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A leading manufacturer, supplier and brand
owner of fast-moving consumer products
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Attractive Markets

Large and fast-growing markets
serving customers who themselves
are growing

Vertically Integrated

UK manufacturing facilities for Vaping
and Sports Nutrition & Wellness products
enhance quality, margins and flexibility

Best in Class

Distribution Platform
Extensive distribution platform with
embedded relationships within retailers,
fast-growing discounters and the UK
prison service

Financial Profile

Resilient and growing revenues
and EBITDA

Growth driven by the highest
gross margin categories
Capex-light and cash generative model
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Leveraging our vertically integrated platform
to take fast-moving consumer brands to our
extensive customer network

+33%

Revenue £122.3m
(2020 92.3m)

+24%

Gross
Profit £33.0m
(2020 £26.6m)

+21%

Adjusted
EBITDA 19.3m
(2020 £16.0m)

+17%

Adjusted
EPS 12.0p
(2020 10.3p)

Financial highlights

¢ Strong organic growth across all key categories coupled
with encouraging performances from the recent
acquisitions. The strongest sales growth was generated
in the two highest margin categories:

— Vaping 36% revenue growth
— Sports Nutrition & Wellness 38% revenue growth

e Gross profit grew by 24% driven by increases for
manufactured lines. Gross profit as a percentage of
sales was marginally lower (1.8ppt) reflecting the
change in the sales mix

* The Balance Sheet was notably stronger, with net assets
of £18.8 million (FY20: £4.1 million) and net debt of only
£7.6 million (FY20: £21.3 million) at the end of FY21

Operatlonal highlights

¢ Successfully admitted to trading on AIM in February 2021
and achieved an oversubscribed fundraising with a
register of high calibre institutional investors

e Strong new business momentum achieved throughout
the year:

— In June 2020, secured contract with Scottish Prison
Service for bespoke vaping products providing further
endorsement of vaping from the public sector;

— In March 2021, completed the roll-out of 88vape
products across McColl’s estate adding a further
1,180 retail convenience stores nationwide; and

— Continued progress in product and category
development by expanding the Sports Nutrition
& Wellness category into protein snack bars and
meal replacements.

¢ Rapid response to COVID-19:
— Undisrupted manufacturing and distribution operations
throughout the pandemic;
— Early-adoption of full-site weekly testing to ensure the
safety of all our staff; and

— Seamless business adaptations to manage the
changes to our distribution channels.

Post period-end
hlghllghts and outlook

The current financial year to 31 March 2022 ("FY22") has
started well, including 2 new customers wins —
Sainsburys (who will begin to stock 88vape in 400 stores
starting in late Summer) and Core Communications who
aim to supply 88vape to their network of 25,000
independent retailers

e All areas of the business are performing in line with
management expectations

* In June 2021, completed the acquisitions of:

— Vendek Limited, Ireland’s leading distributor of
batteries and lighting products; and

— the stock and brands of Sci-MX Nutrition Limited, a
leading sports nutrition and supplements business.

¢ Maiden dividend payment expected following publication
of FY22 interim results

* The Board and management of Supreme continue
to monitor the COVID-19 situation closely but remain
confident in the growth prospects for the Group in
the medium-term

Adjusted EBITDA means operating profit before depreciation, amortisation and Adjusted
items (as defined in Note 7 of the financial statements). Adjusted items include share-
based payments charge, fair value movements on non-hedge accounted derivatives and
other non-recurring items (including all IPO-related costs)

2Adjusted Profit before tax means profit before tax and Adjusted items (as defined in
Note 7 of the financial statements). Adjusted items include share-based payments
charge, fair value movements on non-hedge accounted derivatives and other non-
recurring items (including all IPO-related costs)

3Adjusted EPS means Earning per share, where Earnings are defined as profit after tax
but before amortisation of acquired intangibles and Adjusted items (as defined in Note 7
of the financial statements). Adjusted items include share based payments, fair value
movements on non-hedge accounted derivatives and other non-recurring items
(including all IPO-related costs)
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Our Categories

Lighting
11% revenue CAGR between FY16-21

Batteries
200 million batteries supplied each year

SUPREME

PLC
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Household Goods
Continuing to develop this new category
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® Licensed supplier for leading brands, with own and
white label offering

® Growing resilient category, utilising existing customer relationships

® Global license with Eveready / Energizer valid until 2025,
JCB license valid until 2024

® One of the UK’s largest independent battery suppliers

Stable, core revenue product

® Dirives sticky customer relationships and opportunity to
cross-sell higher margin categories

22-year relationship with Duracell, Energizer and Panasonic
® 11-year relationship with JCB and 7-year relationship with Philips

@® Over one million 88vape users

@ Fast-growing consumer online proposition accelerated
by the pandemic

® Used as a smoking cessation aid
@ High level of regulation creates barriers to entry

@ Established and extensive in-house manufacturing
capabilities, driving high margins with capacity to expand

Rapidly growing category driven by ability to cross-sell
products to existing customers

Expanded into protein snacks with recent acquisition of
Battle Bites

Exciting growth opportunity through expansion into
vitamin and supplement market

In-house manufacturing capabilities yield superior returns

@ Acquisition of Provider Distribution in February 2020
® Promising first year under Supreme's ownership
® Complementary segment alongside our other FMCG products
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Chairman’s Statement

Paul McDonald
Non-executive Chairman

To achieve sustained
growth and progress
in all categories during
a year of disruption
and uncertainty is a
testament to the
strength of Supreme’s
team and the
Company's underlying
business structure.

It is a pleasure to provide our first set of
results for Supreme as a public company.
Our February 2021 IPO was a major
milestone for the Company, which received
positive support from the investor
community. We are extremely proud

to be publicly quoted and look forward

to capitalising on the many benefits that
our public quotation brings.

Supreme traded strongly in the year ended
31 March 2021, achieving a 33% increase in
revenues to £122.3 million (2020: £92.3
million) and a 21% increase in Adjusted
EBITDA to £19.3 million (2020: £16.0 million),
which was ahead of expectations. We
maintained our attractive financial profile
during the year, with strong EBITDA and
cash flow growth, underpinned by our
capital light model and strong balance sheet.

Despite the broader impact of COVID-19 on
the UK economy, the Company was able to
maintain strong business continuity,
successfully trading throughout and
navigating the challenges presented, by
adapting to the ever-evolving situation.
Supreme continued to benefit from operating
in attractive markets, including the large and
fast-growing vaping, lighting and sports
nutrition markets as well as being vertically
integrated, our manufacturing facilities
remaining fully operational throughout the
pandemic with the majority of our customers
remaining open for business.

Demand for Supreme’s everyday items
withstood the economic pressures of the
pandemic and we were able to leverage our
vertically integrated platform and extensive
retail network that includes over 3,300
accounts and 70,000 active online accounts.

| firmly believe that our team’s hard work and
talent was core to our business overcoming
the many obstacles presented by COVID-19.
To achieve sustained growth and progress in
all categories during a year of disruption and
uncertainty is testament to the strength of
Supreme’s team and the Company’s
underlying business structure.

Ahead of the IPO, we put together a high
calibre, well-balanced Board with a strong
blend of skills and relevant experience.
Sandy Chadha, our CEO, was joined by our
CFO, Suzanne Smith, as the Executive
Directors. Concurrently, three independent
non-executive directors were appointed
including Mark Cashmore as Senior Non-
Executive Director and Chair of the
Remuneration Committee and Simon Lord
as Chair of the Audit & Risk Committee.
They have each brought diverse and
informed perspectives, enabling our
committees to be fully functional from an
early stage and, | am confident, will also
continue to apply independent judgement
and diligent oversight to the operation of
the Board.

Looking to the future, we have a highly
experienced management team, great
value products, an almost unrivalled
distribution platform and a proven business
model, in addition to a focused growth
strategy centred around domestic and
overseas expansion.

Finally, | would like to put on-record my
gratitude to the whole Supreme team for
their dedication and tenacity in the last 18
months in navigating our business through
the pandemic. This commitment has been
reflected in a strong set of results and we
look to the future with confidence.

Paul McDonald
Non-executive Chairman M

19 July 2021
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Business Model
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® Own brands: 88vape, Protein Dynamix, GoNutrition and Battle Bites

Licensed brands: Energizer, JCB and Eveready

©® Distribution agreements with battery brands: Panasonic,
Energizer and Duracell

Continued product development for own brands
@ Provides customers with private label service

® In-house manufacturing for 88vape e-liquids, powders
and vitamins in Sports Nutrition & Wellness

® Other products are manufactured by third parties

. Online ordering and integrated management system
Services for retailers: >750 active accounts with average order
value of >£950

® 10,000+ branded retail outlets and thousands of
independent stores

@® Close relationships drive collaborative product innovation

® Selling own brands D2C through proprietary online stores
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Chief Executive Officer’s Review

Sandy Chadha
Chief Executive Officer

Introduction

| am delighted to announce our first set of
results as a quoted company, in what was a
fantastic year for our business, with the IPO
of the Company a clear highlight. In the year
ended 31 March 2021, we achieved
significant progress across all of our key
categories, in particular, within our two key
growth categories of Vaping and Sports
Nutrition & Wellness, whilst producing a very
strong performance in our Lighting and
Batteries categories. This performance
further establishes Supreme as one of the
leading suppliers and manufacturers of
fast-moving consumer goods and a trusted
partner to our customers and suppliers.

Supreme delivered a 33% increase in
revenues to £122.3 million in the year
(2020: £92.3 million) and a 21% increase

in Adjusted EBITDA to £19.3 million

(2020: £16.0 million), which was ahead of
expectations. Central to our strong financial
performance is the prominence of our
brands and our diverse and extensive retail
network, which includes 3,300 active
accounts across wholesale, discount,
supermarket, high street, international and
public sector customers, in addition to
70,000 active online accounts.

Specifically, Supreme delivered a 36%
increase in revenues in its Vaping division,
with its 88vape brand continuing to achieve
strong customer traction, as demonstrated
by the recent agreement with McColl’s.
Furthermore, the Group's Sports Nutrition &
Wellness category delivered 38% revenue
growth, which was underpinned by the
success of the acquisition of Battle Bites
protein snack bars in October 2020, the
expansion of the powdered protein range
into meal replacements under the Solo
brand and the early success of private label
vitamins, which will be further
complemented by additional product
launches later in 2021.

| am also extremely proud of the way the
Supreme team has responded throughout
the COVID-19 pandemic, which has touched
the lives of every individual and had a huge
impact on the broader UK economy. Most
importantly, we have kept our people safe
throughout this period, whilst ensuring
strong business continuity. We introduced
testing for all our staff well ahead of our

peers and have ensured PPE equipment and
social distancing guidelines were
implemented across the Group.

Operational Review

The Supreme business model is simple.

We leverage our vertically integrated platform
to introduce new consumer brands and
increase the penetration of our existing
brands and products across our customer
base. These brands may be licensed,
own-brand or acquired, as well as white-
labeled for certain customers. We typically
distribute over 2,000 products daily across
our five product categories. Whether it be
our brands or distribution agreements with
battery brands like Panasonic, Energizer and
Duracell, we continue to strive to maximise
our routes to market to ultimately generate a
greater return on our investment.

In addition, our state-of-the-art
manufacturing facilities continue to ensure
we vyield superior returns for our products,
most notably for our 88vape e-liquids as well
as our powders and vitamins within the
Sports Nutrition & Wellness division. We
also made further progress in developing
our online fulfilment ordering and integrated
management systems for retailers during
the year.

The past financial year has highlighted both
the robustness and versatility of our vertically
integrated platform. With this strong platform
firmly at the heart of our business,
management will continue to focus on the
following strategic growth drivers, which

are to:

e concentrate on high growth and high
margin categories such as Vaping and
Sports Nutrition & Wellness which have
strong market tailwinds;

e expand our international footprint through
existing customer relationships and
strategic acquisitions;

e pbroaden our customer base and increase
penetration through cross-sell
opportunities and increasing the average
revenue per customer;

e continue to develop innovative products
and enter additional verticals to cater for
Supreme’s broad customer base, focused
on a high quality yet good value consumer
proposition;

e increase our manufacturing efficiencies
through further economies of scale and
bringing the manufacture of certain
products in-house;

e evaluate complementary acquisitions to
add immediate value, through increased
efficiencies and synergies with the
Group’s existing activities; and

e enhance online distribution and
services to further grow our B2B
and D2C sales channels.

Batteries

We have over 20 years’ experience in the
consumer battery market, holding license
agreements with household names including
Panasonic, Duracell and Energizer since the
1990s, in addition to an exclusive 11-year
relationship with JCB, and a 7-year
relationship with Philips. We have grown to
become one of the UK’s largest independent
distributors of batteries, delivering over 200
million a year. This division performed well in
the year ended 31 March 2021, with a 10%
gross profit margin and a number of
successes in capitalising on cross-sell
opportunities. The category brings stability
due to repeat customers, which results in
high revenue visibility. Nonetheless, avenues
to further growth exist, including an increase
in our B2B sales offering.

Pleasingly, we have seen growth across all of
our major brands and retailers during the
year, with unprecedented demand
experienced during lockdown. This excellent
performance against a backdrop of
extremely challenging times further
highlights our distribution capabilities and
the strength of our relationships with global
battery brands.

Lighting

From licensed, private, and white-label
lighting to LED light fittings, our continued
investment in this category has seen us
develop into an expert supplier for the
world’s leading brands. The division reported
gross profit of £8.0 million, representing 24%
of the Group’s total gross profit, driven by
sales of licensed brands including Eveready,
Energizer and JCB.

Supreme maintained the core revenue base
and profitability within the lighting category
during the year, despite a widespread
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This performance
further establishes
Supreme as one of the
leading suppliers and
manufacturers of
fast-moving consumer
goods and a trusted
partner to our
customers and
suppliers.

Corporate Governance

technology shift from halogen to LED during
the year, with LEDs carrying a lower unit
selling price. However, our distribution-
based business model ensured Supreme
was able to maintain a strong gross margin
of 31%.

Our international expansion plans for our
lighting business have been delayed as a
result of the pandemic, but we firmly believe
there are some exciting growth prospects
across Europe, and we are now actively
pursuing a number of opportunities.

Vaping

[t was an exceptional year for our industry-
leading value vaping brand, 88vape, in which
revenues increased by 36% to £39.5 million
in the period whilst achieving the milestone
of 1 million regular users worldwide. Now
perceived as a healthier alternative to
smoking, we have witnessed heightened
demand for our products, resulting in £6.3
million in direct sales to consumers in the
period via our 88vape-branded website. The
Group now distributes over 1,800 orders per
day and 6 million bottles of e-liquid every
month, following our successful move to a
dedicated fulfilment centre. We have also
seen an expansion of core underlying
manufacturing margins delivered through
purchasing economies and changes to core
operating procedures.

