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Group strategic report for the year ended 31 January 2022

The directors present the group strategic report for the year ended 31 January 2022.

Review of the business

The principal activity of the group continued to be that of luxury fashion retailing for men and women.
Operating from the UK under the principal brand of Matchesfashion, the group offers a‘modern edit
of over 600 designers to customers in over 170 countries.

The expertly curated Matchesfashion edit is comprised of established brands, new designers and
exclusives that are handpicked to inspire customers to explore, experiment and truly express
themselves. The Matchesfashion business model provides access to a wide selection of products
from established brands and unlocks inspiring exclusives while also giving smaller brands and
emerging designers the certainty and financial security they need. There have been no major
changes in the group’s core activities in the year under review.

The effects of the novel strain of Coronavirus (“COVID-19") were felt throughout the year with
customer demand fluctuating as countries around the world implemented a variety of containment
measures from social distancing to full scale lockdowns. Product categories more dependent on
external social events such as occasion wear were disproportionately impacted whilst leisure and
activewear product lines continued to perform well. As restrictions eased, demand for these
categories recovered.

During this period the business prioritised the safety of the Matchesfashion team by closely following
government and public health authority guidelines. When necessary, office locations were closed
and procedures put in place to ensure our distribution centre and those working in our offices could
continue safely throughout the crisis. For those employees able to work from home, financial and
technical support was given to improve comfort and productivity.

The UK left the European Union at the start of 2021 (“Brexit”) and accordingly this has led to
changes in the way that the business operates with its customers and suppliers. Approximately 70%
of the goods sold by the business are of EU origin with many of the non-EU origin goods also
shipped from Europe to our distribution centre in the UK. Brexit had an immediate and material
financial impact in terms of additional EU duty costs borne by the business in order to remain
competitive in the market with EU based multi-brand online retailers. During the year the group
sought to mitigate the additional duty burden through utilisation of EU approved reliefs, but this took
time to implement due to the complexity of paperwork and the need to co-ordinate with our partners
to meet customs requirements. Mid-way through the year an intake centre was established in The
Netherlands to ease the administrative burden and improve the speed of intake. These mitigating
actions, together with a rise in customs inspections, did at times place pressure on delivery times to
customers. Overall, the cost in the year to 31 January 2022 (“FY21”) of Brexit in terms of additional
duties, net of duty relief, and the operational cost of running the dedicated intake centre was £10.5
million. Whilst the business entered the new financial year with new ways of working that is enabling
an increasing amount of Brexit related duties to be avoided, Brexit continues to drive a material cost
headwind.
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Group strategic report for the year ended 31 January 2022
(continued) '

Review of the business (continued)

Through 2021 the business worked with a leading luxury appare! group to change the way in which
five of the brands they represent trade with the Matchesfashion. Rather than a supply arrangement
whereby the business places advance orders for goods, receives them in bulk and then retails to the
end customer, Matchesfashion has shifted to a concession model with these five brands. Under this
approach the group acts as the agent in a transaction with the end customer, receiving a commission
on the sale. The new approach requires a greater level of technical integration and.data exchange
between the brands and Matchesfashion in order to ensure timely and relevant stock replenishment.
It therefore cements further the relationship between the two groups and demonstrates a
commitment to working and growing together in the future. The transition to the new mode! occurred
in the fourth quarter of FY21 and led to £20 million of stock being either physically returned to the
brands concerned, as it related to older seasons, or changing ownership back to the brands if it was
current season stock. Under a concession model Matchesfashion no longer takes title of the stock it
acts as agent for and as at 31 January 2022 £12.1 million, including VAT, was receivable from
brands for this returned stock, with monies fully remitted in February and March 2022.

The shift to a concession model for some of the leading brands carried by Matchesfashion is part of
a strategic shift to reduce promotions and sell more stock at full price, whilst maintaining strong
levels of sell-through (being the percentage of a season’s purchased stock sold) prior to marking
down prices during seasonal sales. The increase in sales at full price was evident in an improvement
in gross margin to 34.1% (year ended 31 January 2021: 31.0%) despite the additional Brexit related
duties. Sell-through also improved on both the key spring/summer and autumn/winter seasons with
year-end inventory levels marginally higher at £84.6 million (as at 31 January 2021: £79.6 million).

