
allowances differences
£000 £000 £000 £'000 £'000 £'000 £'000
Opening balance 1 January 2022 1,659 (2,446) {60,153} (16,601 151,615 (308) 73,766
f;:‘;r:é ; é;i'f:i‘;ido){:;""e staternent of 4,504 2758 5808 (9026 (2756)  (262)  (8.964)
{Credited) to equity - (142) - - - (142)
Charged to OCI - - - - 33m 3,30
Other / FX 12,802) {64) (4565) - 11,968 - 8637
Closing balance 31 December 2022 3,361 106 (54,810) (25,627) 150,827 2,741 76,598
22, Leases
Set out below are the carrying amounts of the right-cf-use assets recognised and movements during the period:
Motor Pilant and Computer Land and Total
vehicles machinery equipment buildings
and software
£000 £000 £'000 £000 £'000
As at 1 January 2021 539 665 - 192,683 193,887
Additions 44 - 5 156,467 156,517
Depreciation {note 3) {172) (274) (4 (31759) (32,209)
Lease modifications - - (427) (427)
Impairment - - (6,856) (6,858)
Currency translation differences (33) {17) - {680) (630)
As at 31 December 2021 378 374 2 309,528 310,282
As at 1January 2022 378 374 2 309,528 310,282
Additions - - - 13,608 13,608
Depreciation (note 3) {173) (213) {1 {42,908) (43,295)
Lease modifications [4H] 17856 17,855
Disposals - - (1,426) (11,4286)
Currency translation differences 5 3 - 7277 7,285
As at 31 December 2022 210 164 - 293,935 294,309
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Set out below are the carrying amounts of lease liabilities (included under note 18 interest-bearing loans and
borrowings) and the movements during the period:

2022 2021

£'000 £'000
As at1January 349173 236,185
Additions 6,620 137601
Aceretion of interost 14130 12,360
Fayments {49,012) {36,216)
Lease modifications 17,820 {443)
Dispeosals {13,510) -
Currency translation differences 9155 {304)
As at 31 December 334,376 349173
Current 43,995 43,342
Naon-cuarrent 290,381 305831

The maturity analysis of lease liabilities is disclosed in Note 14,
The Group had total cash outflows for leases of £43.0m in 2022 (2021: £36.2m),

The following are the amounts recognised in the year in the consolidated statement of comprehensive income:

2022 2021
£'000 £'000
Depreciation expense on right-of-use assets 43,295 32,209
Interest expense on lease liabilities 14130 12,350
57425 44,553

23. Share capital and reserves

THG PLC is a public company limited by shares and incorporated in England and Wales. It has a standard listing on the
Londen Stock Exchange and is the holding company of the Group. The Company has ten classes of shares; Ordinary
Shares of £0005 each, all of which are fully paid; D1 Shares of £0.005 each, D2 Shares of £1 each, all of which are fully paid;
E Shares of £0.005 each; F Shares of £0.005 each: G Shares of £0.005 each; H Shares of £0.005 each; the Special Share of
£1, which is fully paid up; Deferred 1 Shares of £0.005 each; and Deferred 2 Shares of £0.005 each. As at 31 December 2022,
the Company's issued share capital comprised:

Class 2022 Number Naminal value £ each
Ordinary Shares 1.265,377243 0005
D1 Shares 58,082,651 0005
D2 Shares 17741 1
E Shares 48,995,797 0008
F Shares 27122,287 0005
G Shares 17494614 0005
Special Share 1 1
Deferred 1 Shares 313,257 Q005
Deferred 2 Shares 21,5663.860 Q.005

1,436,967,451

Ihe rnghts attaching to the Shares are set out in the Director's Report pages 98-101.
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Capital risk management
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The Group's objectives when managing capital, which comprises equity, are to safeguard the Group's ability to continue as
a going concern to provide returns for Shareholders and benefits for other stakehalders and to maintain an optimal capital
structure. In order to maintain or adjust the capital structure, the Group may adjust the amount of dividends paid to Sharshuiders,
return capital to Shareholders, issue new Shares or sell assets to reduce debt.

During the financial year ending 31 December 2022 the following took place. The conversion of shares are in respect of the
employee share scheme;

(i)
(ii)
()
(iv)
)
{w)
(vil)

(vin)
(ix}
(}
(i}
(xii)
(xiii)

24,

34454 Ordinary Shorés wete Lunve led fram 34,154 F Shares;

88,000 Ordmary Shares were converted from 88,000 £ Shares;

22953 Ordinary Shares were converted from 22,953 E Shares;

1606 Ordinary Shares were converted from 1606 E Shares;

6,398 Ordinary Shares were converted from 6399 E Shares;

44,909 Ordinary Shares were converted from 21144 E Shares, 8000 F Shares and 15,765 G Shares;

71 D2 Shares were subdivided into 14,200 D2 shares of £0.005 each, 13169 of which converted into 13162 Ordinary Shares and 1031 of which were

reclassified as Deferred 1 Shares;

1,000 Qrdinary Shares were converted from 1000 E Shares;

15,530 Ordinary Shares were converted from 6,208 F Shares and 8,322 G Shares;

75000 Ordinary Shares were converted from 75000 G Shares;

10N0 Ordinary Shares were converted from 1000 E Shares;

12,000 Crdinary Shares were convertad from 12,000 O Sharos;

65000 Ordinary Shares were converted from 65000 E Shares;

24806893 Ordinary Shares were issued for a total consideration of £911722 (note 7

1,000 Ordinary Shares were converted from 1000 E Shares;

77175 Ordinary Shares were converted from 16118 E Shares, 30,497 F Shares and 30560 G Shares;
1268 Ordinary Shares were converted from 43183 F Shares and 7875 G Shares;

19,074,902 Ordinary Shares were 1asued for a total consideration of £1,52117 (note 7):;

19,763 Ordinary Shares were corverted from 10572 F Shares and 8181 G Shares;

17529 Ordinary Shares were converted from 7048 F Shares and 10,481 G Shares;

52,026 Ordirary Shares were converted from 8068 E Shares, 17620 F Shares and 26,338 G Shares;
26,292 Ordinary Shares were converted from 10,672 F Shares and 15720 G Shares;

6,538 Ordinary Shares were converted from 2,643 F Shares and 3,895 G Shares; and

4,000 Cidinary Sharee were converted from 4,000 E Shares,

Pension commitmeants

During the year, the Group operatad an auto-enrolment pension scheme. The scheme is managed by independent fund
managers and the Group contributes in accerdance with the statutory requirements. In addition to the auto-enrolment
scherne, a subsidiary company operates a defined contribution pension scheme which is also managed by independent
fund managers and its assets and liabilities are held separately from that of the Group. The pension charge represents the
amount paid by the Group and amounted to £10.4m {2021: £76m). £11m of contributions due to the fund were outstanding
at year end (2021 £1.3m}.

25.

Cash flow generated from operations

2022 2021
Note £000 £000
Loss before taxation (549,728) {186,287)
Adjustments for!
Deprecistion of property, plant and equipment 12 50,896 38,269
Depreciation of nght-of-use assets 22 43,295 32,209
Armortisation il 108,975 899,033
Share-based payments 7 10,734 -
Adjusted items 4 345178 129,829
Net finance costs 8 54,764 48,223
i efore. moverents m working eapivs and provsions o414 161276
Decreasc/{Increase) in inventories 79,262 (112,535)
Decrease/{Increase) in trade and other receivables 1,027 (27,116)
(Decrease)/Increase in trade and othar payables’ {66,893) 75189
Decrease In provisions (1,292) (416)
Fareign exchange gain/{loss) 1,424 (444)
Cash generated from operations before adjusting items 87,642 95,954
1. Included within trade and other payables is a decrease in contract iabilities of £1.9m (2021 Increase £3.2m).
Refer to the Chief Financial Officer's Review on page 37 of this report for details regarding undrawn borrowing
facilities that may be available in the future for the operating activitics and settling capital commitments. 212
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26. Earnings per share

The following table reflects the income and share data used in the basic and diluted EPS calculations:

2022 2021
Loss for the financial year (£'000) (539,957) (138,074}
Weighted average number of ardinary sharas for haci EPS 1,239,485,253 1499043113
Basic and Diluted EPS (£'s) (0.44) (013}

If the impact of impairment charges in the year was removed, the Basic and Diluted EPS would be £(0.21).