We added the Scottish Prison Service to our
list of public sector customers including Her
Majesty’s Prison & Probation Service
(“HMPPS”) in the year. We create bespoke
products specially designed for use in
prisons, including closed-system vaping
products. This contract is an excellent
example of how vaping and e-cigarettes
continue to be supported by the UK
Government, NHS England and a large
number of public health organisations as a
means to lower the number of active
smokers in the UK, with the UK government
working to make the UK smoke-free by
2030. We continue to see solid growth

trends and, whilst e-cigarettes are not
risk-free, they are a safer alternative
compared to traditional cigarettes.

Finally, we continue to explore ways to bring
more of our manufacturing in-house, which
ultimately helps gross margin progression.
This includes exploring opportunities to
manufacture our range of vaping pre-filled
cartridges in-house, rather than importing
them from China.

Favourable market conditions and consumer
habits, including strict regulation and low
levels of consumer brand switching, makes
88vape well-positioned to increase its
footprint in the vaping market.

Sports Nutrition & Wellness

The Sports Nutrition & Wellness category
was one of our leading performers in the
year ended 31 March 2021, growing
revenues by 38% during the period.
Following the GT Divisions Limited
acquisition, we diversified our range, adding
Battle Bites protein snacks to our existing
own brand powder and beverage products,
Protein Dynamix and GoNutrition. This
acquisition of a recognised protein snack bar
brand delivered an extensive customer base
and an established consumer website with
5,000 visitors per week.

We have made significant progress in this
division since entering the market just a few
years ago, with revenues growing 187%
between March 2019 and March 2021. After
enjoying some early success following our
expansion into the vitamin supplements
market, we remain optimistic about further
growth opportunities which will be facilitated
by our brand-new manufacturing facility
dedicated to vitamin and powder production.
In addition, we have two vitamin launches
scheduled for this year, with the introduction
of Sealions, our first digital-only brand, in
July 2021, and our retail brand, Millions &
Millions, is due for launch in September
2021, with Davina McCall as brand
ambassador. We also continue to progress
developing our private label vitamins
business and have already delivered £0.5
million sales ahead of the official launch.

Branded Household Consumer Goods
We continue to develop our nascent
Branded Household Consumer Goods
category following the acquisition of Provider
Distribution in February 2020. It delivered a
strong first year under Supreme’s ownership,
undoubtedly boosted by the pandemic, and
a £1 million pharmaceutical bottling contract,
which we believe is unlikely to be repeated in
the current financial year.

Regardless, we believe the characteristics of
this segment, alongside our other FMCG
products, offer potentially significant market
opportunity given the breadth of our
distribution capabilities.

Financial Statements

09

COVID-19 Response

First and foremost, | would like to thank all
our staff for their incredible efforts
throughout COVID-19. Health and safety at
all factory sites and office buildings has
always been Supreme’s top priority, and our
employees have made a concerted effort to
adhere to social distancing guidelines in a
difficult period for all.

Despite the inevitable disruption caused by
COVID-19, Supreme has performed strongly
throughout the pandemic. Supply across all
channels to market was uninterrupted
throughout the year, with warehousing and
manufacturing facilities remaining
operational. Even between April and July
2020, the strictest period of lockdown, sales
across all categories grew year-on-year,
manifesting our resilience and adaptability.

| am extremely proud of all our staff for
reaching their targets and helping to achieve
record growth.

Dividend

As highlighted at the time of our IPO, we
intend to pay dividends to shareholders in an
aggregate annual amount equivalent to
approximately 50% of net profits, retaining
the balance of earnings from operations to
finance our future expansion. Our dividend
payments are expected to be split into a one
third interim dividend and a two thirds final
dividend and we expect to declare our first
interim dividend following the publication of
our interim results for the six-month period to
30 September 2021.

Outlook

Having successfully completed our IPO on
the London Stock Exchange and delivering a
record financial performance in the year
ended 31 March 2021, the business is ideally
placed for ongoing sustainable growth. We
continue to invest in launching new products,
as well as expanding both our manufacturing
and distribution capabilities whilst maintaining
a well-managed cost base.

We have made an encouraging start to the
current financial year with strong demand
across all our divisions. Our Vaping segment
continues to be a key profit driver, as we
seek to expand our market share through
our B2C online offering, and our Sports
Nutrition & Wellness category is poised for
expansion following the launch of our
Sealions and Millions & Millions vitamins
brands and the acquisition of the brands and
stock of Sci-MX Nutrition.

The Board and management of Supreme
continue to monitor the COVID-19 situation
very closely but remain confident in the
outlook for the business for the current
financial year and beyond. @

Sandy Chadha
Chief Executive Officer

19 July 2021
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Sticky Customer Relationships
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SCIfmX HM Prison &
Probation Service
SUPREME
ssvape. STES
SCOTTISH
Eauer@, LED H UT =§= . PRISON SERVICE

Building international e Over 100,000 monthly visits ® Supreme collaborates with
footprint across all categories to 88vape’s online store government bodies to deliver

- : bespoke products to prison
Acquisition of Vendek, ¢ 19% conversion rate services

with existing storage and :
distribution capabilities in * Supreme offers B2B online
Republic of Ireland, provides

a base to explore European

growth opportunities

cost-effectively



12
Annual report & accounts
For year ended 31 March 2021

Case Study: Vaping

HMPPS (Her Majesty’s Prison and Probation Service) — England and Wales

svape

3 X Pre-fillec
clearomize

To create a bespoke, closed-system, single use e-cigarette (“pod”) that met the specific
and extensive constraints required to be sold in prisons, including ensuring the system
couldn’t be tampered with, whilst still remaining competitively priced.

HMPPS (via its fulfilment partner) collaborated exclusively with Supreme who leveraged its
supplier network to design and develop a unique product that remained at a competitive
price to the end consumer. Significant product testing was carried out by a combination of
engineers and ex-prison inmates, before it was deemed safe to distribute inside prisons.

Since rolling out the product in November 2019, Supreme has supplied over 30 million
units to HMPPS. In addition, the product has also provided Supreme with a platform to
cross-sell other products, most notably within its Sports Nutrition & Wellness category
into the public sector. The product has also been rolled out to the Scottish Prison Service,
which underpins the ongoing support of public bodies for vaping as a less harmful
alternative to smoking.

|Zzil—P - DSADNES

The e-liquid is manufactured at Supreme’s facility in Manchester and the hardware is
manufactured in China. The filling process initially began in China but Supreme began
supplementing this process from within its UK manufacturing facility in early 2021.
Within 12 months, it expects to handle all of the filling process here in the UK which
will further improve margins.

FY21 Revenue units sold
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Case Study: Lighting

Licensing the Energizer Brand

?@d%

Energizer

LED GU10

Challenge

To enter the lighting vertical where own brand products and new entrants to the
market were often struggling to establish a strong reputation as a trusted supplier.

Activities

Supreme’s aim was to disrupt the market with a range of products that were priced
alongside retailers’ own labels but with the reassurance of a well-recognised brand.
Energizer was already a supplier of batteries to Supreme and management identified
the opportunity to license the Energizer and Eveready brands for high quality but
competitively priced lighting products.

Outcome

By licensing such a reputable, global, well-recognised brand as Energizer, the end
consumer immediately trusted the Energizer lighting products, which was the main
challenge being faced by other own label competitors. The lighting division how
contributes over £25 million in annual revenue, of which over 70% comes from
licensed products.

Crucially, Supreme has replicated the licensing model elsewhere in the business,
most notably JCB, with other licenses under consideration for the future.



14
Annual report & accounts
For year ended 31 March 2021

Chief Finance Officer’s Review

Suzanne Smith
Chief Finance Officer

Introduction

The year ended 31 March 2021 was a year
of unprecedented change for Supreme. We
successfully integrated new operations and
people following the acquisitions undertaken
in FY20; changed the Group’s capital
structure and Board as a result of the IPO;
and implemented a number of operational
changes as a result of the COVID-19
pandemic. Pleasingly, the financial
performance of the business remained
strong, delivering revenue growth of 33% to
£122.3 million (FY 20: £92.3 million), an
increase in gross profit of 24% to £33.0
million (FY20: £26.6 million) and an increase
in Adjusted EBITDA' of 21% to £19.3 million
(FY20: £16.0 million).

FY21 FY20 %

(£ million) (€ million) Change
Revenue 122.3 923 +33%
Gross Profit 33.0 26.6 +24%
Gross Profit % 27.0% 28.8% -1.8%
Adjusted EBITDA! 19.3 16.0 +21%

Adjusted Items 3.4 0.4

Profit before Tax 13.0 13.2 -2%
Adjusted Profit

before tax? 16.4  13.6 +21%
Operating Cash

Flow 12.3 170  -27%
Adjusted Operating

Cash flow* 14.7 175 -16%
Net Assets 18.8 41 +358%
Net Debt 76 213 -64%
EPS 890 99p -10%
Adjusted EPS® 120p 10.3p +17%

Revenue

Revenue for FY21 was £122.3 million (FY20:
£92.3 million), an increase of 33%. Around
half of this growth can be attributed to recent
acquisitions, and the remainder to strong
organic growth across all categories. This
organic growth was against the backdrop of
national lockdowns that impacted the
majority of this reporting period, where we
estimate around 10% of our customers were
closed and many reported lower footfall
through their stores.

Revenue by division

e Revenue for Batteries was £34.4 million
(FY20: £30.9 million). This growth of £3.5
million (11%) was entirely organic and
reported across all major brands and
distribution channels. The extent of the
COVID-19 “bounce” in these results will be
determined in the coming months.

* Revenue for Lighting was £25.9 million
(FY20: £25.3m). Considering the revenue
reported in FY20 included a one-off
benefit as a result of the technology shift
from halogen to LED, management are
pleased with the deemed underlying
revenue growth.

e Revenue for Vaping was £39.5 million
(FY20: £29.0 million). This growth (36%)
was a result of the full year impact of the
HMPPS contract, increased sales to
consumers via the 88vape.com website
plus underlying organic growth of e-liquids
via our core retail and wholesale channels.

e Revenue for Sports Nutrition & Wellness
was £6.9 million (FY20: £5.0 million). Year
on year growth of 38% was a result of the
incremental revenues from the acquisition
of GT Divisions in October 2020 combined
with the success of new product launches
and growth in the core range.

¢ Revenue for Branded Household
Consumer Goods was £15.5 million
(FY20: £2.0 million) — the full year impact
of the acquisition of Provider Distribution
(acquired in February 2020) accounts for
93% of the growth, with the remainder
arising from a pharmaceutical bottling
contract that generated £1 million of
revenue in FY21 that is not expected to
re-occur in FY22.

Gross profit

Gross profit for FY21 was £33.0 million
(FY20: £26.6m), representing growth of 24%.
Gross profit as a percentage of turnover
decreased during the year by 1.8ppt from
28.8% to 27.0%, reflecting the change in
sales mix (specifically the addition of the
Branded Household Consumer Goods
category where reported gross profit
percentage is around 10%).

By category, gross profit margins were
largely unchanged year-on-year (a positive
result for Lighting given the technology

changes underpinning FY21 sales and also
for Sports Nutrition & Wellness where the
addition of Battle Bites (distribution only)
diluted the impact of the manufacturing
margins within the category. The gross profit
gains in Vaping are noteworthy — driven by
the gains in manufacturing (both in terms of
process and volume).

By the end of FY21, gross profit generated
from manufactured categories (Vaping and
Sports Nutrition & Wellness) accounted for
58% of the total gross profit of the Group
(FY20: 52% of total gross profit).

Adjusted EBITDA

Adjusted EBITDA" increased by £3.3 million
(21%) in the year, driven by growth in revenue
and gross profit offset by some modest
investment in the overhead base to support
growth.

Adjusted ltems
Adjusted Items of £3.4 million (FY20: £0.4
million) comprised:

— £2.0 million relating to the Group’s
admission to AIM in February 2021
(which include £1.7 million of adviser
fees and commission, £0.2 million of
accelerated debt arrangement fees
(associated with the tranche of debt that
was settled on admission to AlM) and
£0.1 million in relation to Company
bonuses that were contingent on the
transaction;

— £0.4 million in relation to a group-wide
reorganisation that took place during
the year following the integration of
businesses and assets acquired in
FY20; and

— £0.8 million in relation to the fair value
movements on non-hedge accounted
derivatives.

Finance costs

Finance costs were £0.7 million in the year
(FY20: £0.8 million) arising from the interest-
bearing Senior Facility held throughout the
period (£0.6 million) plus the interest relating
to the lease liabilities under IFRS16

(£0.1 million).



Strategic Report

Pleasingly, the financial
performance of the
business remained
strong, delivering
revenue growth of
33% to £122.3 million

Corporate Governance

Taxation

Total tax charge in the year was £3.1 million
(FY20: £2.3 million), giving rise to an effective
tax rate of 24% (FY20: 18%). The increase in
the rate arose from the disallowed expenses
in relation to the IPO. Going forward, we
expect the Group’s effective tax rate to
re-align to the UK corporation tax rate.

Profit After Tax and Earnings per share
Profit after tax was £9.8 million compared to
£10.9 million in FY20 and the fully diluted
earnings per share were 8.7p (FY20: 9.8p).
On an adjusted profit after tax basis, which
we consider to be a better measure of
performance, adjusted earnings were £13.3
million (FY20: £11.3 million) and Adjusted
earnings per share® was 12.0p (FY20: 10.3p)

Dividends

The Group’s dividend policy is to pay an
annual amount equivalent to around 50% of
net profit. In line with the Group’s policy set
out at IPO, the Directors do not intend to
declare a dividend in respect of FY21. The
Directors plan to declare its maiden dividend
to shareholders following the FY22 interim
results which, in line with policy, is expected
to be 1/3 of the full year dividend.

Cash flow
@millan) (€ milion) (2 mitio)
Adjusted EBITDA! 19.3 16.0 3.3
Movement in
working capital (1.6) 3.2 4.8)
Taxation paid (3.0) (1.7) (1.3
Adjusted
operating
cash flow* 14.7 175 (2.8)
Cash-impacting
Adjusted Items:
IPO fees (2.0 (2.0
Restructuring 0.4) (0.3 (0.1)
Acquisition costs 0.2) 0.2
Operating
cash flow 12.3 170 (4.7)
Debt (servicing)
/ raising (14.2) 4.4  (18.6)
Capex (incl M&A) 2.1 (5.1) 3.0
Dividends 8.0 (11.0) 8.0
Proceeds from IPO 7.8 - 7.8
Net cash flow 0.8 5.2 (4.4)

We continued to be cash generative in FY21
with Adjusted operating cash flow* of £14.7
million (FY20: £17.5 million). This result is a
combination of the continued growth in the
Group’s EBITDA offset by the planned
investment into working capital to support
growth of £1.6 million outflow (FY20: £3.2
million inflow) — last year’s closing stock
balance was unusually low (due to delayed
shipments from China at the onset of the
pandemic) and last year’s reported trade
creditors balance was unusually high, as
the Group sought to manage cash cautiously
given the initial uncertainty brought about
by COVID-19. The working capital position
reported in FY21 is more aligned to the
“normal” cash flows associated with

the Group.