Inventory levels would have been higher still but for the return of stock to brands moving to the new
concession model as the business bought more autumn/winter product compared to the COVID-19
impacted purchases the year before.

During the year indirect parent companies secured cash financing via the issuance of new loan
notes. The £57.6 million raised was cascaded through the group to purchase equity in the company.
The amounts raised were used to fund operating cash outflows, service borrowings and repay
amounts drawn under the group’s asset-backed lending facility. Post year end the company issued
further equity for cash consideration of £40 million following issuance of new loan notes by an
indirect parent company.

Ajay Kavan left the business in February 2021 with Maureen Chiquet assuming the role of Executive
Chairwoman for an interim period until Paolo De Cesare was appointed as CEO in October 2021.
Sean Glithero resigned as a director in April 2022 and a replacement CFO has been hired and is
expected to join in autumn 2022.

Results and performance

The group results for the year and the financial position at the end of the year are set out on pages
14-53. The group’s revenue in note 2 was £386.6 million (year ended 31 January 2021: £390.9
million), Adjusted EBITDA (earnings before interest, tax, depreciation and amortisation) in note 3
was a loss of £23.8 million (year ended 31 January 2021: loss of £17.2 million) and the loss for the
financial year was £38.6 million (year ended 31 January 2021: £34.9 million).

Given the adverse but lessening impact of Brexit and the COVID-19 pandemic during the period, we
have taken the step of breaking out the H1 and H2 business performances.
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Group strategic report for the year ended 31 January 2022
(continued)
Results and performance (continued)

H1 H2 FY21
Order Demand (£ million) 325.7 3514 677.1
Year on year growth (%) (4.4%) 15.3% 4.9%
Revenue (£ million) 188.4 198.2 386.6
Year on year growth (%) (9.4%) 8.3% (1.1%)
Margin (including duty and taxes) (%) 32.4% 34.1% 33.2%
Year on year growth (% points) (0.5% pts) 5.2% pts 2.2% pts

The second half performance was markedly stronger than that of the first half in terms of order
demand growth, revenue growth and margin improvement. This was the result of a return to larger,
more focused autumn/winter buy that traded well with year-end sell through up 2% to 83% points.
Second half margin was stronger year on year due to a growing mix of sales at full price and better
than the first half performance due to lower inventory write offs following improved management of
faulty stock as well as greater Brexit duty mitigation actions. The second half performance was also
positively impacted by the removal of limits on social contact (and associated reopening of the
economy) increasing demand for occasion wear.

Key performance indicators (KPls)

Management drives business performance through the setting of clearly defined and measured key
performance indicators (KPIs), taking appropriate action where required to enhance the financial
results of the business.

The key financial performance indicators that are used to monitor and manage the business are

primarily:
FY21 “FY20

Order Demand (£ million) 677.1 645.4  Total value, including VAT, of customer orders
placed before cancellations and returns

Year on year growth 4.9% (8.2%) Movement in order demand compared to prior
year

Revenue (£ million) 386.6 390.9

Year on year revenue growth (1.1%) (9.5%) Movement in revenue compared to prior year

Margin 33.2% 31.0% Gross profit on revenue :

Sell-through: % of stock purchased for the season sold by the
end of the financial year

Spring Summer Season 96% 93%

Autumn Winter Season 83% 81%

Finished goods for resale (£ million) 81.7 77.3

Prmclpal risks and uncertamtles

The principal risks are reviewed regularly by the board and the executnve management team. Updates
in terms of emerging risks or significant actions undertaken are addressed as and when required at
board meetings.

The COVID-19 pandemic presented a significant business risk; however the group developed a
strategy to respond to this risk in order to protect the health and safety of colleagues and customers
and to ensure the business was able to continue to operate throughout the crisis. The business also
took a number of actions to mitigate the short-term financial impact of this risk.
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Group strategic report for the year ended 31 January 2022
(continued)

Principal risks and uncertainties (continued)

The consequences of Brexit have increased both the logistical complexity the business faces, as well
impacting operating margins, but new working practices have been implemented and measures
continue to be taken to mitigate the costs and reduce the level of duty and taxes payable.