The basic loss per share has been calculated by dividing the loss attributable 1o the Group by the weighted average
nurnber of ordinary shares in issue,

The dilufed [oss per share has been calculated by adjusting the weigliled average number of shares tor the effects of the O, E,
F. G and H shares, assuming full vesting of all potentially dilutive shares. The number of these shares is disclesed in note 23.

There was no change in the diluted earnings per share, since the effect of all potentially dilutive shares outstanding was
anti-dilutive,

27. Related Party Transactions

The Directors' intercsts in the ordinary share capital of the Company at the balance sheet date are detailed below:

£ per share Ordinary Shares Ordinary Shares

2022 2021

Number Numtber

M I Moulding 0005 249,294,645 233,441,525
1 Maulding 1 361 361
J A Gallemore 0005 363816 3638116
1 & Gallernore 1 3,174 3174
D P Murphy' 0.005 n/a 14,566,016
| McDonald 0005 2,505,943 2,505,943
Z Byng-Thorne' 0005 n/a 69,765
T Hall 0005 n/a 335857
D Sanders 0005 21,926 21926
C Allen 0005 2,400,600 -
257,864,065 254,280,383
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In addition to the shareholdings noted above, the Directors had the following interests in vested Shares issued under

previous incentive arrangements at the balance sheet date. These shares carry no voting rights.

2022 2021 2022 2021

Subscription/ Subscription/
Date of award exercise price exercise price Number Number

£ £
M ] Moulding Dec-19 0.23 023 43,641,266 A4L,0641,2606
M ] Moulding Aug-20 0.33 033 20,97.808 20,97808
M J Moulding Aug-20 0.28 0.28 7,733,792 7733792

M 1 Moulding Aug-20 0.26 0.26 -

J A Gallemore Dec-19 0.23 Q.23 185,476 185,476
J A Gallemore Aug-20 033 Q.33 2,666,963 2,666,963
J A Gallemore Aug-20 0.28 0.28 4,000,637 4,000,537
D P Murphy! Dec-19 0.23 Q.23 n/a 370,953
I McDonald Dec-18 0.23 Q.23 185,476 185,476
78,611,318 78,982,271

1. P Murphy, Z Byng-Thorne and T Hall stepped down from the Board during the year and were therefore nat Directors at 31 December 2022,

The Group has not provided any interest free loans to the Directors in 2022, In previous years the Group provided £0.3m
of interest free loans to the Directors for them to subscribe for shares as part of the employee benefit scheme which
remain outstanding at the kalance sheet date. Full details of the Directors’ shareholdings are detailed in the Directors’

Rernuneration Report on page 144,

On 71 August 2021, 89,612,682 H Shares held by M ] Moulding were paid up and converted into listed Crdinary Shares,
leading to a reduction in the unpaid share capital included within other receivables (note 15} of £30.5m,

The Group has in place an agreement on commercial terms with Moulding Capital Limited to provide property, facilities
and project management services to the entity and its subsidiaries. This agreement generated £269,017 {2021: £635,000) for

the Group recognised within administrative expenses.

Prior to the IPQ which took place in September 2020, THG divested the Propco Group, an entity now wholly owned by the
Group's CEQ. The Propeo Group owns property assets occupied and utilised by THG and its operating businesses.

The amounts recognised on the Group's balance sheet in relation to the leases with Propco in the year are as follows:

2022 2021

£'000 £'000
Fight-of- use asset 159,000 218,272
Lease liability 178,694 262,797
The amounts recognised on the Group's statement of comprehensive income
in relation to the leases with Propco in the year are as follows:

2022 2021

£'000 £'000
Depreciation arising on nght-of-use assets 11,277 12,723
Expense recognised in financing costs 8.812 10663
Impairment arsing on nght-of-use-assets - 6,856
Impairment arising on property plant and ecuipment - 8156
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The table below gives further detail around the leases in place:

Number of properties Residual lease term date FY22 rent £000
divestment

9 0-4 years 962

1 6 years 1652
1?7 12-14 years 3,285
7 18-24 years 9923
28 15,822

The following table shows the amounts receivable from or payable to Propco which are outstanding at the balance sheet
date. These include balances in relation to lease agreements and where the Group has paid suppliers on behalf of the
Mropco Group, or vice versa, Such situations arise due to Praprn sippliers using legacy details to submit invoices or where
payments are made on behalf of THG by Propco for property related costs rechargeable to THG as a tenant per lease,

Included within the amounts ewed to Moulding Capital Limited is an amount of £10.5m in relaticn to fixtures and fittings
that had been paid by Propco on behalf of THG in respect of a fitout of one of the properties leased by THG, An extensive
review was completed by THG to ensure that all assets were in use by THG. In addition, legal specialists and property
specialists were engaged to ensure that this transaction was completed on an arms-length basis. Following completion
of this work and after approval by the Related Parties Committee the amount was recognised as an amount cwed to
related parties.

2022 2021
Related party Amounts owed by Amounts owed to Amounts owed by Amounts awed to
related parties related parties related parties related parties

£'000 £'000 £000 £000
Aghoco 1442 Ltd - 100 - 217
Allenby Square Ltd - 190 - 532
MCL Alpha PropCo Ltd - 1861 - 192
MCL Omega PropCo Lid - - - 1,243
MCL Icon Unit 3 FropCo Sarl, - 286 - 296
MCL Gadbrook PropCo Ltd - 242 - 242
MCL lcon Unit 4 PropCo Ltd - 217 - 217
MCL PV PropCo Ltd - 45 - _
MCL A&A PropCo Ltd - 241 - 241
MCL GJS PropCo Lid - 196 - 465
MCL HCC PropCo Ltd - 285 - 355
MCL KS PropCo Ltd - 225 - 225
Moulding Capital Limited - 10,454 - 47
MCL Wroclaw sp. Z.o.0 - - - 645
MCLICON S&rl - 1,101 - 1101
MCL Icon Unit 2 PropCo Limited - 953 - 953

- 14,705 - 8971
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These consolidated financial statements include the results of all subsidiaries cwned by THG PLC as listed in the table
below. Some of these subsidiaries, which are listed below, have taken the exemption from an audit for the year ended
31 December 2022 permitied by s479A of Companies Act 2006. In order to allow these subsidiaries to take the audit
exemption, the parent company THG PLC has given a statutory guarantee, in line with s479C of Companies Act 2006.

At the balance sheet date, the following subsidiaries were contrclled by the Group (a company incorporated in England

and Wales). All investments are 100% owned by THG PLC either directly or indirectly,

Subsidiary

Registered office

Country of
incorporation

Nature of business

The Hutcorn Limited

The Hut Platform Limited

The Hut Heldings Limited

The Hut.corn {Trading) Limited
Cend Lirnited

Guce Internet Supplies Limited
lwantoneofthose Limited

The Hut Entertainment SL
Ensco 818 Limited

Mankind Holdings Limited
Mankind Direct Limited

Moa Limited

Lookfantastic Group Limited
Lookfantastic.com Ltd
Lookfantastic Franchising Limited
Lookfantastic London Limited
Lookfantastic Salons Limited
Exante Diet Limited

Bike Kit Limited

CNP Professional Holdings Limited
MyVitamins Limited

HQ Hair Limited

Cend International Limited
THGPP LLC

THG International LLC

Mama Mio Limited

Mama Mio Distribution Limited

Mama Mio US Inc,

30

England and Wales
England and Wales
England and Wales
Jersey

England anc Wales
Guernsey
Guernsey

Spain

England and Wales
Guernsey

England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
Guernsey

England and Wales
Guernsey

England and Wales
UsA

USA

England and Wales
England and Wales

USA

Online retafling

Provision ol website development services
Dormant

Online retarling

Holding company

Holding company

Holding company

Dormant

Holding company

Darmant

Procurerment company
Online advertising

Helding company

Online retailing

Franchising and consultancy services
Dormant

Harrdressing salon
Dormant

Dormant

Pracurerment company
Dormant

Holding company

Online retailing

Halding company
Warehouse and distribution
Online retailing

Dormant

Online retailing
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Hale Country Club Limited
Gadhraok | imiled
THG International Limited

The Hut Group Internationat
{Shanghaij Co Limited

PC Beauty Inc,

Ideal Shape LLC

Performance Supplements LLC
Salu Australia PTY Limited
Skincarestore Australia PTY Limited
Salu Beauly Inc.