With reference to cash flows associated with
the Group’s admission to AIM, the IPO raised
funds of £7.8 million for the Group (£7.5
million of which was used to repay a tranche
of its senior debt facility). There was also a
cash outflow of £2.0 million associated with
adviser fees, commission and staff bonuses
directly attributable to the IPO.

In reference to cash flows from investing, we
report a cash outflow of £1 million in respect
of the acquisition of GT Divisions, and
Financing cash outflows represented the
servicing of the Senior Debt facility in
ordinary course, plus a further £7.5 million
on admission to AIM as outlined above.

Net debt
FY21 FY20 Change

(£ million) (£ million) (£ million)
Cash (v5) (©.7) (0.8
Bank Loan 9 216 (12.6)
Amounts owed to
related parties 3.4 3.4 -
IFRS 16 lease
liability 1.5 1.5 -
Other 1.1 14 0.3)
Total net debt 76 212 (13.7)

Borrowings significantly reduced in the year
as a result of the (normal) debt servicing
profile of the senior facility, further enhanced
by the £7.5 million repayment following the
IPO fund raise. At year end, the Group
reported net debt of £7.6 million (FY20: £21.3
million), only 0.4x Adjusted EBITDA'.
Immediately after the period end, the Group
also repaid 50% of its related party
obligations (amounting to £1.7 million).

Events after the Balance Sheet Date
On 10 June 2021 Supreme acquired the
entire share capital of Vendek Limited, a
leading Dublin-based distributor of batteries
and lighting products, for an initial
consideration of €1.07 million. The
acquisition is expected to be immediately
earnings-enhancing.
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On 30th June 2021, Supreme acquired the
brands and stock of Sci-MX Nutrition
Limited, a leading sports nutrition and
supplements business, for £2.3 million. The
Acquisition added a number of well-known
brands (including Sci-MX and PRO2GO) to
the Group’s growing Sports Nutrition &
Wellness category.

Brexit

In light of the EU-UK Trade and Cooperation
Agreement signed in December 2020, the
Board continues to monitor the impact of
Brexit. A multi-functional project steering
committee manages the impact on the
Group’s operations prior to and following
Brexit.

The Group has experienced an increased
administrative burden post-Brexit although
its exposure to EU-UK trade is relatively low
(only 8% of revenue originated in Europe in
FY21). The acquisition of Vendek Limited
shortly after year end, based in the Republic
of Ireland, is expected to mitigate some of
the impacts of Brexit by providing a
European distribution hub for Supreme
within Europe to better serve the existing
and target EU customers.

Use of non-GAAP measures in the
Group financial statements

Certain measures have been used to
increase understanding of the Group’s
Report and Accounts. These measures are
not defined under IFRS and therefore may
not be directly comparable with adjusted
measures presented by other companies.
The non-GAAP measures are not intended
to be a substitute for or superior to any IFRS
measure of performance; however they are
considered by management to be important
measures used in the business for assessing
performance. The non-GAAP measures
used in this strategic review and more widely
in this Annual Report are defined in the
footnotes below and set out in Note 2.17 W

Suzanne Smith
Chief Finance Officer

19 July 2021

'Adjusted EBITDA means operating profit before
depreciation, amortisation and Adjusted items (as defined
in Note 7 of the financial statements). Adjusted items
include share-based payments charge, fair value
movements on non-hedge accounted derivatives and other
non-recurring items (including all IPO-related costs)

2Adjusted Profit before tax means profit before tax and
Adjusted items (as defined in Note 7 of the financial
statements) Adjusted items include share-based payments
charge, fair value movements on non-hedge accounted
derivatives and other non-recurring items (including all
IPO-related costs)

SAdjusted EPS means Earning per share, where Earnings
are defined as profit after tax but before amortisation of
acquired intangibles and Adjusted items (as defined in Note
7 of the financial statements). Adjusted items include share
based payments, fair value movements on non-hedge
accounted derivatives and other non-recurring items
(including all IPO-related costs).

“Adjusted Operating Cash Flow means net cash from
operations before the cash impact of Adjusted items
(as defined in Note 7 of the financial statements).
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ESG Policies

Supreme recognises the
importance of maintaining the
highest standards of corporate
lbehaviour and setting the right
example for others to follow.
Environmental, social and
governance (‘ESG”) is at the core
of our business and we conduct
our operations with integrity,
fairness and transparency.

-
Environment

We are passionately committed to manufacturing and
distributing products which support social responsibility
and environmental sustainability.

Localised supply chains and customers

When it comes to manufacturing, Supreme is extremely
proud of its localised supply chain. Raw materials are
largely sourced from the UK (with the balance coming from
Europe) and manufacturing takes place onshore at our
facility in Manchester and finished goods are stored in

our distribution facility located at the same site.

Over 90% of our customer base (by reference to revenue) is
located in the UK and over 50% of customers take products
from more than one of our five categories, meaning we can
leverage distribution synergies whilst simultaneously
respecting the environment.

With reference to Far East sourcing, we endeavour to ship
directly to our customers to avoid unnecessary shipping
and “double-handling”, and in FY21, this accounted for
£15m of revenue.

We have recently entered into backhaul arrangements
with some of our biggest retailers, filing otherwise-empty
wagons enroute back to their own distribution hubs.

Reduction of single use plastic
Throughout FY21, we have taken steps to reduce the
quantum of single-use plastic packaging.

In FY21 we substituted the acetate-wrapped counter-top
88vape counter display units with cardboard trays wrapped
in recyclable film, saving an estimated 156 tonnes of single-
use plastic per annum.

The Sealions vitamins range, which launched in July 2021,
is completely plastic free and our longer-term objective is
to extend this across our various vitamins ranges.

Reduction of energy use

More generally, we manage our energy consumption
cautiously by utilising only energy efficient LED lighting
and operating PIR motion sensors for all manufacturing,
office and warehousing facilities.
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Social

Vaping - 95% safer than smoking

Vaping is widely accepted as an aide to smoking cessation,
reducing the significant negative impacts of smoking.
Smoking is believed to be the biggest preventable cause
of death in the UK and a significant drain on the National
Health Service ("NHS"). Vaping is recognised by the NHS
and other public health organisations as a means to lower
the number of active smokers in the UK, with the UK
government working to make the UK smoke-free by 2030.
In the UK alone there are 2.2 million regular vapers who
attest to being ex-smokers.

Sports Nutrition products contribute to a

healthy lifestyle

Within Sports Nutrition & Wellness, our brands of vitamins,
meal replacements and protein snack bars promote healthy,
active lifestyles and a positive wellbeing.

Ethical sourcing

Driven by our own initiative and a duty to protect the
integrity and reputation of the global brands and licensors
we partner with, Supreme strives to uphold the highest
standards of ethical sourcing within Europe and the Far
East. We use third parties to carry out our audits routinely
to assess social and economic conditions for workers as
well as quality control and health and safety procedures.
Many of the audits are unannounced and we employ a
Quality Control Officer based in Shanghai who also carries
out regular visits. We inspect any new factory before we
place our first order and we require the factory to pass
BSCI audits.

Making consumer goods available to

low-income households

Supreme operates largely in the discount sector, bringing
high quality, branded, consumer products to the mass-
market at low price points, relative to branded alternatives.
Supreme is proud to give consumers access to choice
when making routine purchases.
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Governance

A primary function of any Board is governance. As part of
the process of becoming a listed company, new structures
and processes are being put in place, or extended, by the
Board. We are committed to continuing to evolve and
develop these in line with corporate governance best
practices and guidance moving forward.

QCA Code

We are committed to effective corporate governance as the
basis for meeting our shareholders’ expectations for proper
leadership and oversight and delivering long-term value
growth. In adhering to these principles, the Company has
chosen to adopt the Corporate Governance Code for Small
and Mid-sized Quoted Companies 2018 published by the
Quoted Companies Alliance (the “QCA Code”). For details
on how we adhere to the ten principles of the QCA Code
see pages 24 to 25.

Ethical corporate culture

Starting with the Board and echoed across the Group
formally through its employee policies and through the
culture it has fostered over its 30-year history, Supreme
promotes an ethical corporate culture, with a zero-tolerance
approach towards any form of discrimination or unethical
behaviour in the context of bribery, corruption or business
conduct. At Board level, there are terms of reference

for each of its committees, requiring regular disclosure

of Directors’ other interests and following a

share-dealing code.
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Principal Risks and Uncertainties

The Board is responsible for the Group’s risk
management and internal control systems
and for reviewing their effectiveness,
supported by the Audit Committee. We
review our business regularly to identify and
document key business risks. Once
identified, risks are assessed according to
their likelihood and impact of the risk, with
the risk being scored between 1 (indicating
very low likelihood and very low impact) up
to 25 (indicating highest likelihood and
greatest impact). The table below sets out
the Group’s principal risks as determined by
the Board, the current risk score and the
mitigating actions. This represents the
Group’s current risk profile and is not
intended to be an exhaustive list of all risks
and uncertainties that may arise.

1.COVID-19 V¥V

The outbreak of COVID-19 has negatively
impacted economic conditions globally and
continues to have an adverse and disruptive
effect on the UK economy. To date, the
Group has adapted to the challenges the
pandemic has presented and is likely to
need to continue to remain agile over the
coming months in response to any further
developments relating to the outbreak. If
the COVID-19 pandemic continues for a
prolonged period of time, this may result in
operational challenges, delays in receiving
payments from clients and may impact the
Group’s ability to secure new business. The
pandemic may therefore have an adverse
effect on trading, cash flows, profitability,
results of operation and financial condition.

Mitigating factors / actions

Supreme continued to operate and trade
throughout the pandemic. Operationally, the
business adapted swiftly and strictly,
adhering to government guidelines relating
to social distancing and PPE when it came
to manufacturing and warehousing staff,
including onsite regular testing and financial
support for all staff who tested positive. The
business also made provisions for
administrative staff to work from home. To
date, Supreme has not experienced wide-
spread manufacturing or distribution delays
and any cases have been isolated and
managed accordingly. With reference to
trading, the financial impact of the pandemic
has been, on balance, fairly limited. We
attribute this to the fact that discount
retailers remained open (our largest tranche
of customers), our direct-to-consumer
websites and the segregated nature of our 5
principal product categories.

At the time of this Report being published,
reported case levels in the UK were falling
and restrictions were lifting and, as a result,
our risk score was reducing. However, the
Board will continue to monitor the risk
closely.

Risk score 10

2. Dependence on customers »

The Group’s customers are not contractually
committed to purchase the Group’s
products on a long-term basis and may
cease to buy or reduce their purchases of
the Group’s products. The Group's largest

ten customers account for 55% of the
Group's turnover. If any of these customers
cease to buy or reduce their purchases of
the Group’s products, and those customers
and their former levels of purchases are not
replaced with new customers or increased
purchasing by existing customers, then this
could materially and adversely affect the
Group’s business, revenue, financial
condition, profitability, results, prospects
and/or future operations.

Mitigating factors/actions

The majority of Supreme's revenue
originates in brands only sold by Supreme
(either Supreme own brands, or exclusively
licensed brands) which locks-in customer
loyalty. Supreme has been trading with its
largest customer, B&M stores ("B&M"), for
over 30 years. B&M currently has Supreme's
own brands advertised across its fleet of
vehicles and has also invested (capex) in its
store fit-outs across its portfolio to display
88vape.com. The Eveready and Energizer
lighting cannot be purchased from other
distributors and B&M would have to go
direct to manufacturers to source other
brands, which would require
disproportionate investment in the working
capital lag. The category leaders across
Supreme each hold relationships with the
relevant buyers at B&M and this extends to
Supreme's CEO. The business is very
responsive to B&M's requirements and
monitors its EPOS data on a daily basis.

The collaborative, responsive and close
working relationship is characteristic of the
relationships Supreme endeavours to build
with all of its customers.

Risk score 10

3. Dependence on key

executives and personnel V¥

The Group’s future development and
prospects depend to a significant degree on
the experience, performance and continued
service of its senior management team
including the Board. Supreme has invested
in its management team at all levels. The
Board believes the senior management team
is appropriately structured for the Group’s
size and is not overly dependent upon any
particular individual. Supreme has also
entered into contractual arrangements with
these individuals with the aim of securing the
services of each of them. However, retention
of these services or the identification of
suitable replacements cannot be
guaranteed. The loss of the services of any
of the Board or other members of the senior
management team and the cost of recruiting
replacements may have a material adverse
effect on the Group’s business, revenue,
financial condition, profitability, results,
prospects and/or future operations.

Mitigating factors/actions

The Group has appropriate incentive
arrangements for all senior management
including executive management in place.
The Group has further invested in its Board
and senior management in the past twelve
months, which diversifies responsibilities and
reduces the reliance on individuals.

Risk score 8

4. Licensing agreements »

The Group has in place several licensing
agreements which allow the manufacture,
production and distribution of products
using an external brand, notably JCB and
Energizer. The Group may not be able to
renew its existing license agreements and
may not be able to negotiate new
agreements in the future. The Group’s
inability to obtain renewed licensing
agreements or comparable terms could have
an adverse effect on the Group’s business,
financial condition and future operations.

Mitigating factors/actions

The licensing agreements in place have been
so without change for several years. For
example, the license agreement with JCB for
batteries has been in place since 2009. All
agreements are commercially beneficial for
both parties, with pre-agreed KPIs for
Supreme to adhere to in order to maintain
each agreement. There is no history of
existing license agreements being revoked
or cancelled.

Risk score 4

5. Single site operations V¥

The Group manufactures, distributes and
retains stocks of both e-liquids (vaping) and
protein powders and vitamins (sports
nutrition) at its distribution centre located in
Trafford Park, Manchester and is dependent
on the distribution of these and other
products to and from this central distribution
centre. A fire, damage or other issue
preventing the normal running of the Group’s
manufacturing facility and/or distribution
centre could significantly hinder the Group
and may prevent or delay the manufacture
and/or distribution of its products.

A material or prolonged disruption to the
logistics and distribution networks (including
road, rail, air and shipping networks) could
also have the same effect. A disruption to
the Group’s logistics and distribution
networks could arise for a number of
reasons, including a failure to expand
logistics and distribution processes or
capacity, inclement weather, labour unrest,
political or diplomatic events or
circumstances, acts (or threatened acts) of
terrorism, failures on the part of logistics
partners and other events which may be
outside of the control of the Group.

Depending on the severity of the issue
concerned and regardless of the proceeds
of any insurance policy which may be
available, a material interruption to the
Group’s ability to receive and distribute
products to its customers could have a
material adverse effect on its business,
revenue, financial condition, profitability,
results, prospects and/or future operations
and reputation.