UK-2 Limited

Anothercom Limited

virtual Internet Holdings Limited
Hosting Servicss Inc.

UK2 Ukraine LLC

Virtual Internet (UK) Limited
The Hutcom {Poland) sp. z.0.0.
RY.com.au Pty Limited

Media Ark Limited

THG Studios Limited (previousty
Hangar Seven Limited)

H?P Portugal Unipesscal LDA
[llamasgua {Holdings) Lirnited
lNlamasgqua Limited

Besuty Box Beteiligungen GrmbH
Beauty Trend Holding GmbH
Beauty Trend GrmbH

Jade 1150, GmbH

Beauty Trend S.A.S France
GlossyBox Sweden Holding UG

GlossyBox Sweden AB

GlossyBox United Kingdom Holding GmbH

Beauty Trend UK Limited
VRB GmbH & Co. B-149 KG

Beauty Trend USA Inc.
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31

3

20

20

22

22

22

22

22

33

22

22

England and Wales
England and Wales

England and Wales

China

USA

UsA

UsA

Australia

Australia

HSA

England and Wales
England and Wales
England ang Wales
UsSA

Ukraine

England and Wales
Poland

Australia

England and Wales

England and Wales

Portugal

England and Wales
England and Wales
Germany

Germany

Germany

Germany

France

Germany

Sweden

Germany

England and Wales
Germany

USA

Retail and leisure company
Holding company

Marketing company

License holding company

Holding company
Marketing company
Marketing company
Holding company
Online retailing
Onhine retailing
Webhosting
Webhosting
Halding company
Webhosting
Webhosting
Webhosting
Warehouse and distribution
Online retailing

Visual content producer

Visual content producer

Visual content producer
Holding company
Online retailing
Helding company
Online retatling
Qnline retailing
Helding company
Online retalling
Holding company
Online retailing
Helding company
Online retailing
Holding company

Cnline retailing



El Spa Holdings {UK) Limited
ESPA International {UK) Limited
Prirmavera Aromatherapy Limited
ESPA International {US) Inc,
ESPA International FZE

tlake Wuoney Limited

M Beauty Limited

Language Connect International Ltd
Language Connect, inc.

THG Ingenuity Singapore Pte, Limited
Acheson & Acheson Limited

1310 Preducts Limited

Armeliorate Skincare Limited
Eddie Rockers Limited

Great John Street Hotel Limited
King Street Investments Limited
THG Trustee Limited'

THG Nutrition US Inc. {previously MP, Inc.)
Mypratein Japan KK

Colorist Christophe Robin S.AS.
Colorist Christophe Robin US, Inc
THG General Trading LLC

Dawid Berryman Ltd

David Berryman Holdings Limited
Fair Juice Limited

Claremont Ingredients Ltd

THG 100 KING STREET LIMITED
The Hut Group Limited

THG Hangar Holdco Limited
THG Hangar Lirnted

THG Hangar 2 Lirnited
Lion/Wrinkle Heldings, nc
Lion/Wrinkle Parent Carp

Lion/wninkle Intermediate LLC

1l

25

THG

Notes 10 the consolideaiod jincvicied statements feontine )

England and Wales
Coglend and wales
England and Wales
USA

UAE

England and Wales
England and Wales
England and wales
USA

Singapore

England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
USA

Japan

France

USA

UAE

England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and wales
England and Wales
England and Wales
England and Wales
USA

USA

UsSA

Holding company
Online retailing
Manufacturing
Online retailing
Qnline retailing
Holding company
Online retailing
Translation and interpretation
Translation and interpretation
Tranglation and inlerpretation
Manufactunng
Dormant

Holding company
Holding company
Hotel aperator
Hotel operataor
Trustee of EBT
Holding company
QOnline retailing
Online retailing
Online retailing
Online retailing
Online retailing
Holding company
Dormant

Online retailing
Hotel operator
Darmant

Holding company
Holding company
Holding company
Holding company
Holding company

Holding company
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NV, Perricone LLC

Perricone MC Cosmeceuticals UK Limited
The Hut Group, S.L

THG Intermediate OpCo Limited

THG Operations Holdings Limited

THG Intermediate Holdings Limited

THG Ingenuity Limited

THG Shelfco Limited

THG Beauty USA LLC {previously
Dermstore LLC)

Arrow Film Distributors Limited

The Engine House Media Services Limited
indigo Environmental Limited

indign Ervironmental Holdings Limited
Indigo Polymers Limited

Three Counties Reclamation Limited
The Protein Lab (UK) Limited

Preston Plastics (Holdings) Limited
Preston Plastics Limited

Eco Credits Limited

Brighter Foods Limited

Bentley Laboratories Blocker Company
Bentley Laboratories LLC

Cult Beauty Limited

THG AUS Fulfilment PTY Lirmited

THG AUS PP PTY Limited

THG Eco Ltd

THG EU PP Limited

THG Ingenuity Germany GmbH

THG Beauty Limited

THG AUS Beauty PP PTY Limited

THG Beauty Singapore PTE Limited
THG Beauty PP EU Limited

THG Beauly PP US LLC

THG Experience Limited
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27

20

20

21

29

20

23

21

18

usAa

Enyglarnd and Wales
Spain

England and Wales
England and Wales
England and Wales
England and Wales

England and Wales

USA

England and Wales
England and Wales
England and Wales
England and wales
England and wales
England and Wales
England and Walcs
England and Wales
England and Wales
England and Wales
England and Wales
USA

USA

England and Wales
Australia

Australia

England and Wales
Ireland

Germany

England and Wales
Australia
Singapore

Ireland

USA

England and Wales

Cnline retailing
Cnline relailing
Cnling retailing
Holding company
Holding company
Holding company
Holding company

Holding company

QOnline retailing

Motion picture distributor
Film processing
Erviranmental consulting activities
Halding company
Dormant

Recovery of sarted metals
Manufacturing

Holding company
Recovery of sorted metals
Environmental consulting activities
Manufacturing

Holding company

Online retailing

Online retailing

Fulfilment

Helding company
Holding company
Helding company

Oniline retalling

Online retatling

Holding company

Online retailing

Holding company
Holding company

Holding company
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THG Luxury Limited

THG Luzury PP AUS PTY Limited
THG Luxury PP EU | imited

THG Luxury PP US LLC

THG Nutrition Limited

THG AUS Nutrition PP PTY Limited
THG AUS Nutrnition PTY Limited
THG Nutrition India Private Limited
THG Nutrition Singapore PTE Limited
THG Nutrition Poland s.p.z.oo

THG Nutrition PP EU Limited

THG Nutrition PP US LLC

THG OnDermand Limited

THG Beauty Europe GmbH (previously
THG OnDemand Germany GmbH}

THG OnDemand Netherlands BY
THG OnBemand PP AUS PTY Limited
THG OnDemand PP EU Limited

THG OnDemand PP US LLC

THG OnDemand US LLC

THG Shared Services Limited

THG Shared Services AUS PTY Limiled
THG Sharad Services Poland sp.z.00
THG Shared Services US LLC

THG Beauty Trading LLC

THG Ingenuity General Trading LLC
THG Insurance Limited'

THG leon CP PropCo Limited

Companies owned directly by THG PLC

20

21

20

20

24

23

22

26

20

21

28

29

THG

Notes 1o the consollelated ffranciel staromoents eontinged)

England and Wales
Australia

Ireland

USA

England and Wales
Australia

Australia

India

Singapore

Poland

Ireland

Usa

England and Wales

Germany

Netherlands
Australia
Ireland

usa

Usa
England and Wales
Australia
Poland

USA

UAE

UAE
Guernsey

England and Wales

QOnline retailing
Holding company
Holding campany
Holding company
Online retailing
Holding company
Onling retailing
Online retailing
Online retailing
Online retaiing
Holding company
Holding company

Online retailing

Online retailing

Online rataifing
Holding company
Holding company
Holding company
Online retailing
Shared Service centre
Shared Service centre
Shared Service centre
Shared Service centre
Online retailing
Holding company
Holding company

Holding company
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Registered Offices:

1.

221

tfcon 17-9 Sunbank Lane, Ringway, Altrincham,
United Kingdom, WA15 OAF,

2nd Floor, Charter Place, 23/27 Seaton Place, 5t Helier, Jersey, JET Y.

Sarnia House, L.e Truchot, St Peter Port, Guernsey, QY1 4NA,

Caorparation Trust Center, 1209 Orange Street,
Wilmington, DE 13801, USA.

517 West 100 Morth, Providenos, UT 34332, USA,
100 SE 2nd Street, Suite 2000, Miami, FL 3313, USA,

Languege Connect, Inc, 79 Madison Avenue,
Suite 205, New York, NY 10016, USA,

73 rue Sainte-Anne, Paris, France.

79060, Ukraine, Lviv, Naukova str. 7D, office No. 305.

ul. Magazynowa 1, 55 010 Magnice, Poland.

06-101, WeWark 115 Broadway, New York, NY 10006, USA,

DLA Piper Tokyo, 2-1-1 Marunouchi, Chiyoda-ku,
Mey)i Seimei Kan 7F, Tokyo, 100-0005, Japan.

600 Montgomery 5t Ste 2500, San Francisco, CA, 941111-2724, USA,
Monte Equinza 30 Bajo Izquierda 2810, Madnd, Spain.

Room 753, Level 7 Building 2, No. 155, Fu Texi st
Road, China {Shanghal) Pilot Free Trade 7ane,

Lote D, Area Empresarial de Marim, 8700-122 Olhao, Portugal,

lebel Ali Free Zone, Dubal, UAE.

23.

24,

25,

26,

27

28,

29,

30,

31

32.

33.

34,

300 Creekviow Road, Suite 209, Newark, New Castle, 19711,
M Fieldcrest Avenue, Edison NJ 03837
Azure Group Pty Level 10,171 Clarence Street, Sydney, NSW 2000

City Trust & Corporate Services Limited st Floor Liffey
Trust Centre, 117 -126 Sheriff Street Upper, Dublin 1,

Maximilianstrasse 5480538 Munich,

100 Tras Stieet, #16-01 J00AN, 079027, Singapore.

203, 2nd Floor, Time Tower, Gurgaon Haryana, India.

Eternity Realty Buillding-ER 3 Deira Al Marrar Office: 041,
Barbara Strozzilaan 2011083 HN Amsterdam, The Netherlands,

1860 E GRAND AVE 6TH FLOOR EL
SEGUNDQ, CA 90245 United States,

New Mall Lirited, Al Warsan First, 831-0, JAE,
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Central, Dubal World Trade Centre, Dubai, United Arab Emirates,
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7405 E Monte Cristo Ave, Scottsdale, AZ, 85280,
Drottninggatan 108113 80 Stockholm Sweden,

Rawlinson & Hunter Singapare - 30 Cecil Street, #18-
02 & 03, Prudential Tower, Singapore 049712,
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Notes o #he consolidated financial stertonion?s (conttied)

Subsidiary audit exemptions

The below subsidiaries have taken the exemption from an audit for the year ended 31 December 2022 permitted by s479A
of Companies Act 2006. In order to allow these subsidiaries 1o take the audit exemption, the parent company THG PLC has
given a statutory guarantee, in line with s479C of Companies Act 2006,

Name Company Name Company Name Company
number number number
Criscs 18 Ltd 7483919 1IK-? | fd] 3550738 David Berryman Holdings Ltd 10392135
Lookfantastic Group Ltd 5381562  Mirtual Internet (UK) Ltd 3203095 Claremont Ingredients Ltd 2817306
lHamasqua (Holdings) Ltd 6116121 Beauty Trend UK Ltd 7569585  [avid Berryman Ltd 2185279
El Spa Holdings {UK) Ltd 9317257 THG International Ltd 10523712 THG Hangar 2 Lid 12746651
Make Money Ltd 5880897  Mamasqua Lid 6301977 Ei’gﬁgzgu"t’gls UK Ltd 6471993
Eddie Rockers Ltd 3009737 Prnimavera Aromatherapy Ltd 2053064 Guco Internet Supplies Ltd 49249
Eco Credits Ltd 12933421 M Beauty Ltd 5850964 The Hutcom (Trading) Ltd 87702
THG Intermediate Holdings Ltd 12526036 THG 100 King Street Ltd 12936227 HQ Haw Ltd 52888
Lookfantastic.com Ltd 3519634 Cend International Ltd B651475 | 1o Studios Limited (previously 6293681
Hangar Seven Limited)
Mankind Dircct Ltd 4112104 ESPA Internationat (UK) Ltd 2742156 Lookfantastic Franchising Ltd 5382066
Cend Ltd 4067712 Language Connect International Ltd 7364250 Lookfamastic Salons Ltd 6310534
The Hut Platform Ltd 5473891 Acheson & Acheson Ltd 2764368 Moo Ltd 5158225
Ancthercom Ltd 3661600 King Street Investments Ltd 8242806 Marna Mio Ltd 5251791
THG Shared Services Lid 13515579 Great Iohn Strect Hotel LUd 7973960 Hale Country Club Lid 897010
THG Hangar Lid 1294915 The Engine Huuse Media Services Ltd - 10597642 Indigo Enviranmental Ltd 10695826
Indigo Environmental Holdings Ltd 1738577 THG Hangar Holdco Ltd 12698636 Three Counties Reclamation Ltd 3792922
The Protein Lab (UK) Ltd 8491800  Preston Plastics Holdings Ltd 13265838  Preston Plastics Ltd 3377914
THG Nutrition Ltd 13400484 THG Beauty Ltd 13400467 THG OnDemand Ltd 13400488
THG Ingenuity Ltd 13414244 THG Luxury Ltd 13516580 THG Experience Ltd 13515614
The Hut.com Limited 5016010  Media Ark Limited 6127322 Arrow Film Distributors Limited 2584648
lwantoncofthose.com Limited 52189  Amcliorate Skincare Limited 3427037  Brighter Foods Limited 8815259
CNP Professional Holdings Limited 53443 THG Trustee Limited 10511000 Cult Beauty Limited &1950M
Gadbrook Limited 8867117 THG Intermediate OpCo Limited 12257092 THG Eco Limrted 13400476
Virtual Internet Holdings Limited 5943486 THG Shelfco Limited 13120197 THG Insurance Limited 2770612
THG lcon CP PropCo Limited 12940601

The below subsidiaries have taken the exemption from an audit for the year ended 31 December 2022 permitted by s480 of

Companies Act 2008,

Name Company Name Company Name Company

number number number
Lookfantastic London Lid 5338404 Exante Diet Ltd 7126424  Bike Kit Ltd 8317188
Mama Mig Distribution Ltd 7721655  Mankind Holdings Ltd 52665 The Hut Holdings Ltd 7002848
Fair Juice Ltd 8494686 1010 Products Ltd 3402920  Indigo Polymers Ltd 11526560
Myvitamins Ltd 8179216 The Hut Group Limited 12526838
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29, Post balance sheet events

At the year end, certain joss-making categories and territories primarily within THG OnDemand were placed under
strategic review. Post year end, and following completion of the strategic review (further details on which are included in
the "Section 172 Statement Stakeholder Engagement” section), the Board approved the exit from THG OnDemand. In Q4,
the Board approved the exit of ProBikeKit. These operations wilt be fully exited throughout the course of 2023, The optimal
exit route remains under review. The result of this decision has led to an inventory provision totalling £25.5m, other costs of
£6.9m and impairment of £3.8m which have been recognised within cost of sales and administrative expenses respectively
and included within Adjusted Items {note 4), This has been concluded as an adjusting post balance sheet event.