Mitigating factors/actions

Business continuity plans are in place which
are tested at regular intervals. Business
continuity plans include spare machinery
stored off-site that could be utilised should
manufacturing be interrupted. The Group is
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also in the process of establishing “shadow
manufacturing” for Vaping with partners in
the Far East that would enable the swift and
cost-effective spin up of manufacturing
should the requirement arise.

Whilst the Trafford Park site remains the
Group's primary site and acts as a Head
Office, the Group has opened new sites
during the year through both acquisition
and expansion.

Risk score 6

6. Exchange rate risk »

Due to the international nature of its
business, the Group is exposed to changes
in foreign currency rates. Supreme’s
functional currency used in its financial
statements is Pounds Sterling. However, it
conducts, and will continue to conduct,
transactions in currencies other than Pounds
Sterling, including Euro and US Dollar. The
Group sets the sales prices for its products
at periodic fixed intervals. If there is a
significant weakening of the exchange rate
between the local currency in which the
revenue is generated prior to the sale and
subsequent to its fixing of prices, then its
expected margins may be reduced.
Although Supreme seeks to manage its
foreign currency risks in order to minimise
any negative effects caused by exchange
rate fluctuations, including by engaging in
foreign exchange hedging transactions,
there can be no assurance it will be able to
do so successfully, and fluctuations in
exchange rates could have a material
adverse effect on the Group.

Mitigating factors/actions

When it is considered appropriate, the
Group enters into forward contracts to
cover the Group's US Dollar purchasing
requirement for up to one year to reduce
exposure to currency risk, however these
may not always be effective and there may
be some residual currency risk.

Risk score 2

7. Far East supply chain A

Battery and lighting products are principally
manufactured and/or sourced in markets
outside the UK, notably the Far East. There
are a variety of risks generally associated
with importing products from such regions.
Notably, a reduction in availability of
shipments and/or increases to shipping
prices could have a material and adverse
impact on the Group's business, revenue,
financial condition, profitability, results and/or
future operation.

Mitigating factors/actions

Supply from the Far East has become a
greater concern over the past 12 months as
a direct result of the COVID-19 pandemic.
Supreme employs dedicated staff who are
responsible for managing and forecasting
stock levels to ensure availability isn't
disrupted. More recently, Supreme has
begun extending its network of freight
forwarders and shipping agents to ensure
greater choice of securing containers in a
timely and cost-effective manner.

Risk score 4
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8. Regulatory environment »

As the Group has grown in size and
sophistication, it has continued to develop
its risk management and compliance
procedures in conjunction with its advisers in
order to ensure compliance with current
legislation, regulation, rules and practices,
and the Board'’s interpretation thereof. Such
interpretation may not be correct and
legislation, regulation, rules and practice may
change, possibly with retrospective effect.
Any such changes may require the Group’s
risk management and compliance
procedures to be amended and require
investment in ensuring ongoing legal
compliance.

The Group’s risk management and
compliance procedures is monitored, and
where necessary or advisable it will invest in
the Group’s risk management and
compliance procedures in order to ensure
ongoing legal compliance. Any change in
legislation, regulation, rules, or practice may
result in the Group being required to incur
additional costs, as would further investment
in the Group’s risk management and
compliance procedures. Each of these could
have an adverse effect on the returns
available on an investment in the Company.

Mitigating factors/actions

Management will continue to stay close to
the regulatory landscape with reference to its
own product categories.

Risk score 1

9. Health & Safety »

The preservation of the health and safety of
its staff, site visitors, contractors and
consumers is of overarching importance to
Supreme. The Group has identified a
number of risks associated with the
manufacture of vaping and sports nutrition
and the storage and distribution of batteries,
lighting and branded consumer goods,
specifically the hazardous nature of some of
its raw materials, chemicals and distributed
lines, the dangers of the plant and machinery
used in manufacturing when used
improperly or without appropriate training
and the hazardous nature of warehousing
operations where people and vehicles
operate simultaneously.

Mitigating factors/actions

The Group employs a full-time onsite Health
& Safety Manager who is responsible for all
Health & Safety assessments, safe systems
of work, policies, inductions, training and
ensures the company complies with its
statutory obligations. She reports directly to
the Chief Executive Officer, has 29 years’
experience as a Health and Safety Manager
and is developing a positive safety culture,
whilst promoting a proactive approach to
health and safety throughout the whole
group at Supreme. The Health & Safety
Manager also consults with third party
advisers as well as the Health & Safety
Executive (the “HSE”) to ensure the group
considers the health and safety implications
in all of its operational decision-making.
Risk score 6
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10. Volatility of raw material prices A
The Group’s product portfolio is
concentrated on a number of key raw
materials in its manufacture of e-liquids
(namely propylene glycol, vegetable glycerin
and nicotine) and protein powders (whey).
The price and availability of these raw
materials has fluctuated in the past and
may fluctuate in the future, a degree of
which Supreme may not be able to pass
on to customers and so profitability could
be impacted.

Mitigating factors/actions

Where possible, Supreme will forward-
purchase key commodities to ensure
certainty of supply and transparency of
future margins. Supreme has an extensive
network of suppliers and the responsibility
for nurturing and extending this network
extends across the management team and
to the Executive Board. The shadow
manufacturing (discussed above) also
provides an alternative supply for
manufactured lines if local raw material
prices are temporarily cost-ineffective. In
terms of price point, Supreme’s product
offering operates in the discount space
which means in times of price inflation
Supreme can in fact benefit from brand
switching where consumers move to
Supreme brands in favour of more
expensive alternatives.

Risk score 6

11. Material disruption in IT systems V¥
Supreme relies to a significant degree on its
IT systems to track inventory, manage its
supply chain, record and process
transactions, summarise results and manage
its business. The failure of the IT systems to
operate effectively, even for a short period of
time, could adversely affect its business,
revenue, financial condition, profitability,
results, prospects and/or future operations

Mitigating factors/actions

The Group has an experienced and
dedicated IT team who are assisted by third
party consultants where necessary. The
Group has put in place business continuity
and disaster recovery procedures in the
event of failure of, or disruption or damage
to, the Group’s network or IT systems.
Management consider the cybersecurity
processes and controls to be robust whilst
the new site investments in FY21 have
provided the group with an extensive offsite
back-up storage.

Risk score: 6

Key:

V Risk rating lower than last year
A Risk score higher that last year
» Risk rating unchanged
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Our Stakeholders

Section 172 Statement

The Board of Directors of Supreme consider
both individually and together that they have
acted in the way they consider, in good faith,
would be most likely to promote the success
of the Company, for the benefit of its
members as a whole (having regards to the
stakeholders and matters set out in section
172(1)(a-f) of the Act) in the decisions taken
during the year ended 31 March 2021. The
Directors recognise that evaluating and
considering the interests of its stakeholders
are key to the Group’s success. The Group
is committed to being a responsible
business and its behaviour is aligned with
the expectations of its people, customers,
suppliers, investors and its local community.

The Directors have, below, set out how
Supreme engages with the groups identified
as its key stakeholders. In addition, they
have set out the key strategic decisions
taken by the Board during the year and how
they consulted with (or considered the
impact on) stakeholders during this
decision-making.

The Group’s long-term success is
predicated on the commitment of our highly
talented and dedicated employees and we
are committed to developing and bringing
through talent, whilst ensuring the Group
operates as efficiently as possible.

We aim to be a responsible employer in our
approach to the pay and benefits our
employees receive. Their health, safety and
wellbeing are our primary considerations in
the way we do business and we engage with
our people to ensure that we are fostering an
environment that they are happy to work in
and that best supports them.

How we engage with our people
Supreme boasts a flat management
structure, with senior management involved
in core business operations daily. Relative to
its revenue, we employ a small number of
people, the vast majority of whom would
ordinarily be based at its principal site in
Trafford Park which makes employee
engagement easy to facilitate, timely and
direct without the requirement for formal
surveys or initiatives. However, as a result of
remote working during FY21, we transitioned
to formal and regular company-wide updates
online to ensure transparent communication
with all staff, particularly early on in the
pandemic when remote working was a
novelty and people were having to adapt
quickly. Where possible, we adapted our
offices to provide a safe working
environment to allow individuals who wished
to work from the office to return safely. We
hosted live webinars with motivational

speakers as a means to keep in touch with
people and ensured management remained
contactable and visible — both physically and
virtually — throughout.

The Group considers the health and safety
of all its employees of the utmost
importance. In FY21 this was brought into
heightened focus for our manufacturing and
warehouse teams who remained onsite and
operational throughout the pandemic,
including during the strictest lockdowns. We
adopted company-wide, weekly onsite
testing well before this was a mandatory
requirement and we offered full pay for all
staff who had to quarantine after testing
positive. We assigned dedicated COVID-19
officers (representatives of management and
HR) across the facility to ensure people
remained safe by adhering to social
distancing etc., and, more importantly,

to address any concerns our staff had in
real time.

Equality, Diversity & Inclusion
Supreme is an equal opportunities employer.

As of 31 March 2021: 54% of our employees
identified as female, 0% non-binary, and
46% male. Our Board of Directors is 80%
male and 20% female.

We know there is more that can be done to
reduce inequality in the workplace, and we
will continue in our efforts to address these
imbalances wherever we can.

Supreme’s largest customers are among
some of the leading retailers in the UK and
are underpinned by established long-term
relationships, facilitated by ongoing
engagement.

How we engage with customers

We interact with customers daily and at
multiple levels, typically through face-to-face
meetings, events and exhibitions. This year
we have transitioned largely to virtual
meetings — to understand customers’ needs,
seek feedback and nurture collaborative
working practices. Discussions with our
customers include brand and category
strategy and new product development

(as highlighted in the HMPPS case study
presented on page 12). We monitor like-for-
like sales performance and EPOS data
shared by customers on a daily basis which
can trigger relevant and timely engagement
with customers.

The quality of our products and ensuring we
meet our high standards of conduct is
heavily influenced by the suppliers we select
and how we engage with them.

How we engage with suppliers
Supreme’s global buying function and our
category leaders meet regularly with our
suppliers, historically via trade fair meetings
or factory visits and audits in China, Europe
and UK. Some of these audits are
conducted by third parties to ensure
impartial assessments and to maintain the
integrity of our supply chain. Most of this
moved online during FY21 (albeit, the rigor
and timeliness of social and quality audits
was not affected for any significant time).

As a newly listed company, we are beginning
our journey in the public markets. Even
before the IPO, we were keen to attract
shareholders who were aligned with our
long-term objectives, that understood our
business model and bought in to our
strategy. Through open and transparent
engagement with the investor community,
we aim to provide information that enables
individuals to make informed judgements
about Supreme.

We review all feedback from investors which
is shared with the Board.

How we engage with investors

Our aim is to establish a strong and
supportive investor base which is closely
aligned to the growth and ambitions of the
Company.

As well as the formal meetings for full year
and interim results, trading updates and
ongoing updates to our investor website, the
Chief Executive Officer and Chief Finance
Officer will endeavour to engage with both
existing or potential shareholders as and
when requested. We also continue to work
closely with our Broker, Nomad and sell-side
analysts to take feedback and improve the
channels of communication where possible.
In future, we would also anticipate hosting
investor-focused events such as a capital
markets day or similar, to give access to the
wider Supreme team and engender greater
understanding of the investment proposition.
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How we Engage with

The Group’s long-term success is predicated on
the commitment of our highly talented and dedicated
employees and we are committed to developing
and bringing through talent, whilst ensuring the
Group operates as efficiently as possible.

Supreme’s largest customers are among some of
the leading retailers in the UK and are underpinned
by established long-term relationships, facilitated
by ongoing engagement.

The quality of our products and ensuring we
meet our high standards of conduct is heavily
influenced by the suppliers we select and
how we engage with them.

Our aim is to establish a strong and supportive
investor base which is closely aligned to the
growth and ambitions of the Company.

Principal decisions made in the year:

Customer-led new product development (“NPD”) is a well-established means of expansion for Supreme and stakeholder
engagement was at the heart of our decision to expand into vitamins in FY21. The initial idea was borne out of a customer meeting
and the commercial rationale was later supported by additional customers. The existing supply chain supported Supreme to
identify a reliable and cost-effective route to market and market-testing for branding and packaging was undertaken by our own
employees. Sourcing, sales and distribution, which is to be followed by manufacturing once scale has been established, will all be
undertaken at Supreme’s Trafford Park facility providing further employment opportunities for the local community.

2 COVID-19 Business Adaptations

Throughout the COVID-19 pandemic, the business evolved its operations and working environments with the aim of keeping its
employees safe whilst continuing to manufacture and distribute product. Whilst decisions often had to be made quickly, the
diligence and consultation was extensive. Employee safety was paramount to the planning process, consulting with the workforce
was critical and, as a result, the changes were welcomed by staff and supported by the Health & Safety Executive. The changes
included a re-organisation of working patterns (start times, breaks, training, one-way systems etc), protection (PPE and extensive
and continuous dedicated onsite cleaners) and financial support for those testing positive. To safeguard the mental wellbeing

of our people (particularly those working from home) there were increased business-wide communications throughout the
pandemic, as well as motivational speakers and mentoring sessions. To protect the financial strength of the business,
management also recognised that, due to the operational changes enacted, a number of roles had become redundant.

Through established channels of communication, the decision to permanently remove these roles was communicated

directly, sensitively and with compassion.

Before deciding to list, the Board considered the impact of an IPO on all its key stakeholders. With regards to its customers and
strategic suppliers, we evaluated the impact that the additional transparency in reporting required of a public company might

have, and, for our employees, the influence on our culture and entrepreneurial spirit that might occur as a result of the formalities
required of the public markets. The Board concluded that the IPO would provide access to further opportunities to grow the
business and expand strategically, and improve its product offering and unrivalled supply chain, thus attracting more customers
and partners to Supreme. Employees would ultimately benefit from these opportunities to progress their careers and participate
in the success of the Group.

The Strategic Report, which includes the Chairman’s statement, the Chief Executive Officer’s review, the business model and strategy, the
Chief Finance Officer’s review and principal risks and uncertainties was approved by the Board and signed on its behalf by

Sandy Chadha
Chief Executive Officer
25 August 2021
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Corporate Governance Statement:

Chairman's Introduction

Dear Shareholder

| am pleased to present our corporate governance report
following our IPO in February 2021.

The Board of Directors (“the Board”) is committed to effective
corporate governance and all Directors are fully aware of their
duties and responsibilities. In accordance with Rule 26 of the AIM
Rules for Companies, the Company has adopted and observes
the Quoted Companies Alliance ("QCA") Corporate Governance
Code (the “QCA Code”). The Board believes that adherence to
the QCA Code provides a strong foundation for delivering
shareholder value.