On 28 February 2023, the sale completed in respect of one of the non-core freehold assets recorded within the assets heid
for sale category (note 12.2). The sale generated cash proceeds of £5m which reflected the carrying value of the asset.

No other post balance sheet events have cccurred,
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Company statement of financial position as at 31 December 2022

2022 2021
Note £000 £'000
Non-current assets
Investments 4 524,580 508,846
524,580 508,846
Current assets
Receivables 5 1,612,636 1,406,262
Cash 56,267 242,278
1.668,903 1,688,540
Payahles: amounts falling due within one year g (8,710) (3,147)
Net current assets 1,660,193 1686.393
Total assets less current liabilities 2,184,773 2194239
Net assets 2,184,773 2,194,239
Capital and reserves
Called up share capital 7 6,903 6,684
Share premium 2,024,452 2,022,31
Merger reserve 615 615
Capital redemption reserve 823 523
Lass for the year (22,560) {19,328)
Retained earnings 174,840 183,434
Total shareholders’ funds 2,184,773 294,239

The financial statements on pages 225-230 were approved by the Board of Direclors on 17 April 2023 and were

signed on its behalf by:

Damian Sanders

Chief Financial Officer

Registered number: 06539496
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Company statement of changes in equity for the year ended

31 December 2022

THG

Ordinary Share Merger Capital Retained Total equity

shares premium reserve Redemption Reserve earnings £'000

£'000 £'000 £'000 £'000 £'000
Balance at t January 2021 6,061 1287071 615 523 183,434 1,477.804
Loss for the year - - - - (19,328) (19,328)
Issue of ordinary share capitat 623 735140 - - - T3AE763
Balance at 31 December 2021 6,684 2,022,311 615 523 164,106 2,194,239
Balance at t January 2022 6,684 2,022,311 615 623 164,106 2,194,239
L.oss for the yeur - - - - {22,560) (22,560)
Issue of ordinary share capital 219 214 - - - 2,360
Share-basad payment - - - - 10,734 10734
Balance at 31 December 2022 6,903 2,024,452 615 623 152,280 2,184,773
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Notes to the Company financial statements

1. Accounting policies

The principal accounting policies have been applied in accordance with 'Financial Reporting Standard 101 Reduced
Disclosure Framework’ (FRS 101] and are detailed below. The policies have been applied consistentiy throughout both the
current and preceding year.

«. Busis of preparation
The Company financial statements have been prepared in accordance with United Kingdom's Generally Accepted
Accounting Practice, including Financial Reporting Standard 101 Reduced Disclosure Framewark (FRS 1077, and in
accordance with the provisions of the Companies Act 2006, The Company has taken advantage of section 408 of the
Companies Act 2006 not to present the parent company profit and loss account. The loss for the financial year in the
financial staterments of the Company is £22.0m (2021 £18.3m). The financial statements have been prepared on the
histarical cost basis.
In accordance with FRS 107, the Company has taken advantage of the following disclosure exemptions:

Company cash flow statement and related notes

Disclosures required by IFRS 2 Share-based payments

Disclosures required by IFRS 7 Financial Instrument Disclosures

Disclosure of related party transactions

There have been ne new or amended accounting standards or interpretations adopted during the year that have had a
significant impact on the company's financial statements,

There are no standards, interpretations or amendments to IFRS that have been issued but are not yet effective that are
expected to have a material impact on the Company's financial statements.

b Tuxation and dererred taxation

Current tax including UK Corporation Tax is provided at amounts expected to be paid or recovered using
the tax rates and laws that have been enacted or substantively enacted by the balance sheet date.

Deferred taxation is provided in full on timing differences that result in an obligation at
the balance sheet date to pay more tax, or a right tc pay less tax, at a future date, at rates
expected to apply when they crystallise based on current tax rates and law.

Temperary differences arise fram the inclusion of items of income and expenditure in taxation computations in periods
different from those in which they are included in the financial statements. Deferred tax assets are recognised to the extent
that it is regarded as more likely than not that they will be recovered. Deferred tax assets and liabilities are not discounted.

¢ Financial instriemoents

Financial assets and financial |iabilities are recogniged on the Company's balance sheet when
the Company becomes a party to the contractual provisions of the instrument.

The most significant financial asset relates to an intercompany debtor, representing funding
reguirements within the Group, Management have considered all aspects of IFRS 8 with respect to
recognising the appropriate value of these financial instruments at the balance sheet date, including
credit risk, and have concluded that this has not adversely changed since initial recognition.
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d. Financial iabilities and equity

Financial liabilities and equity instruments are classified according to the substance of the contractual arrangements
entered. An equity instrument is any contract that evidences a residual interest in the assets of the Company after
deducting all its liabilities.

e Inovestments in substdiaries

Investments in subsidiaries are held at cast, less any provision for impairment. Where equity seltled share-based
payments are granted to the employees of subsidiary companies, the fair value of the award is treated as a capital
contribution by the Company and the investments in subsidiaries are adjusted to reflect this capital contribution.

J Share-based payments

The Group operates share-based cornpensation plans, under which the Group receives services from employees

as consideralion for equity instruments (options) of the Company. The fair valuie of the employee services received

in exchange for the grant of the equity instruments is recognised as an increase to investments in the statement of
comprehensive income. The total charge is recognised over the vesting pericd, which is the period over which all the
specified vesting conditions are to be satisfied. At the end of each reporting period, the Group revises its estimates of the
number of equity instruments that are expected to vest based on the non-market vesting conditions along with taking
account of any equity instruments that may have been cancelled or modified in the period. It recognises the impact of the
revision to original estimates, if any, in the statement of comprehensive income with a corresponding adjustment to equity.
Note 7 in the consolidated financial statements details the schemes in place.

& Critical accounting judoements and ko) SOUrces of estimarion Uncertainty
Critical accouniing judgemcnts
lmpedirment of investments

The carrying amounts of the Company's investments are reviewed at each reporting date to determine whether there

is any indication of impairment in accordance with the accounting policy set out in note 1 of the censslidated financial
statements. The Company considers impairment of its investments in subsidiaries by estimating the recoverable amounts
of its investments, In performing this assessment, management have considered the cashflows at a group consolidated
level, consistent with the impairment review for the Group's goodwill, and concluded that the forecasts support the carrying
value of the company's investments. Note 11 in the consolidated financial statements details the assumptions used together
with an analysis of the sensitivity to changes in key assumptions.

Koy sources of estimation uncertainty
Recozerability of intercompany debtors

The Company uses estimates to determine the recoverabhility of amounts due from its subsidiaries. Under IFRS 9, the
carrying amounts of receivables from other Group subsidiaries are required to be assessed for recoverability on a forward-
looking basis through the recognition of an expected credit loss (ECL) provision. This reguires the estimation of expected
loss at default (ELDY and probability of default (PD) to compute the ECL, which is deemed to reflect the irrecoverability of
intercompany debtors,

In calculating the ECL, management elect to use a loss percentage which is in line with market practice in the UK and

EU. An assessment of the Groups credit rating is utilised as this is the most accurate and reflective probability of default,
specific to the THG entities,
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Notes 1o the Compery finaicial statements feontinued)

2. Employee costs and numbers

The average number of employees during the year was 2 {2021 2).

2022 2021
£'000 £'000
Short term employee benefits S 270 50
Social security costs 25 3
Pension costs 2 -

297 53

3, Auditor remuneration

Amounts paid to the Company's auditors are disclosed in note & of the Group's consolidated financial statements.

4, Fixed asset investments

Fixed asset investments comprise investments in subsidiary undertakings.

2022 2021

£'000 £'000

At | January 508,846 508,846

Additions 15,734 -

At 31 December 524,580 508,846

5. Recelvables

2022 2021

£'000 £'000
Trade and other recevables 2,480 536
Amounts owed from Group undertakings 1,675,903 1373,336
Unpaid share capital 26,919 27026
Corporation tax asset 4,741 4687
Other taxation and social security 1,229 379
Prepayments and accrued income 1,362 238
1,612,634 1.406,262

Amounts owed by Group undertakings are unsecured, non-interest bearing and repayable on demand. The current amount includes amounts of £1,575.9m
(2021 £1,373.3m) due on demand but expected to be settled after 1 year.

At 31 December 2022, there were 160,809,675 fully vasted, but partly paid and unlisted Shares {31 Dec 2021 161,438,766). The average amount of ungaid share

capital per fully vested but partly-paid and unlisted Share is £017 (2021 £016) representing a receivable 10 the Group of £26.9m (2021: £270m}. The movement
in the year is alt due to certain fully vested but partly paid and unlisted Shares being paid-up and converted to Ordinary Shares,

6. Payables: amounts falling due within one year

2022 2021
£000 £'000
Trade creditors 1,900 919
Accruals and deferred income 6,810 2,228
8,710 3147
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7. Share capital and reserves

THG PLC is a public company limited by shares and incorparated in England and Wales. It has a standard listing on the
London Stock Exchange and is the holding company of the Group. The Company has ten classes of shares; Ordinary
Shares of £0.005 each, all of which are fully paid: D1 Shares of £0.005 each; D2 Shares of £1 each, all of which are fully paid;
E Shares of £0.005 each; F Shares of £0.005 each; G Shares of £0.005 each; H Shares of £0.005 each; the Special Share of
£1, which is fully paid up; Deferred 1 Shares of £0.005 each; and Deferred 2 Shares of £0.005 each. As at 31 December 2022,
the Company's issued share capital comprised:

2022 Number Nominal value £ each
Ordinary Shares 1265377242 0005
D1 Shares 56082651 0.005
D2 Shares 17741 1
E Shares 48,895797 0005
F Shares 27122287 0005
G Shares 17494,674 Q005
Special Share 1 1
Deferred 1 Shares 313,25/ Q005
Deferred 2 Shares 21,563,860 0005

1436967451

During the financial year ending 31 December 2022 the following took place. The conversion of shares are in respect
of the employee share scheme:

{xxv)
{anvi)
{xonvii)
{xxviii)
{xxix)

(xX¥Ix)
(1)
(%)

8.

34,454 Ordinary Shares were converted from 34,454 E Shares;

88,000 Qrdinary Shares were converted from 83000 E Shares,

22,953 Ordinary Shares were converted from 22,953 E Shares;

1606 Crdinary Shares were converted from 1606 E Shares;

6,399 Ordinary Shares were converted from 8,399 E Shares;

44,909 Ordinary Shares were converted from 21144 E Shares, 8000 F Shares and 15765 G Shares;
71 D2 Shares were subdivided into 14,200 D2 shares of £0.005 each, 13169 of which converted intc 13169 Crdinary Shares and 1031 of which were
reclassified as Deferred 1 Shares;

1,000 Ordinary Shares were converted from 1,000 E Shares;

15,530 Ordinary Shares were converted from 6,208 F Shares and 9,322 G Shares;

75000 Ordinary Shares were converted from 75000 G Shares;

1,000 Ordinary Shares were converted from 1,000 E Shares;

12000 Crdinary Shares were converted from 12,000 G Shares;

65,000 Ordinary Shares were converted from 65000 £ Shares;

24,806,893 Qrdinary Shares were issued for a total consideration of £911722 {note 7);

1,000 Ordinary Shares were converted from 1,000 E Shares;

77175 Ordinary Shares were converted from 16,18 E Shares, 30,497 F Shares and 30560 G Shares;
12,168 Ordinary Shares were converted from 4193 F Shares and 7975 G Shares;

19,074,902 Ordinary Shares were issued for a total consideration of £152117 (ncte 7);

19,753 Ordinary Shares were converted from 10,572 F Shares and 9181 G Shares:

17529 Ordinary Shares were canverted from 7048 F Shares and 10,481 G Shares;

52,026 Grdinary Shares were converted from 8,068 E Shares, 17620 F Shares and 26,338 G Shares;
26,2492 Ordinary Shares were converted from 10,572 F Shares and 15720 G Shares;

8,538 Ordinary Shares were converted from 2,643 F Shares and 3.895 G Shares; and

4,000 Ordinary Shares were converted from 4,000 E Shares.

Related party transactions

The Company has taken exemptlion under FRS 101 not to disclose transactions with wholly owned subsidiary companies,
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Alternatioe performance measires (APMs”)

The Group tracks a number of alternative performance measures in managing its business, which are not defined or
specified 1inder the requirements of ITRS because Lhey exclude amounts that are included in, or include amounts that are
excluded from, the most directly comparable measure calculated and presented in accordance with IFRS, or are calculated
using financial measures that are not calculated in accordance with IFRS,

The Group believes that these alternative performance measures, which are not considered to be a substitute for or
supericr to IFRS measures, provide stakeholders with additional helpful information on the performance of the business.
These alternative performance measures are consistent with how the business performance is planned and reported within
the internal management reporting to the Board,

These alternative performarce measures should be viewed as supplemental to, but not as a substitute for, measures
presented in the consolidated financial information relating to the Group, which are prepared in accordance with IFRS,
The Group believes that these alternative perfermance measures are useful indicators of its performance. However, they
may not be comparable with similarly-titled measures reported by other companies due to differences in the way they are
calculated. Profit-related APMSs frequently exclude significant recurring business transactions (e.g. restructuring charges
and acquisition-related costs) that impact financial performance and cash flows.

The Audit Committee have reviewed the overall presentation of APMSs to ensure that these are not given undue
prominence, challenged the nature and amount of adjusting items and evaluated the reconciliations used by management,

In determining whether an item should be presented as an allowable adjustment to IFRS measures, the Group considers
iterns which are significant either because of their size or their nature, and which are non-recurring, For an item to be
considered as an allowable adjustment to IFRS measures, it must initially meet at least one of the following criteria:

It is a significant item,

It has been directly incurred as a result of acquisition related restructuring and integration costs, transportation,
delivery or fulfilment costs in relation to Covid-19 or as part of the outcome of the strategic review or divisional
recrganisation.

ft is unusual in nature or linked to a one-off agreement signed outside of the normal course of business.

Purpose

The Group uses APMSs to improve the comparability of information between reporting periods, either by adjusting for
uncantrollable facters or special items which impact upon IFRS measures.

Their use is driven by characteristics particularly relevant to THG Group:

Adjustments to operating profit - the Group has a significant non-current asset base and consequently incurs a high
proportion of depreciation and amortisation, APMs are used to provide adjusted measures for users of the financial
staternents to evaluate our operating performance.