It is the role of the Board, led by the Chairman, to ensure that the
Company is managed in a way that nurtures and protects the
medium to long-term benefit of all shareholders, supported by
effective and efficient decision-making. Applying the QCA Code
forms an important part of this process, which serves to mitigate
and minimise risk and add value to our business.

Set out on pages 24 to 25 is a description of each of the
principles of the QCA Code, together with an explanation
of how these are applied by the Company.

Following Admission in February 2021, a number of key corporate
governance changes have taken place, including the review and
publication of the Company’s strategic pillars, and an assessment
of the risk management framework. Given the short time the
Board have been together, a formal board evaluation has not

yet taken place.

This statement was issued on 25 August 2021 and will be
reviewed and updated at least annually.

Paul McDonald
Chairman



Strategic Report

Corporate Governance

Board of Directors

Paul McDonald
Non-Executive Chairman

Paul joined B&M as Finance Director in 2011 and
continued as Chief Financial Officer through the
IPO of B&M in 2014 until he retired from the Board
in November 2020. During his tenure at the UK’s
leading variety goods value retailer, revenue and
EBITDA at B&M grew from £764 million and £62.8
million in 2012, to £3.8 billion and £342 million in
2020, respectively. Paul has over 25 years of
experience in the discount retail sector having held
senior roles at Littlewoods, Ethel Austin and TJ
Hughes. Paul was educated at Leeds University
and is a Fellow of the Association of Chartered
Certified Accountants.
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Meetings attended:
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Sandy Chadha

1\
‘ 4 Chief Executive Officer

Sandy joined the business from school and has
been involved in the management of Supreme
since 1988. Sandy has grown the Group from a
revenue of approximately £1 million to a revenue of
approximately £92.3 million for the year ended 31
March 2020. He has been responsible for
establishing the business in its current form
including the entry into batteries, the substantial
growth in the business since 2008, leveraging
customer relationships to create the lighting
category, and identifying the opportunity to
develop a market-leading vaping business and a
sports nutrition and wellness business.

Meetings attended:
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Suzanne Smith
Chief Finance Officer

Suzanne joined Supreme in August 2020 having
spent 15 years in high growth businesses with
varied corporate structures, spanning
manufacturing, distribution, and software, including
4imprint Group plc, Brand Addition (now The
Pebble Group plc) and Fourth Limited. Suzanne
was part of the management team that led Fourth
Limited through its sale to Insight Venture Partners
in 2016 and then to Marlin Equity Partners in 2019,
during which time the business experienced
significant organic and investment-led growth and
geographical expansion. Suzanne is a Chartered
Accountant having qualified at Pricewaterhouse
Coopers in Audit and Corporate Finance.

o 0

Meetings attended:

Board Meetings: 3/3  Board Meetings: 3/3  Board Meetings: 3/3
Nominations Committee 11
Audit Committee meetings: 11
Remuneration Committee meetings: il
) " Mark Cashmore Simon Lord

/ ,i!‘\ -/'?- Independent Non- Independent

F L L TS j Executive Director Non-Executive Director
Mark served from 2006 and 2018 as the Group Simon is a corporate finance and mergers and Key:

Chief Executive Officer at Connect Group PLC
(previously called Smiths News plc), a London
Stock Exchange main market listed specialist
distribution group that demerged from WH Smith
plc in 2006 and which operated mainly in the
business-to-business market focused on serving
high volume, time sensitive early morning deliveries
and the demands of mixed and irregular freight.
From 1999 to 2006 he served variously as
Managing Director, Commercial Director, Sales
Director, and Sales and Marketing Controller of
Smiths News. Prior to his appointment at Smiths
News, he held senior positions in several news
distribution businesses, including United Magazine
Distribution Limited, USM and Seymour
Distribution Limited.

000

Meetings attended:

acquisition specialist with over 20 years’
experience leading transactions in a variety of
sectors including tech-enabled support services
and Industrials. He has significant private equity
experience and has acted for both buyers and
sellers on behalf of financial institutions and owner
managers. He is currently a Managing Partner at
Arete Capital Partners LLP, a multi-family office
investment business based in Manchester. Prior to
his 16 years as a Managing Director and Head of
the Manchester office for GCA Altium Limited, he
was a Corporate Finance Director at Clearwater
International Limited for six years. He qualified as a
Chartered Accountant in 1997.

060

Meetings attended:

Board Meetings: 3/3  Board Meetings: 3/3
Nominations Committee 11 Nominations Committee 11
Audit Committee meetings: 11 Audit Committee meetings: 1
Remuneration Committee meetings: ial Remuneration Committee meetings: 11

@ Nomination Committee
O Audit Committee

@ Remuneration Committee
© Indicates Chair
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Corporate Governance Report

QCA Corporate Governance Code
Compliance Statement

Principle 1: Establish a strategy and
business model which promote

long-term value for shareholders

The Board has a clear strategy for delivering
long-term shareholder value.

Supreme is committed to being Europe’s
leading distributor of fast-moving consumer
goods, delivering well-known brands at
attractive prices with honesty and exceeding
expectations at all times. This will enable our
customers to achieve high margins per
square foot in their outlets for our products.
Our team are recognised as passionate,
professional and motivated in the industry.
We will continue to develop our people by
building on our success in a challenging and
learning environment.

The Company’s strategy is to continue its
profitable growth in the following ways:

e concentrate on high growth and high
margin categories such as vaping and
sports and nutrition, which have strong
market tailwinds;

e expand our international footprint through
existing customer relationships and
strategic acquisitions;

e broaden our customer base and increase
penetration through cross-sell and
increasing the average revenue per
customer;

e continue to develop innovative products
and enter additional verticals to cater for
Supreme’s broad customer base, focused
on a high quality yet good value consumer
proposition;

e increase our manufacturing efficiencies
through further economies of scale and
bringing the manufacture of certain
products and raw materials in-house;

e evaluate complementary acquisitions to
add immediate value, through increased
efficiencies and synergies with the Group’s
existing activities; and

¢ enhance online distribution and services to
further grow our B2B and D2C sales
channels.

The Board holds at least one strategy
session each year. There is a risk
management framework in place (as set out
on pages 18 to 19 of this report) through
which the risk of any adverse effects in the
implementation of the strategy are monitored.

Principle 2: Seek to understand and meet
shareholder needs and expectations

Prior to Admission, the Company’s executive
management undertook a roadshow which
has informed the Company as to its
shareholders’ expectations following
Admission. An active dialogue has been
maintained with shareholders since
Admission through an investor relations

programme. This activity is a keystone of the
Company’s corporate communications
programme and is headed by the Chief
Executive Officer and Chief Financial Officer
of the Group.

The Company has engaged advisers to
support the Group Finance team with both
presentation of key information to the market
and to provide feedback directly to the Board
from investor meetings, webinars, and
events. An update on investor sentiment and
or shareholding changes is provided at every
Board meeting.

There is also a designated email address for
Investor Relations, investors@supreme.co.uk,
and all contact details are included on the
Company’s website.

The CEO and CFO will regularly meet with
shareholders and analysts following the
release of key information (including financial
information) to the market, as occurred at the
recent final results, and the Chairman is also
available to meet with major shareholders as
required. All members of the Board are
available to answer questions by contacting
investors@supreme.co.uk

Principle 3: Take into account wider
stakeholder and social responsibilities and
their implications for long-term success
We recognise that we are responsible not
only to our shareholders and employees, but
to a wider group of stakeholders (including
our customers and suppliers) and the
communities in which we operate.

The Company is committed to the highest
standards of corporate social responsibility.
The Company’s key stakeholder groups are:

e Employees

e Shareholders (both institutional and
private)

e Customers
e Suppliers

Further details on how the Company
engages with these key stakeholder groups
are detailed in Section 172 on pages 20 to 21
of this report.

Social responsibility

The Company is committed to sourcing and
offering products which support social
responsibility and environmental
sustainability. The Company collaborates
with all stakeholders including its customers
and suppliers to ensure the integrity and
reputation of the brands it works with. The
Directors consider it important to create and
maintain an environmental management
system to ensure that the Company’s
environmental impact is minimised. Over the
medium term, the Company will strive to
enhance its environmental and social
reporting to provide investors and the wider

public with further transparency on the
Company’s commitment to positive
environmental and social impact.

Principle 4: Embed effective risk
management, considering both
opportunities and threats, throughout

the organisation

The Board uses a considered approach to
risk management with the need to accept a
certain level of strategic risk to achieve its
objectives of capital growth for shareholders.
The risks facing the business along with the
monitoring processes and mitigating actions
in place are set out on pages 18 to 19 of
this report.

The Company has in place a risk
management framework and risk register
which assists the Board in identifying,
assessing, and mitigating the risks faced by
the Company to an acceptable level. This
covers:

e The Board’s appetite to risk,
e The responsibility for internal control,

e The Board process for the review of
processes and controls, including
independent checking by other
departments or a formal internal audit
function,

* Risk responsibility, mitigating actions and
monitoring processes in place.

The risk management framework is reviewed
at Audit Committee meetings and reported to
the Board on a bi-annual basis.

Principle 5: Maintain the Board as a well-
functioning, balanced team led by the chair
The Directors acknowledge the importance
of high standards of corporate governance
and believe the QCA Code provides the best
fit for the Company by setting out a standard
best practice for small and mid-sized quoted
companies, particularly those on AIM.

The Board includes a balance of executive
and non-executive directors, with three
non-executive directors and two executive
directors. The Board is managed by the
Chairman who has the overall responsibility
for strategy, risk, and corporate governance.
The Board's activities are supported by
Nomination, Audit and Remuneration
Committees. The terms of reference of these
committees are set out on the corporate
governance pages of the Group’s website
and pages 26 to 30 of this report. The Board
and its committees receive high quality,
accurate and timely information on a regular
basis (daily, weekly, or monthly as
appropriate). The Board meets at least six
times per year. All the Directors have
appropriate skills and experience for the
roles they perform at the Company, including
as members of Board Committees. They
are subject to re-election at least every
three years.
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The Company is satisfied that the current
Board is sufficiently resourced to discharge
its governance obligations on behalf of all
stakeholders and will consider the
requirement for additional non-executive
directors as the Company fulfils its growth
objectives.

The Board have determined that
notwithstanding the role of Paul McDonald as
the former Chief Financial Officer to B&M,
one of the Company’s largest customers by
revenue, he is considered to be independent
in character and judgement at the date of his
appointment with respect to the Company
because (i) his board position at B&M ceased
in November 2020 and his employment
ceased in January 2021, and (i) the value of
goods supplied by Supreme to B&M
represent an immaterial proportion of B&M
cost of sales in any given year and as such,
any financial impact derived from this trading
relationship on his ongoing financial interests
in B&M (which include shares and
outstanding share awards) is considered
inconsequential. The Board believes that the
three non-executive directors are
independent, with Mark Cashmore fulfilling
the role of Senior Independent Director.

Principle 6: Ensure that between them the
directors have the necessary up-to-date
experience, skills, and capabilities

The Board is represented by an appropriately
diverse mix of individuals, given its size.
Experiences are varied and contribute to
maintaining a balanced board that has the
appropriate level and range of skill to push
the Company forward. Details of the skills
and experience of the Directors are set out
on page 23 of this report as well as on the
website. The Board is not dominated by any
one individual and all Directors have the
ability to challenge proposals put forward to
the meeting and decisions are reached
democratically. The Board and Committees
will receive training as appropriate, including
technical updates on the latest accounting,
auditing, tax, and reporting developments,
as well as regulatory updates pertaining to
the sectors in which Supreme operates,
particularly for battery and vape regulations.
The balance of skills of the Board will be
reviewed at least on an annual basis. The
Board has access to professional advisers
at the Company’s expense if necessary.

The Directors also receive regular briefings
and updates from the Company's Nominated
Adviser in respect of continued compliance
with, inter alia, the AIM Rules.

The Company’s statement on its Audit,
Remuneration and Nomination Committees
can be found in its Admission Document and
on the website.

Principle 7: Evaluate board performance
based on clear and relevant objectives,
seeking continuous improvement

The Board has committed to performing a

formal evaluation of performance in its first
year of existence as described in this report.

The key assessments that are made in
relation to the effectiveness of the
Directors are:

e Contributions are relevant and effective;

e Skills remain current and relevant for their
role on the Board;

e They are committed and able to devote a
suitable amount of time to undertaking
their duties as a Director; and

e |f their role is as an independent Director,
that they remain independent.

The Nomination Committee may use the
results of the evaluation process when
reviewing the composition of the Board for
selecting any new Board members, and in
succession planning for the Directors of the
Board as well as key executive team
members. The Board considers succession
planning to be a matter of high priority and
this is reviewed annually by the Nomination
Committee where recommendations are then
presented to the Board for consideration.
Succession planning requirements relating to
all members of the executive management
team are considered by the CEO regularly.

Principle 8: Promote a corporate culture
that is based on ethical values and
behaviours

The Company has a responsibility towards its
employees and other stakeholders. The
Board promotes an ethical corporate culture
by having a documented Code of Conduct
within the Employee Handbook, with any
areas of non-compliance reported to the
Board.

At Board level, there are terms of reference

for each of its committees, requiring regular
disclosure of Directors’ other interests, and

following a share dealing code, all of which

require high standards of behaviour.

The Company’s employment policies, such
as those applying to Whistleblowing and
Anti-bribery also assist in embedding a
culture of ethical behaviour for all employees
and the Company’s commitment to
upholding human rights of all individuals is
clearly documented in its Modern Slavery Act
2015 Statement: https://www.supreme.co.
uk/msaht/

The Company's policies set out its zero-
tolerance approach towards any form of
discrimination or unethical behaviour relating
to bribery, corruption, or business conduct.

This culture is set by the Board and regularly
considered and discussed at Board meetings.

Principle 9: Maintain governance structures
and processes that are fit for purpose

and support good decision-making by

the Board

The Board has a formal schedule of matters
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reserved for its attention, including approval
of strategic plans and acquisitions and meets
at least six times per year.

The role of each member of the Board is
clearly defined. The Chairman is responsible
for the operation of the Board. The Chief
Executive Officer is responsible for proposing
the strategic direction of the board and
implementing the strategy once approved.
The Chief Financial Officer is responsible for
all financial matters and engagement with
shareholders. Board roles can be found on
the Corporate Governance section of the
website and set out on page 23 of this report.

The Board is supported by the Audit,
Remuneration and Nomination Committees
in discharging its responsibilities. Each of the
Committees has access to information and
external advice, as necessary, to enable the
Committee to fulfil its duties.

The Audit Committee has primary
responsibility of monitoring the quality of
internal controls to ensure that the financial
performance of the Company is properly
measured and reported on.

The Remuneration Committee reviews the
performance of the executive directors,
chairman of the Board and senior
management of the Company and make
recommendations to the Board on matters
relating to their remuneration and terms of
service.