« Acquisition related activity - the Group is in a growth phase in its lifecycle and has made several acquisitions in the
previous reporting periods, Conseguently, a high volume of transaction, restructuring and financing costs are incurred
within the Group which do not reflect its underlying business. APMs are used to provide an adjusted measure for users
of the financial statements to consider performance after such items,

+  In 2022 following the strategic review, some non-core categeries and territories were discontinued. These areas do not
meet the definition of & component to be disclosed under IFRS 5; Assets held for sale and discontinued operations as
a discontinued operation on the face of the consolidated income statement and as such has been recognised as an
APM in 2022 to provided information to the users af the financial statements of the ongsing operations.
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APM

Closest
equivalent
IFRS measure

Adjustments to reconcile to

primary statements

Purpose

Adjusted Gross profit

Adjusted distribution
costs

Adjusted
administrative
expenses

Adjusted EBITDA
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Gross profit

Distribution
costs

Administrative
expenses

Operating
profit

+  Depreciation
+ Amortisation

See the Chief Financial
Offiger review footnote 1
far a reconciliation,

«  Adjusted items
+  Depreciation and
amortisation

See the Chief Financial
Officer raview footnote 1
tar a reconciliation.

= Adjusted items
+  Depreciation and
amortisation

« 5aaS costs arsing from
change In accounting policy
«  Share-based payments

Ses the Chief Financial
Officer review footnote 1
far a reconciliation.

«  Adjusted items
= Depreciztion and
amortisation

Share-based payments

See the Chief Financial Officer

review for a reconciliation.

To show gross profit before depreciation and
amortisation charged due to its nature 1o aid
comparability.

To show distribution costs before adjusted items
and depreciation and amortisation charged due
to their nature to aid comparability,

To show administrative expenses before adjusted
tterns and depreciation and amartisation charged
due to their nature to aid comparability.

EBITDA is a useful measure for investors
because it is a measure closely tracked by
management to evaluate THGs operating
performance and to make financial, strategic and
operating decisions and may help investors to
understand and evaluate, in the same manner
as management, the underlying trends in
operational performance on 8 comparable basis
year on year.

Share-based payrnent costs are added back,
following the launch of the share-based payment
scheme In the year and management consider
these to be outside of the underlying day-to-

day operations. Given the material size of these
charges they are removed from underlying
Adjusted EBITDA,



APM

Closest
equivalent
IFRS measure

Adjustments to reconcile to
primary statements

T

Purpose

HG

Adjusted EBITDA
{continuing)

Net (debt) / cash
before lease
liabikties

Net debt

Cperating
praofit

Cash

Cash

. Adjusted items

. Depreciation and
amortisation
. Share-based payments

- Laas cosls ansing from
change in accounting
policy

' EBITDA from discontinued
categories

See the Chief Financial Officer
review for a reconciliation,

. Loans and other
borrowings
. Foreign exchange

{Retranslate debt balance
at swap rate where hedged
by foreign exchange
derivatives)

' Lease liabilitics

See the Chief Financial Officer
review for g reconcihation.

. Loans and other
borrowings
. Foreign exchange

{Retranslate debt balance
at swap rate where hedged
by foreign exchange
derivatives)

See the Chief Financial Officer
raview for a reconciliation.

EBITDA 1s a useful measure for investors
because it 1s 8 measure closely tracked by
management ta evaluate THGs operating
performance and to make financial, strategic and
opcrating Jecisions and may help investors to
understand and evaluate, in the same manner
as management, the underlying trends in
oparatonal performance on a comparable basis
year on year.

In 2022 an addtional measure has bean
recognised to show the Impact of the operations
that will continue in 2023,

To show the cash balance after the deduction
of the loans and other borrowings balances
but before lease liabilities are deducted and
atter retranslation of debt balance at swap rate.
This measure is tracked by management when
reviewing iquidity and the indebtedness of the
Group which s then used to drive any strategic
or acquisition related decisions.

To show the cash balance after the deduction
of the loans and other borrowings balances and
after retranslation of debt balance at swap rate.
This measure is tracked by managemant when
reviewing liquidity and the indebtedness of the
Group which is then used to drive any strategic
or acquisition related decisions.
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The definitions set out below apply throughout this document, unless the context requires otherwise,

2021 Annual Report

2022 AGM

2030 Sustainability Strategy

Active Customers

Adjusted EBITDA

Adjusted EBITDA (continuing)

Admission

AGM

Anrual Report

AP

Articles of Assaciation
Autostore

E2B
Bentley Laboratanes

Beard

Beoard Committees

Brext

Brighter Foods

Carbon Neutrality

Chair or Independent Chair
Chisf Executive Officer or CEG
Chief Financial Officer ar CFO
Chief Cperating Officer or COO
Code

Companies Act

Company

Company Secretary

Constant currency
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means the Annual Report and Accounts of the Company in respect of the financial year ending 31 December 2021
means the annual general meeting of the Company held on 10 June 2022

means the Group's Sustainability Strategy, THG x Planet Earth, for a better, sustainable future with targets centred
around three key prionties: (1} protecting climate and nature; (i} strengthening our supply chain and circularity;
and () empowering people and cormmunities

means custorners who have purchased at least once in the financial year ending 31 December 2022

means the non-GAAP measure which is defined as Earnings Before Interest, Taxes, Depreciation, Amortisation,
share-based payments, SaaS change in accounting policy and adjusting items as detailed in note 4 of the
financial statements contained within this Annual Report

means the non-GAAP measure which is defined as Earnings Before Interest, Taxes, Depreciation, Amortisation,
share-based payments, SaaS change in accounting policy, adjusting iterms and removat of the EBITDA from those
operations within the Group that are no jonger continuing

means the admission of the Ordinary Shares to both the standard listing segment of the Official List of the FCA
and the London Stock Exchange's main market for listed secunties, which took place on or around 16 September
2020

means the annual general meeting of the Company that will be held on 21 June 2023

means this Annual Report and Accounts of the Company in respect of the financial year ending 31 December
2022

means Application Programming Interface
means the Articles of Association of the Company, as adopted by special reselution on 9 September 2020
means AutoStore AS, a8 warehouse rabotics company

means business to business

means Bentley Laboratories LLC, an innovative developer and manufacturer of prestige skincare and haircare
products that was acquired by THG on 15 June 2021

rmeans the board of directors of the Company

means the Company's Board-constituted committees comprising the Audit Committee, the Risk Commitice,
the Remuneration Committes, the Nomination Committee, the Related Party Committee and the Sustanability
Commitiee

means the UK's decision 1o leave the European Union following the referendum on 23 June 2016

means Brighter Foods Limited, a specialist developer and manufacturer of snack bars that was acquired by THG
on 11 May 2021

means achieving a net-zero release of greenhouse gas emissions (including carban dioxide) into the atmosphare

means Charles Allen, Lord Allen of Kensington, CBE, independent non-executive chair of the Company, appointed
on 22 March 2022

means Matthew Moulding, the Company's Chief Executive Officer and co-founder
means Damian Sanders, the Company's Chief Financial Officer

means John Gallemore, the Company's Chief Operating Officer and co-founder
means The UK Corporate Governance Code {July 2018), published by the FRC

means the Companies Act 2006 (as amended from time to time)

means THG PLC, a public limited company incarporated in England and Wales with registered number 06539496,
whose registered office is at Icon 1, 7-9 Sunbank Lane, Ringway, Altrincham, United Kingdom, WA15 QAF

means James Pochin, the Company Secretary of THG PLC

means without taking into account fluctuations in the exchange rate; therefore showing the figures as if the
exchange rate remained constant



Covid-19

CRM

Cult Beauty

CX

D&l

01 Shares

D2 Shares

02C

Deferred 1 Shares

Deferred 2 Shares

Dermstore

Directors

Disclosure Guidance and
Transparency Rules or DTRs

Division

Divisional Reorganisation Commillee

EBITDA

EBT

eCRM

Employee Incentive Plan

ERM

£5G

EU

E Shares

Executive Leadership Team

Exscutive Directors

EY or External Auditor
FCA

FDA

FIR/ST

FMCG

FRC

THG

means the disease caused by Severe Acute Respiratory Syndrome Coronavirus 2, responsible for the global
pandemic that has impacted the Group's operations

means Cuslomer Relationship Managerunt

means Cult Beauty Limited, the UK-based online beauty retailer of prestige and emerging indspendent brands
that was acquired by THG on 3 August 2021