The Nomination Committee will lead the
process for Board appointments and make
recommendations to the Board.

The terms of reference of these committees
can be found on the Corporate Governance
section of this website and set out on pages
26 to 30 of this report.

Principle 10: Communicate how the
company is governed and is performing by
maintaining a dialogue with shareholders
and other relevant stakeholders

The Company will communicate with its
shareholders through:

e the Annual Report and Accounts
e half-year report announcements

e Regulatory Information Service (“RIS”)
announcements

e the Annual General Meeting (“AGM”)

e one-to-one meetings with large existing or
potential new shareholders

As outlined in principle 2, the Company
maintains an active dialogue with its
shareholders through a planned programme
of investor relations.

A range of Company information is included
on the website (www.investors.supreme.co.
uk) and further information can be requested
from investors@supreme.co.uk.
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Audit Committee Report

Simon Lord
Independent Non-Executive Director

Dear shareholder,

| am pleased to present the Audit Committee
Report for the year ended 31 March 2021.

The Audit Committee was formed at IPO and
since the year end the priorities for the
committee have been the actions required in
support of the year-end audit process, audit
planning with the external auditors, approval
of audit fees, review of the Annual Report
and Accounts and review of the risk register
and internal controls.

Composition and experience of the
Audit Committee

The Audit Committee is chaired by me as an
Independent Non-executive Director and
consists of all the Non-executive Directors.
Two of the three Non-executive Directors are
qualified Chartered Accountants, and all
have considerable industry experience in
senior financial and operational roles.

Responsibilities

The Audit Committee will have the primary
responsibility of monitoring the quality of
internal controls, monitoring the integrity of
the Group’s financial statements and the
external announcements of the Group’s
results to ensure that the financial
performance of the Group is properly
measured and reported on. It will receive
and review reports from the Group’s
management and external auditors relating
to the interim and annual accounts and the
accounting and internal control systems in
use throughout the Group. The Audit
Committee will meet not less than three
times in each financial year and will have
unrestricted access to the Group’s
external auditors.

External audit

The Audit Committee has responsibility for
the appointment and remuneration of the
Group’s external auditors and satisfying itself
that they maintain their independence
regardless of any non-audit work performed
by them. The Group has been monitoring
the updated Ethical Standard guidance
governing the performance of non-audit
work by the auditors regarding the provision
of such services. The total fees payable to
the external auditors in respect of the year
under review amount to £212,000 (2020:
£87,000) of which £120,000 (2020: £15,000)
related to non-audit services primarily
relating to the IPO.

The respective responsibilities of the
Directors and external auditors in connection
with the Group financial statements are
explained in the Statement of Directors’
Responsibilities on page 33 and the
Auditors’ Report on pages 34 to 38 of

this report.

One of the principal duties of the Audit
Committee is to make recommendations to
the Board in relation to the appointment of
the external auditors. BDO have been the
Company’s external auditors for eight years
and in line with best practice guidance

are required to rotate the audit partner
responsible for the Group and subsidiary
audits every five years whilst it is a

public company.

Internal control and risk management
The Audit Committee will support the Board
in reviewing the risk management
methodology and the effectiveness of
internal control. Regular internal control
updates will be provided to the Audit
Committee; these will include reviewing and
updating the risk register and assessing the
mitigating actions in place and updates to
action plans agreed in previous meetings.

Significant issues considered in
relation to the financial statements

At the request of the Board, the Audit
Committee considered whether the 2021
Annual report and Accounts were fair,
balanced and understandable and whether
they provided the necessary information

for shareholders to assess the Group’s
performance, business model and strategy.
The Committee was satisfied that, taken as a
whole, the 2021 Annual Report and Accounts
are fair, balanced and understandable.

The Audit Committee assesses whether
suitable accounting policies have been
adopted and whether appropriate estimates
and judgements have been made by
management. The Committee also reviews
accounting papers prepared by
management, and reviews reports by the
external auditors. The specific areas
reviewed by the Committee during the

year were:

e appropriateness of the treatment of costs
in relation to the IPO and the presentation
in the Group financial statements;

e appropriateness of the disclosure in the
financial statements, given the first year as
a listed company;

e appropriateness of the carrying value of
goodwill, intangibles and investments; and

e review of the potential impact and
disclosure of the impact of COVID-19.

Simon Lord
Chairman of the Audit and Risk Committee
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Dear Shareholder

| am delighted to have been appointed as
the Chairman of the Remuneration
Committee, and | am pleased to present the
Company’s first remuneration report as a
listed company. The Remuneration
Committee understands the emphasis
placed on, and the scrutiny of, executive pay,
and as a newly listed company we have
been focused on transitioning effectively into
a listed environment.

Following Admission onto AIM in February
2021, we adopted the corporate governance
code published by the Quoted Companies
Alliance (the “QCA Code”). The Remuneration
Committee is satisfied it has met the
standards set by the QCA Code.

Main responsibilities
The Committee’s main responsibilities are:

e to determine the framework and broad
policy for setting remuneration for the
Chief Executive Officer and all executive
directors;

e to attract, retain and motivate executive
management of the quality required to run
the company successfully without paying
more than is necessary, having regard to
views of shareholders and other
stakeholders;

e 1o review the establishment of all share
incentive plans for approval by the Board
and shareholders and determine each
year whether awards will be made, and if
s0, the overall amount of such awards and
the individual awards per person to
executive directors and other senior
management; and

e to produce an annual report on the
Company’s remuneration policy.

Remuneration decisions

In preparation for IPO, the Company
considered the appropriate ways to structure
the pay and incentives for its executive
directors. A number of approaches were
considered, that took into account market
practice in the listed environment and also
the individual circumstances of the executive
directors. As the CEQ retained a large
shareholding following IPO, the incentive
structure for him is based on stretching
targets alongside a significant upside if those
targets are met. For the CFO, a more
standard market aligned incentive structure
was deemed to be appropriate.

Summary

The Committee believes that the current
remuneration arrangements are in the best
interests of the Company and are
appropriately aligned to strategic goals,
delivering shareholder value and supporting
the long-term success of the business.

The Remuneration Committee takes the
views of its shareholders seriously and
intends to maintain an open dialogue to seek
their views. | am always happy to hear from
the Company’s shareholders and you can
contact me via the Company Secretary if you
have any questions on this Report or more
generally in relation to the Company’s
remuneration.

Directors’ Remuneration Report
Summary of remuneration policy

In setting the remuneration arrangements,
the Remuneration Committee takes into
account:

1. The responsibilities of each individual’s
role and their experience and performance
as well as the material shareholding of the
CEQ;

2. The design of remuneration policies and
practices to support strategy and promote
long-term sustainable success, with
executive remuneration aligned to the
Company’s purpose and values, clearly
linked to the successful delivery of the
Company’s long-term strategy;

3. The need to attract, retain and motivate
executive directors and senior
management, ensuring an appropriate mix
between fixed and variable pay;

4. The pay and benefits arrangements
elsewhere in the Group, and in the sector;

5. The periodic external benchmarking to
consider market conditions, and
remuneration practices for roles of a
similar size and complexity; and

6. The need to align the overall reward

arrangements with the Company’s
strategy, both in the short and long-term.

Mark Cashmore
Chairman of the Remuneration Committee
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Remuneration Report continued

A summary of the remuneration arrangements applicable to remuneration in FY 2021 and FY 2022 is set out below for reference to assist
with the understanding of the contents of this report and to demonstrate alignment with strategy.

Performance metrics used,
weighting and time period

Purpose and link to strategy Operation Opportunity applicable
Base salary Salaries are reviewed at the Base salaries will be set by the None
Provides a base level of remuneration to discretion of the Committee. Committee at an appropriate level,

support recruitment and retention of executive with consideration given to

directors with the necessary experience comparable listed companies,

and expertise to deliver the Company’s experience in role and the

strategy. Company’s performance.

Benefits and pension The executive directors receive Currently no pension contributions  None

Provides a competitive level of benefits

and pension.

benefits which includes private
medical insurance.

Further benefits may also be
provided for relocation following the
appointment of new executives.

are paid to the executive directors.

The maximum value of other
benefits will be set at the cost of
providing the benefits described.

Annual bonus

The annual bonus provides a significant incentive
to the executive directors linked to achievement
in delivering strategic goals, including financial
performance. Maximum bonus is only payable

for achieving demanding targets.

Performance is measured annually
against a range of pre-determined
performance conditions.
Qutcomes are determined by the
Committee after the year end
based on performance against
these targets.

All bonus payments are at the
ultimate discretion of the
Committee and the Committee
retains an overriding ability to
ensure that overall bonus payments
reflect its view of corporate
performance during the year.

Annual bonuses are paid in cash
after the end of the financial year
to which they relate.

The maximum normal bonus
opportunity is currently 100% of
base salary.

Performance is measured over the
financial year.

Targets are set annually by the
Committee.

Performance metrics may include:
¢ Adjusted EBITDA;
e strategic/personal targets

The Remuneration Committee has
discretion to use other metrics as
required.

Long-term incentive plans (“LTIP”)

The LTIP provides a significant incentive to
the executive directors linked to achievement
in delivering longer term strategic goals,
including sustained financial performance.
Maximum awards are only payable for

achieving demanding targets.

CEO award

One off award to CEO in the form
of nil cost options measured over
three and five years.

CFO award
Annual LTIP awards are made
using nominal cost share options.

Performance is measured over
three financial years against a
range of pre-determined
performance conditions

CEO award

The CEO award is in two tranches,
each equal to 2.5% of issued
share capital.

CFO award
The normal maximum LTIP award
is 100% of base salary.

Only the CFO receives awards
under the current LTIP going
forward.

CEO award

Tranche 1 - vests after 3 years if
TSR is 100% or greater over the
period since IPO.

Tranche 2 — vests after 5 years if
TSR is 200% or greater over the
period since IPO.

CFO award

Performance is measured over a
minimum three-year performance
period.

Targets are set for each
performance period by the
Committee.

Performance metrics for the
awards are based on total
shareholder return (TSR).

Non-executive director fees

Provides a level of fees to support recruitment and
retention of non-executive directors with the
necessary experience to advise and assist with
establishing and monitoring the Company’s

strategic objectives.

Non-executive directors are paid
a base fee.

Fees are reviewed from time to
time at the Remuneration
Committee’s discretion based on
equivalent roles in an appropriate
comparator group also used to
review salaries paid to the
executive directors.

The base fees for non-executive
directors are set at a market rate.
No additional fees are awarded for
committee chairmanship or
membership.

None

Malus is applied up to the date of the bonus determination and during the relevant performance period from grant to vesting for the LTIP.
Clawback will apply for two years from the date of bonus determination and for the two year period post-vesting for the LTIP.
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Annual Report on Remuneration
Executive director remuneration
The table below sets out the total remuneration with a breakdown for each executive director in respect of the 2021 financial year.
Comparative figures for the 2020 financial year have also been provided.
£°000 Base salary’ Benefits? Annual Bonus Pension?® Other Total
2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020
Sandy
Chadha £141,667 £9,039 £2,105 - - - - - - - £143,772  £9,039
Suzanne
Smith £983,665 - - - £50,000 - - - - - £143,665 -
'Annual base salary for Sandy Chadha was £250,000 and Suzanne Smith was £150,000.
’The taxable benefits received in 2021 were private medical insurance.
SExecutive directors do not receive a pension contribution.
Non-executive directors (Audited)
The table below sets out the total remuneration and breakdown for each non-executive director.
Fees' Total
£’000 2021 2020 2021 2020
Mark Cashmore £8,261 - £8,261 -
Simon Lord £9,294 - £9,294 -
Paul McDonald £11,359 - £11,359 -

"Annual fees are £40,000 for Mark Cashmore, £45,000 for Simon Lord and £55,000 for Paul McDonald.

The Remuneration Committee considers that performance conditions for all incentives are suitably demanding, having regard to the business
strategy, shareholder expectations, the markets in which the Group operates and external advice. To the extent that any performance
condition is not met, the relevant part of the award will lapse. There is no retesting of performance.

Bonus awards

The bonus of £50,000 paid to Suzanne Smith was a performance-related bonus in relation to FY21.

Share interests

The interests of directors and their connected persons in Ordinary Shares and share options as at 31 March 2021 are presented in the table

below.
Options held
Unvested and  Unvested and
Ordinary subject to subject to
shares at Vested but not continued performance
Director 31 March 2021 exercised employment criteria
Sandy Chadha 66,126,845 - - 5,825,000
Suzanne Smith 18,656 - - 111,940
Mark Cashmore 29,850 - - -
Simon Lord 37,313 - — _
Paul McDonald 7,462 - - -

Base salary

There was no increase in base salary for the executive directors from 1 April 2021.
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Remuneration Report continued

Annual bonus

FY 2022 will be a critical year for the Group
and the Committee believes it is vital that the
executive directors, and broader senior
management team, are incentivised to
deliver strong results for our shareholders as
we emerge from the global pandemic.

Normal bonus opportunities for executive
directors will be 100% of salary. The
performance targets for the FY 2022 bonus
will be:

e Adjusted EBITDA (70% weighting)
e Strategic/personal targets (30% weighting)

The Remuneration Committee is of the
opinion that given the commercial sensitivity
arising in relation to the detailed financial
targets used for the annual bonus, disclosing
precise targets for the bonus plan in
advance would not be in shareholder
interests. Actual targets, performance
achieved and awards made will be published
at the end of the performance periods so
shareholders can fully assess the basis for
any pay-outs under the annual bonus.

Long-term incentive

The CFO will be eligible to participate in any
long-term incentive awards granted during
FY 2022. However, the CEQ is not eligible for
long term incentive award grants in FY 2022.
The Remuneration Committee will keep this
under review in future years.

Pension
The Company does not pay any pension
contributions to the executive directors.

Non-executive director fees

The fees for the non-executive directors are
reviewed periodically to ensure that they
remain in line with the market.

Advisers to the Committee

Following the IPO, the Committee appointed
and received independent advice from PwC.
As a founder member of the Remuneration
Consultants Group, PwC voluntarily operate
under the Voluntary Code of Conduct in
relation to executive remuneration consulting
in the UK. The Remuneration Committee is
satisfied that the advice received was
objective and independent.

Approval
This report is approved by the Board on
25 August 2021.

Mark Cashmore
Chairman of the Remuneration Committee
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Directors’ Report

The Directors present their report together
with the audited financial statements of the
Parent Company (“the Company”) and the
Group for the year ended 31 March 2021.

Business review and future
developments

A review of the performance of the Group
during the year, including principal risks and
uncertainties, key performance indicators
and comments on future developments, is
given in the Strategic Report.

Results and dividends

The Group recorded revenue in the year of
£122.2 million (2020: £92.3 million) and profit
after tax of £9.8 million (2020: £10.9 million).

Interim dividends of £3,000,000 were
declared and paid during the year. There
was no final dividend proposed.

Events after the balance sheet date
On 8 June 2021, a total of 127,094 share
options were exercised by a former
employee under the Company's EMI
Scheme as an acknowledgement of his
contribution and long service to the
Company. Pursuant to the exercise of the
above share options, 127,094 new ordinary
shares were admitted to trading on AIM on
10 June 2021. At the date of signing these
financial statements the total number of
Ordinary Shares in issue is 116,627,074 and
the total number of voting rights is
116,627,074.

On 10 June 2021, Supreme Imports Limited
acquired the entire share capital of Vendek
Limited, a leading Dublin-based distributor of
batteries and lighting products, for an initial
consideration of €1.07 million. The
completion mechanism has not been
finalised at the date of signing these financial
statements and this, together with a full
purchase price allocation exercise, will be
finalised and reported in the interim accounts
for the period to 30 September 2021.

On 29 June 2021, the Company announced
the acquisition of the brands and stock of
Sci-MX Nutrition Limited, a leading sports
nutrition and supplements business for
£2.3 million.

Financial risk management

Information relating to the principal risks and
uncertainties of the Group have been
included within the Strategic Report. Further
information relating to the financial risks of
the Group have been included within note
23, Financial instruments.

Directors and their interests

The Directors of the Company who were in
office during the year and up to the date of
signing the Group financial statements were:

P McDonald (appointed 11 January 2021)
S Chadha
S Smith appointed 17 August 2020)

(

S Lord (appointed 11 January 2021)
(
(

M Cashmore (appointed 10 January 2021)

D Clinch appointed 12 February 2020
and resigned 11 January
2021)

M Clinch (resigned 11 January 2021)

All the Directors are subject to election by
the shareholders at the forthcoming AGM
following their appointment during the year.

The Directors who held office during the year
and at 31 March 2021 had the following
interests in the ordinary shares of the
Company:

Name of Director Number
P McDonald 7,462
S Chadha 66,126,845
S Smith 18,656
S Lord 37,313
M Cashmore 29,850

In addition to the interests in ordinary shares
shown above, the Group operates a number
of long-term incentive arrangements for
certain employees, senior executives and
Directors. The executive directors were
granted share options under the Supreme
plc Unapproved Share Option Scheme 2021
(the “Scheme”) on 9 March 2021, further
details of which can be found in the
Remuneration Report on page 29.

The market price of the Company’s shares at
the end of the financial year was 180.0p (On
Admission 1 February 2021: 134.0p) and the
range of market prices during the period
post-Admission was between 150.0p and
197.0p.

No changes took place in the interests of
Directors between 31 March 2021 and the
date of signing the Group financial
statements.

Further details on related party transactions
with Directors are provided in note 29 of the
Group financial statements.
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Directors’ indemnities and insurance
The Company has made qualifying third-
party indemnity provisions for the benefit of
the Directors, which were in force during the
year and up to the date of this report.

Substantial shareholdings

As at 9 August 2021, the Company has been
advised, in accordance with the Disclosure
and Transparency Rules of the Financial
Conduct Authority, of the following notifiable
interests in 3% or more of its voting rights:

Sandy Chadha 56.70%
Canaccord Genuity Wealth

Management 7.23%
Slater Investments Limited 4.80%
Blackrock Investment

Management 4.64%
Premier Milton Group Plc 3.85%
Jupiter Fund Management Plc 3.42%

Employees

Employees are consulted throughout the
organisation and are given many
opportunities to provide feedback during
regular meetings and annual appraisals.
Recruitment and retention have also been
supported by this regular communication.
There is a comprehensive Code of Conduct
in place setting out the ethical expectations
of all employees. A key element to the
strategy is to continue to attract, develop
and retain high quality team members who
share our brand values to support the wider
growth ambitions.

The Group has an established policy of
encouraging the employment of disabled
persons wherever this is practicable and
endeavours to ensure that disabled
employees benefit from training and career
development programmes in common with
all other employees. The Group's policy
includes, where practicable, the continued
employment of those who may become
disabled during their employment.

The Group encourages the involvement of
employees in the Company's performance
through performance related commissions
and bonuses, open to individuals at every
level in the business. Consultation with
employees takes place regularly where the
views of employees are considered when
making decisions that are likely to affect their
interests. Communication with all employees
continues through the Group intranet and
regular briefing meetings to provide
information on the Group's Financial
performance and other factors affecting

the business.
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Directors’ Report continued

Political donations

The Directors confirm that no donations for
political purposes were made during the year
(2020: nil).

Share capital and voting

The Company has one class of equity share,
namely £0.10 ordinary shares. The ordinary
shares have full voting, dividend and capital
distribution rights, including on winding up.
They are non-redeemable. The rights and
obligations attaching to these shares are
governed by the Companies Act 2006 and
the Company’s Articles.

As at 31 March 2021, the Company’s issued
share capital comprised of 116,499,980
ordinary £0.10 shares totalling £11,649,998.

Rules governing the appointment and
replacement of Directors, and those relating
to the amendment of the Company’s Articles
of Association, are contained within those
Articles of Association, a copy of which is
located on the Company’s website (https:/
investors.supreme.co.uk).

Notice of Annual General Meeting

The Annual General Meeting will be held on
30 September 2021. The ordinary business
comprises receipt of the Directors’ report
and audited financial statements for the
period ended 31 March 2021, the re-election
of Directors, the reappointment of BDO LLP
as auditor and authorisation of the Directors
to determine the auditor’s remuneration.
Special resolutions are also proposed to
authorise the Directors, to a limited extent
consistent with Pre-Emption Group
guidelines, to allot new shares, to disapply
statutory pre-emption rights, and to make
market purchases of the Company’s shares.
The Notice of Annual General Meeting sets
out the ordinary and special resolutions to
be put to the meeting. A Notice of AGM, with
explanatory notes, accompanies these
Group financial statements.

Corporate governance

The Group’s statement on Corporate
Governance can be found in the Statement
on Corporate Governance which is
incorporated by reference and forms part of
this Directors’ Report.

Disclosure of information to auditors
The Directors of the Company at the date of the approval of this report confirm that:

e 5o far as each Director is aware, there is no relevant audit information of which the
Company’s auditors are unaware; and

e each Director has taken all the steps that they ought to have taken as a Director to make
themselves aware of any relevant audit information and to establish that the Company’s
auditors are aware of that information.

Going concern

Supreme PLC is funded by external banking facilities provided by HSBC until December 2022,
as well as through surplus cash held at bank. Taking account of these facilities, having
considered the strong trading and cash flow forecasts and after assessing reasonably
worst case sensitivities, the Directors have a reasonable expectation that the Company

has adequate resources to continue in operational existence for the foreseeable future.
Accordingly, the Directors continue to adopt the going concern basis in preparing the
Group Financial Statements.

UK Greenhouse gas emissions
and energy usage

FY21 FY20
Consumption Emmission Consumption Emmission
kWh tC02e kWh tC02e
Electricity 1,016,118 237 698,597 163
Gas 590,356 152 619,168 159
Transport 61,638 16 149,916 38
TOTAL 1,668,112 405 1,467,681 360

Intensity Metric:
KwH per full time equivalent during the year was 8,299KwH (FY20: 7,375KwH).

TCO2e per full time equivalent during the year was 2TCO2e (FY20: 2TCO2e).

Please also see page 16 which outlines the measures taken in the year to reduce
carbon emissions.

Independent auditors

The auditor, BDO LLP, have indicated their willingness to continue in office and a resolution
concerning their reappointment will be proposed at the AGM.

The Directors’ Report was approved on behalf of the Board on 25 August 2021

By order of the Board

S Smith

Chief Finance Officer
Supreme plc

Registered number: 05292196

25 August 2021



Strategic Report Corporate Governance

Statement of Directors' Responsibilities

The Directors are responsible for preparing
the annual report and the financial
statements in accordance with applicable
law and regulations.

Company law requires the Directors to
prepare financial statements for each
financial year. Under that law the Directors
have prepared the group financial
statements in accordance with international
accounting standards in conformity with the
requirements of the Companies Act 2006
and the company financial statements in
accordance with United Kingdom Generally
Accepted Accounting Practice (United
Kingdom Accounting Standards and
applicable law). Under company law the
directors must not approve the financial
statements unless they are satisfied that they
give a true and fair view of the state of affairs
of the group and company and of the profit
or loss of the group for that period. The
Directors are also required to prepare
financial statements in accordance with the
rules of the London Stock Exchange for
companies trading securities on AIM.

In preparing these financial statements, the
Directors are required to:

e select suitable accounting policies and
then apply them consistently;

¢ make judgements and accounting
estimates that are reasonable and
prudent;

e state whether they have been prepared in
accordance with IFRSs as adopted by the
European Union, subject to any material
departures disclosed and explained in the
financial statements;

e prepare the financial statements on the
going concern basis unless it is
inappropriate to presume that the
company will continue in business.

The Directors are responsible for keeping
adequate accounting records that are
sufficient to show and explain the company’s
transactions and disclose with reasonable
accuracy at any time the financial position of
the company and enable them to ensure that
the financial statements comply with the
requirements of the Companies Act 2006.
They are also responsible for safeguarding
the assets of the company and hence for
taking reasonable steps for the prevention
and detection of fraud and other
irregularities.

Website publication

The Directors are responsible for ensuring
the annual report and the financial
statements are made available on a website.
Financial statements are published on the
Company's website in accordance with
legislation in the United Kingdom governing
the preparation and dissemination of
financial statements, which may vary from
legislation in other jurisdictions. The
maintenance and integrity of the Company's
website is the responsibility of the Directors.
The Directors' responsibility also extends to
the ongoing integrity of the financial
statements contained therein.

S Smith

Chief Finance Officer
Supreme plc

Registered number: 056292196

25 August 2021
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Independent Auditor’s Report to
the Members of Supreme Plc

Opinion on the financial statements
In our opinion:

¢ 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 March 2021 and of
the Group’s profit for the year then ended;

the Group financial statements have been properly prepared in accordance with international accounting standards in conformity with the
requirements of the Companies Act 2006;

the Parent Company financial statements have been properly prepared in accordance with international accounting standards in conformity
with the requirements of the Companies Act 2006 and as applied in accordance with the provisions of the Companies Act 2006; and

¢ the financial statements have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements of Supreme Plc (the ‘Parent Company’) and its subsidiaries (the ‘Group’) for the year ended

31 March 2021 which comprise the consolidated statement of comprehensive income, consolidated and company statements of financial
position, consolidated and company statements of changes in equity, consolidated statement of cash flows and notes to the financial
statements, including a summary of significant accounting policies. The financial reporting framework that has been applied in their
preparation is applicable law and international accounting standards in conformity with the requirements of the Companies Act 2006 and,
as regards the Parent Company financial statements, as applied in accordance with the provisions of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable law. Our responsibilities
under those standards are further described in the Auditor’s responsibilities for the audit of the financial statements section of our report.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Independence

We remain independent of the Group and the 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 entities, and we have fulfilled our other ethical
responsibilities in accordance with these requirements.

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 the Parent Company’s ability to
continue to adopt the going concern basis of accounting included:

Obtaining management’s assessment of the going concern status of the Group and the Parent Company which included forecasts and
stress-testing covering a period of 12 months from the date of sign off of the financial statements and performing the following:

e Evaluating management’s method of assessing going concern in light of market volatility and the current uncertainties associated with
COVID-19 and adequacy of banking facilities;

e \We have reviewed and challenged, through enquiry and consideration of historical performance the key assumptions of management in
preparing the cash flow forecasts, including growth assumptions, margins and movements in base costs; and We reviewed management's
reverse stress testing of forecasts and modelling scenarios and considered the likelihood of occurrence and reasonableness of mitigating
actions to increase headroom.

Based on the work we have performed, we have not identified any material uncertainties relating to events or conditions that, individually or
collectively, may cast significant doubt on the group’s and parent company’s ability to continue as a going concern for a period of at least
twelve months from when the financial statements are authorised for issue.

Our responsibilities and the responsibilities of the Directors with respect to going concern are described in the relevant sections of this report.

Overview

95% of Group profit before tax
Coverage 95% of Group revenue
95% of Group total assets

Key audit matters Revenue recognition 2021

Group financial statements as a whole
Materiality
£614k based on a 3 year average of 5% of Profit before tax adjusted for exceptional items.
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An overview of the scope of our audit
Our Group audit was scoped by obtaining an understanding of the Group and its environment, including the Group’s system of internal
control, and assessing the risks of material misstatement in the financial statements. We also addressed the risk of management override
of internal controls, including assessing whether there was evidence of bias by the Directors that may have represented a risk of

material misstatement.
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The Group manages its operations from one principal location in the UK and has common financial systems, processes and controls covering
all significant components. In assessing the risk of material misstatement in the group financial statements, of the 9 reporting components of
the group, we determined that three components (Supreme Imports Limited, VN Labs Limited and Supreme Plc) represented the principal
business units within the group, which included the Parent Company.

For the three significant components (Supreme Imports, VN Labs & Supreme Plc), we performed full scope audit procedures. For the six
insignificant components, we performed other procedures including analytical review, and specified audit procedures over specific accounts
within each component that we considered had the potential for the greatest impact on the significant accounts in the financial statements
either because of the size of these accounts or their risk profile. As a consequence of the audit scope determined, we achieved coverage of
approximately 95% of revenue, profit before tax and total assets.

Key audit matters

Key audit matters are those matters that, in our professional judgement, 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 or not due to fraud) that we identified,
including those which had the greatest effect on: the overall audit strategy, the allocation of resources in the audit, and directing the efforts
of the engagement team. These matters were addressed in the context of our audit of the financial statements as a whole, and in forming

our opinion thereon, and we do not provide a separate opinion on these matters.

Key audit matter

How the scope of our audit addressed
the key audit matter

Revenue Recognition
(accounting policy
in note 2 and 5)

We considered there to be a significant audit risk
arising from the recognition of revenue, including
relating to management override, cut off of revenue
transactions at the year-end and whether the
accounting policy is not aligned with IFRS 15.

The presumed risk of improper recognition of
revenue due to fraud has also been identified
as a significant risk.

Revenue Recognition is one of the primary focuses
of the engagement team. Due to this focus, revenue
recognition is considered to be a key audit matter.

Our procedures have included reviewing the group’s
adopted revenue recognition policy to ensure that it
complies with accounting standards and has been
consistently applied throughout the year giving
particular attention to IFRS 15.

We have tested a sample of revenue transactions that
recorded near the year end and subsequent to the
year end to confirm appropriate recognition in the
year under audit. We have tested a sample of revenue
transactions throughout the period to confirm
existence & completeness of the revenue. We have
tested journal entries in relation to revenue for any
unusual / inappropriate entries such as unexpected
double entries that were present in revenue.