MEeans Customer experience

means diversity and inclusion

means the D ordinary shares of £0.005 each in the capital of the Company. having the rights and being subject to
the restrictions set out in the Articles of Association

means the D ordinary shares of £100 each in the capital of the Company, having the rights and being subject to
the restrictions set out in the Articles of Association

means direct to customer

means the deferred 1 shares of £0.005 each in the capital of the Company, having the rights and being subject to
the restrictions set out in the Articles of Association

means the deferred 2 shares of £0.005 each in the capital of the Company, having the rights and being subject to
the restrictions set out in the Articles of Asscciation

means Dermstore LLC, the pure play online prestige skincare business that was acquired by THG on 2 February
2021

means the directors of the Company from time to time and "Director” means any one of them

means the disclosure guidance and transparency rules made by the FCA under Part V1 of the Financial Services
and Markets Act 2000 (as amended from time to time)

means business units within the Group. The Group has six divisions, THG Beauty, THG Nutrition, THG Ingenuity,
THG OnDemand, THG Luxury and THG Experience,

means the committee, formerly named the Separation Committee, established to oversee the co-ordination,
delivery and execution of the reorganisation of the THG corporate structure, specifically regarding the formation
of six sub -groups relating to THG Beauty, THG Nutrition, THG Luxury, THG OnDemand, THG Ingenuity and THG
Experience

means the nan-GAAP measure which is defined as Earnings Before Interest, Taxes, Depreciation and
Amortisation

means earnings before tax

means glectronic customer relationship management

means the employee incentive plan which was put in place during the 2022 reparting period and under which
Ordinary Share awards will be made to certan key employees below the level of the Executive Leadership Team

means Enterpnse Risk Management

means environmental, social and corporate governance factars which are non-financial and are used in assessing
the sustainability and societal impact of the Company and its value chain

means the European Union

means the E ordinary shares of £0.005 each in the capital of the Company, having the rights and being subject to
the restrictions set out in the Articles of Association

rmeans, collactively, those individuals hoiding executive management positions within the Company

means the executive directors of the Company from time to time, being the Chief Executive Officer, the Chief
Financial Officer and the Chief Operating Officer at the date of this Annual Report, and "Executive Director”
means any one of them

means Erngt & Young LLP, the Group's statutory auditor and adviser in respect of nen-audit services

means the Financial Conduct Authority

means the Foad and Drug Administration, a LS federat agency of the Department of Health and Human Services
means fulfilment, inventory, retrieval and storage technology

means fast moving consumer goods

means the Financial Reporting Council
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F Shares

GAAP

GDPR

General Counsel
GHG

GMY

Group ar THG
G Shares
H12023

H Shares

[AS

IFRS

PG

KPI

Listing Rules
London Stock Exchange
LTiP

ME&A

NEDs

Notice of Meeting
NPD

Ordinary Shares
Perrcone

Premiurn Listing

Propco Group

Propco Transaction

RCF
Regulations

Related Party Transaction

Rernuneration Policy

SaasS
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means the - ordinary shares of £0.00% each in the capital of the Company, having the rights and being subject to
the restrictions set out in the Articles of Association

means Genarally Accepted Arcnunting Principles

means lhe General Data Protection Regulation (EU) 2016/679
means James Fochin, the General Counsel of the Company
meangs greenhouse gases

rmeans Gross Merchandise Value

means the Company and its subsidiaries and subsidiary undertakings from time to time

means the G ordinary shares of £0.005 each in the capital of the Company, having the rights and being subject to
the restrictions set out in the Articles of Association

means the six-manth period from 1 January 2023 to 30 June 2023

means the H ordinary sharas of £0005 each in the capital of the Company, having the rights and being subject to
the restrictions sel wulin lhe Arlicles of Association

means International Accounting Standards
means International Financial Reporting Standards
means the imitial public offening of Ordinary Shares by the Company in September 2020

means key performance indicator

means the Listing Rules made by the FCA under Part V| of the Financial Services and Markets Act 2000 (as
amended from time to time)

means the London Stock Exchange PLC or its successor

rmeans any long-term incentive plan operated by the Company from time to time

means mergers and acquisitions

means the Mon-Executive Directors of the Company and "NED" means any one of themn

means the notice of AGM circulated to Shareholders on or around the date of posting of this Annual Report

means new product development

means the voting ordinary shares of £0.005 each in the capital of the Company, having the rights and being
subject to the restnctions set out in the Articles of Association

means Perricone MD, the US prestige skincare brand that was acquired by THG on 29 September 2020

means a listing where the issuer is required to comply with Chapter 6 of the Listing Rules and the other
requirements in the Listing Rules that are expressed to apply to securities with a premium listing

means Mouiding Capital Limited (formerly Kingsmead Holdco Limited), a company incorporated in Guernsey
{registered no. 51762), whose registered office is at Sarnia House, Le Truchat, St Peter Port, Guernsey, GY1 1GR
{"Propco"), and its subsidiaries fram time to time, which together hald certain property assets that are used or
occupied by THG under leases between the relevant Group company and the relevant subsidiaries of Propco

means the sale of the Propco Group prior to Admission to Moulding Group Limited (formerly FIC Holdings Ltd),
which is wholly owned by Matthew Moulding, the CEO

means revolving credit facility

means the Campanies (Miscellanecus Reporting) Regulations 2018 (as amended from time to tima)

means a transaction, arrangement or relationship to which the Company, or any of its subsiciaries, will be a
participant and where any refated party has a direct or indirect interest

means the Shareholder-approved policy which sets out the remuneration arrangements for Direclors (as
amended from time to time)

means software as a service



SBTi

Section 172

SEDEX

Senior Management

Shareholder

Shares

SID

Softbank

Special Share

Standard Listing

TCFD

THG Beauty
THG Digtal
THG Eco

THG Experience
THG Ingenuity
THG Luxury
THG Media
THG Nutrition
THG CnDemand
THG Procure
THG Studios
THG Technology
THG Values
WS

Yoy

THG

means the Science Based Targets initiative, the global body enabling businesses to set emissions reduction
targets in line with climate science

means section 172 of the Companies Act which relates to the duty of a company’s directors to promote the
success of the company

means Supplicr Ethical Data Exchange
means the Executive Leadership Team and its direct reports

means a holder of Qrdinary Shares

means together the Ordinary Shares, D1 Shares, D2 Shares, E Shares, F Shares, G Shares, H Shares, Deferred 1
Shares, Deferred 2 Shares and the Special Share or any, or @ combination, of each as the context requires

means the Board’s senior iIndependent NED, currently Dean Moore who was appointed on an interim basis on 24
January 2023

means SB Management Limited, a subsidiary of SoftBank Group Corp.

meaansg the “special” share of £140 in the capital of the Company, having the rights and being subject to the
restrictions set cut in the Articles of Associalion

means a standard listing under Chapter 14 of the Listing Rutes

means the Task Force on Chimats-Related Financial Disclosures, a framework 1o help public companies and other
organizations more effectively disclose climate-related risks and oppertunities through their existing reporting
processes

means a3 key division and market of the Company relating to beauty products, commerce and distribution
means the Company's end-to-end digital brand services

means the Company's sustainability solutions division

means a key division and market of the Company relating to influencer marketing and commerce

means a platform created and used by the Company to achieve global e-commerce competitive advantage
means the fuxdry fashion retail division of the Company

means the Company's digital content, licensing, social and retail media proposition

means a key division and market of the Comparny relating to nutritional products, commerce and distribution
means the division offering personalisation and customisation to a range of consumers via online platfarms
means our internally developed procurement system

means a divisien of the Company which produces digital content

means a key division and market of the Company

means the Company’s values, namely leadership, innovation, decisiveness, ambition and collaboration
means warehouse management systems

rmeans year on year
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