Key observation:

Based on the procedures performed, we
consider management’s judgements made in
their determination of revenue recognition to
be appropriate.
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Independent Auditor’s Report to
the Members of Supreme Plc continued

Our application of materiality

We apply the concept of materiality both in planning and performing our audit, and in evaluating the effect of misstatements. We consider
materiality to be the magnitude by which misstatements, including omissions, could influence the economic decisions of reasonable users
that are taken on the basis of the financial statements.

In order to reduce to an appropriately low level the probability that any misstatements exceed materiality, we use a lower materiality level,
performance materiality, to determine the extent of testing needed. Importantly, misstatements below these levels will not necessarily be
evaluated as immaterial as we also take account of the nature of identified misstatements, and the particular circumstances of their
occurrence, when evaluating their effect on the financial statements as a whole.

Based on our professional judgement, we determined materiality for the financial statements as a whole and performance materiality
as follows:

Group financial statements Parent company financial statements
2021 2021
£’000 £000

Materiality 641 332

Basis for determining materiality 3 year average of 5% of profit before 1% of total assets.
tax,adjusted for exceptional items.

Rationale for the benchmark applied Adjusted profit before tax is considered to This is considered an appropriate basis as
be the most appropriate benchmark based the Parent Company does not trade and
on market practice and investor principal activity is that of a holding
expectations. company.

Performance materiality 480 249

Basis for determining 75% of materiality on the basis of our risk assessment, assessment of the overall control

performance materiality environment and there being one main location in the UK.

Component materiality

We set materiality for each component of the Group based on a percentage of between 51% and 80% of Group materiality dependent on the
size and our assessment of the risk of material misstatement of that component. Component materiality ranged from £332k to £514k. In the
audit of each component, we further applied performance materiality levels of 756% of the component materiality to our testing to ensure that
the risk of errors exceeding component materiality was appropriately mitigated.

Reporting threshold
We agreed with the Audit Committee that we would report to them all individual audit differences in excess of £12,250. We also agreed to
report differences below this threshold that, in our view, warranted reporting on qualitative grounds.

Other information

The directors are responsible for the other information. The other information comprises the information included in the annual report and
accounts other than the financial statements and our auditor’s report thereon. Our opinion on the financial statements does not cover the
other information and, except to the extent otherwise explicitly stated in our report, we do not 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 misstatements, 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 this other information, we are required to report that fact.

We have nothing to report in this regard.
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Other Companies Act 2006 reporting
Based on the responsibilities described below and our work performed during the course of the audit, we are required by the Companies
Act 2006 and ISAs (UK) to report on certain opinions and matters as described below.

Strategic report and In our opinion, based on the work undertaken in the course of the audit:

Directors’ report
P e the information 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

e the Strategic report and the Directors’ report have been prepared in accordance with applicable
legal requirements.

In the light of the knowledge and understanding of the Group and Parent Company and its
environment obtained in the course of the audit, we have not identified material misstatements
in the strategic report or the Directors’ report.

Matters on which we We have nothing to report in respect of the following matters in relation to which the Companies

are required to report Act 2006 requires us to report to you if, in our opinion:

by exception

e 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 are not in agreement with the accounting records
and returns; or

e certain disclosures of Directors’ remuneration specified by law are not made; or
e we have not received all the information and explanations we require for our audit.

Responsibilities of Directors

As explained more fully in the statement of Directors’ responsibilities statement, 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 statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Directors are responsible for assessing the Group’s and the Parent Company’s ability to continue
as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless the
Directors either intend to liquidate the Group or the Parent Company or to cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material misstatement,
whether due to fraud or error, and 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 misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these financial statements.

Extent to which the audit was 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 material misstatements in respect of irregularities, including fraud. The extent to which our
procedures are capable of detecting irregularities, including fraud is detailed below:

Based on our understanding and accumulated knowledge, we obtained an understanding of the legal and regulatory framework applicable to
the Group and Parent Company and the sector in which it operates. We considered the significant laws and regulations to be the applicable
accounting framework, the UK Companies Act 2006, value added tax act, income tax act ,and those that relate to the payment of employees.

We assessed the financial statements for material misstatement, including fraud and evaluated management’s incentives and opportunities
for fraudulent manipulation of the financial statements (including the risk of override of controls), and determined that the principal risks were
related to posting inappropriate journal entries, management bias in accounting estimates and improper revenue recognition associated with
year-end cut-off.
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Independent Auditor’s Report to
the Members of Supreme Plc continued

Our audit procedures included, but were not limited to:

e Agreement of the financial statement disclosures to underlying supporting documentation;

e Challenging assumptions and judgements made by management in their significant accounting estimates, in particular in relation to
goodwill impairment, right of use assets and valuation and completeness of accruals and other provisions;

e The procedures performed in the key audit matters section above;

Identifying and testing journal entries, in particular any journal entries posted with specific unusual narrative, manual journals to revenue

and cash, and review of journals posted to least used accounts;

* \We have made enquiries of management and those responsible for legal and compliance procedures regarding known or suspected
instances of non-compliance with laws and regulation and fraud. We corroborated our enquiries through our review of board minutes and
other evidence gathered during the course of the audit; and

e \We also communicated relevant identified laws and regulations and potential fraud risks to all engagement team members and remained
alert to any indications of fraud or non-compliance with laws and regulations throughout the audit.

Our audit procedures were designed to respond to risks of material misstatement in the financial statements, recognising that the risk of not
detecting a material misstatement due to fraud is higher than the risk of not detecting one resulting from error, as fraud may involve deliberate
concealment by, for example, forgery, misrepresentations or through collusion. There are inherent limitations in the audit procedures
performed and the further removed non-compliance with laws and regulations is from the events and transactions reflected in the financial
statements, the less likely we are to become aware of it.

A further description of our responsibilities is available on the Financial Reporting Council’s website at: www.frc.org.uk/
auditorsresponsibilities. This description forms part of our auditor’s report.

Use of our report

This report is made solely to the Parent Company’s members, as a body, in accordance with Chapter 3 of Part 16 of the Companies Act
2006. Our audit work has been undertaken so that we might state to the Parent Company’s members those matters we are required to state
to them in an auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to
anyone other than the Parent Company and the Parent Company’s members as a body, for our audit work, for this report, or for the opinions
we have formed.

Julien Rye

(Senior Statutory Auditor)

For and on behalf of BDO LLP, Statutory Auditor
Manchester

United Kingdom

BDO LLP is a limited liability partnership registered in England and Wales (with registered number OC305127).

25 August 2021
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Consolidated Statement of Comprehensive Income
for the Year Ended 31 March 2021
Year Ended Year Ended
31 March 31 March
2021 2020
Note £°000 £°000
Revenue 5 122,253 92,329
Cost of sales 6 (89,211) (65,717)
Gross Profit 33,042 26,612
Administration expenses 6 (19,416) (12,619)
Operating profit 13,626 13,993
Adjusted EBITDA! 19,272 16,001
Depreciation 14 & 22 (1,998) (1,548)
Amortisation 13 (225) (25)
Adjusted items 7 (3,423) (435)
Operating profit 13,626 13,993
Finance income 9 = 3
Finance costs 10 (671) (783)
Profit before taxation 12,955 13,213
Income tax 1 (3,117) (2,318)
Profit for the year 9,838 10,895
Other comprehensive income/(loss)
Currency translation differences - 9
Total comprehensive income for the year 9,838 10,886
Earnings per share — basic 12 8.9p 9.9p
Earnings per share - diluted 12 8.7p 9.8p

Note 1: Adjusted EBITDA, which is defined as operating profit before depreciation, amortisation and Adjusted items (as defined in Note 7) is a non-GAAP metric used by management

and is not an IFRS disclosure.

All results derive from continuing operations.
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Consolidated Statement of Financial Position
as at 31 March 2021

As at As at
31 March 31 March
2021 2020
Note £°000 £'000
Non-current assets
Assets
Goodwill and other intangibles 13 2,628 1,778
Property, plant and equipment 14 2,787 3,458
Right of use asset 22 1,476 1,495
Investments 15 7 7
Total non-current assets 6,898 6,738
Current assets
Inventories 17 19,865 14,458
Trade and other receivables 18 16,052 16,738
Derivative financial instruments 23.9 - 209
Income tax recoverable - 9
Cash and cash equivalents 19 7,505 6,718
Total current assets 43,422 38,132
Total assets 50,320 44,870
Liabilities
Current liabilities
Borrowings 21 10,476 10,573
Trade and other payables 20 13,295 10,289
Derivative financial instruments 23.9 559 -
Income tax payable 2,370 2,340
Total current liabilities 26,700 23,202
Net current assets 16,722 14,930
Borrowings 21 4,658 17,413
Deferred tax liability 16 141 191
Total non-current liabilities 4,799 17,604
Total liabilities 31,499 40,806
Net assets 18,821 4,064
Equity
Share capital 24 11,650 11,001
Share premium 7,195 -
Merger reserve (22,000) (22,000)
Share-based payments reserve 75 -
Retained earnings 21,901 15,063
Total equity 18,821 4,064

The notes on pages 43 to 70 are an integral part of these financial statements.

The financial statements on pages 34 to 42 were approved by the Board of Directors and authorised for issue on 25 August 2021, and were
signed on its behalf by:

S Smith
Director

Registered number: 05844527
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Consolidated Statement of Changes in Equity

For the Year Ended 31 March 2021

Share-
based

Share Share Merger payments Retained Total

Capital Premium reserve reserve earnings equity

£°000 £°000 £°000 £’000 £°000 £°000

As at 1 April 2019 11,001 - (22,000) - 15,177 4,178

Profit for the year - - - - 10,895 10,895

Other comprehensive loss - - - - 9 (9)

Total comprehensive income for the year - - - - 10,886 10,886
Transactions with shareholders:

Dividends - - - - (11,000) (11,000)

As at 31 March 2020 11,001 - (22,000) - 15,063 4,064

Profit for the year - - - - 9,838 9,838

Total comprehensive income for the year - - - - 9,838 9,838
Transactions with shareholders:

Issue of shares — options exercised 89 255 - - - 344

Issue of shares — IPO shares 560 6,940 - - - 7,500

Employee share schemes — value of employee

services - - - 75 - 75

Dividends - - - - (3,000) (3,000)

649 7,195 - 75 (3,000) 4,919

As at 31 March 2021 11,650 7,195 (22,000) 75 21,901 18,821
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Consolidated Statement of Cash Flows
For the Year Ended 31 March 2021

Year Ended Year Ended

31 March 31 March
2021 2020
Note £000 £’000
Net cash flow from operating activities
Profit for the year 9,838 10,895
Adjustments for:
Amortisation of intangible assets 13 225 25
Depreciation of tangible assets 14 & 22 1,998 1,548
Fixed asset investment written off 15 - 60
Finance income 9 - Q)
Finance costs 10 671 783
Amortisation of capitalised finance costs 177 149
Income tax expense 1 3,117 2,318
Movement on forward foreign exchange contracts 23.9 768 -
Share based payments expense 25 75 -
Working capital adjustments
(Increase)/decrease in inventories (5,286) 2,472
Decrease/(increase) in trade and other receivables 970 (942)
Increase in trade and other payables 2,726 1,442
Taxation paid (3,003) (1,716)
Net cash from operations 12,276 17,031
Cash flows used in investing activities
Purchase of intangible fixed assets 13 (125) (26)
Purchase of property, plant and equipment 14 (1,667) (1,655)
Purchase of subsidiaries net of cash acquired 26 (1,005) (3,547)
Proceeds from sale of property, plant and equipment 890 -
Interest received - 3
Net cash used in investing activities (1,907) (5,225)
Cash flows used in financing activities
Drawdown of loans 21 - 6,000
Repayment of loans 21 (13,021) (4,066)
Drawdown of other loans 21 - 3,735
Proceeds from IPO 7,500 N
Proceeds from issue of options 344 -
Payment of deferred consideration (195)
Dividends paid (3,000) (11,000)
Finance costs paid (591) (691)
Lease payments 22 (619) (579)
Net cash used in financing activities (9,582) (6,601)
Net increase in cash and cash equivalents 787 5,205
Cash and cash equivalents brought forward 6,718 1,543
Foreign exchange - (30)
Cash and cash equivalents carried forward 7,505 6,718
Cash and cash equivalents 19 7,505 6,718

7,505 6,718
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Notes to the Group Financial Statements
as at 31 March 2021

1. Basis of preparation

Supreme PLC (“the Company”) is a public company limited by shares, registered in England and Wales and domiciled in the UK, with
company registration number 05844527. The principal activity is the manufacture (vaping and sports nutrition & wellness only) and wholesale
distribution of batteries, lighting, vaping, sports nutrition & wellness and branded household consumer goods. The registered office is 4
Beacon Road, Ashburton Park, Trafford Park, Manchester, M17 1AF.

These Group financial statements have been prepared on a going concern basis under the historical cost convention, modified for the
revaluation of certain financial instruments; in accordance with both international accounting standards in conformity with the requirements of
the Companies Act 2006.

Initial public offering (“IPO”)
In preparation for the IPO, the Company re-registered as a public limited company on 28 October 2020 and the Company's shares were
admitted to trading on the Alternative Investment Market (“AIM”), a market operated by the London Stock Exchange, on 1 February 2021.

The preparation of Group financial statements requires the Directors to exercise their judgement in the process of applying accounting
policies. The areas involving a higher degree of judgement or complexity, or areas where assumptions and estimates are significant to the
Group financial statements are disclosed in Note 4.

The Group financial statements are presented in sterling and, unless otherwise stated, amounts are expressed in pounds, to the nearest
thousand. The financial information presented in respect of the year ended 31 March 2020 has been prepared on a basis consistent with that
presented in the Company’s Admission Document.

The principal accounting policies adopted are set out below.

2. Summary of significant accounting policies

2.1 Basis of consolidation

The consolidated financial statements present the results of the Company and its own subsidiaries as if they form a single entity.
Intercompany transactions and balances between group companies are therefore eliminated in full.

The Group financial statements incorporate the results of business combinations using the acquisition method. In the Consolidated Statement
of Financial Position, the acquiree's identifiable assets, liabilities and contingent liabilities are initially recognised at their fair values at the
acquisition date. The results of acquired operations are included in the Consolidated Statement of Comprehensive Income from the date on
which control is obtained. They are deconsolidated from the date control ceases. The merger reserve arose on a past business combination
of entities that were under common control. The merger reserve is the difference between the cost of investment and the nominal value of the
share capital acquired.

2.2 New standards and interpretations not yet adopted

Certain new accounting standards and interpretations have been published that are not mandatory for 31 March 2021 reporting periods and
have not been early adopted by the Group. These standards are not expected to have a material impact on the entity in the current or future
reporting periods and on foreseeable future transactions.

Judgements made by the Directors in the application of these accounting policies that have a significant effect on these financial statements
together with estimates with a significant risk of material