S$172 reporting

The directors consider, both individually and together, that they have acted in the way they consider,
in good faith, would be most likely to promote the long-term success of the business for its
shareholders, employees, customers, suppliers, lenders and the wider community in which the
company operates. Wherever practical, the directors consult the group’s employees and the Matches
Employee Community of representatives from across the business has been a helpful forum in doing
so since May 2020. Communication with employees include monthly “all-hands” online presentations
and structured question and answer forums. Information on our sustainability strategy is outlined on
our website within “Our Integrity” section as are reports on Gender Pay Gap and the Modern Slavery
Act.

Suppliers, particularly the fashion brands whose products we retail, are critical to the long-term
success of the business and we work with them on responsible retailing as well as sharing data
and insight on emerging themes in the industry and consumer demand. Ultimately, we strive for
multi-season relationships and recognise the need to be flexible in routes to market and as
customer needs change. Our customer base is global and diverse and the group seeks out
customer feedback through a combination of face-to-face interactions at one of the many events
we run, including at our Carlos Place townhouse, as well as online surveys and more detailed
pieces of customer research commissioned from independent third parties.

The business endeavours to maintain a reputation for high standards for example by ensuring all
products are checked by the warehouse on receipt and onward despatch; having service level
agreements in place with distributors and tracking delivery times against these; and processing
prompt refunds on returns from customers.

The group's shareholders and lenders are informed on both financial and strategic progress with
monthly reporting packs and meet with management regularly.

Transition to new accounting standards

During the year, the group transitioned to International Financial Reporting Standards (“IFRS") and
the company transitioned to Financial Reporting Standards 101 (“FRS 101”) with an effective date of
1 February 2020. The most significant change arising from the transition was the change in
accounting policy for operating leases. Details of the impact of the transition are included within note
27.

Future outlook

The group's strategy is to provide a truly personalised and intimate luxury shopping experience,
comprised of a curated edit and exceptional service, for both digital and physical customers. By
doing this, Matchesfashion aims to grow revenue and increase the proportion of its sales that are
made at full price or with limited promotion in order to improve margins further and return the
group to profitability and positive cash generation. it is expected that the continued growth and
recovery of the luxury fashion market, aided by the increasing online penetration of luxury sales,
will help in this regard.

Post year-end, order demand growth has continued, albeit dampened by the group's exit from the
Russian market. In April 2022, the business received £40 million of new funding via the issuance of
new loan notes by a parent company and subsequent investment in equity into the group. At the
same time a third covenant waiver was obtained in respect of the quarter ending 31 January 2022,
prior to the financial covenant being reported and tested, and further waivers were also obtained in
respect of the financial covenant testing for the quarters ending April, July and October 2022.
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Group strategic report for the year ended 31 January 2022
(continued)

For further information with respect to the adoption of the going concern basis and future
covenant reporting, please refer to the directors’ report.

This group strategic report has been approved by the board.

On behalf of the board of directors

Pasle Do (Lsar

P De Cesare, Director
17 June 2022
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Directors’ report for the year ended 31 January 2022

The directors present the group directors’ report and the audited financial statements of the
company and the group for the year ended 31 January 2022. These financial statements
represent the year from 1 February 2021 to 31 January 2022.

Going concern

The directors confirm that having reviewed the group’s and company’s cash requirements and
forecast covenant compliance for the period up to 31 July 2023, they have a reasonable expectation
that the group and company have adequate resources to continue in operational existence and to
meet their liabilities as and when they fall due. The directors have accordingly adopted the going
concern basis in preparing these financial statements.

Management have performed a thorough scenario planning exercise and have reviewed the
consolidated income statement, net current assets and cash flow forecasts in conjunction with
current and future financing availability. The exercise considered a base case and a severe but
plausible downside case with an assumed average reduction in order demand (being customer
orders placed before cancellations and returns) for the period from 1 June 2022 to 31 July 2023 of
9.1%. For the period to 31 July 2023 the group was forecast to have adequate liquidity in the base
case, albeit with reduced headroom at the start of each season when sales receipts are lower and
payments for stock are higher. In the downside case, lower sales receipts led to inadequate liquidity
at points in the seasonal cycle. Once remedial actions, which are wholly within management’s
control, such as promotional sales, pausing discretionary spend and timing of payments were
overlaid, liquidity headroom was achieved in all periods in the downside case.

The company is a guarantor of borrowings that its immediate parent, MF Bidco Limited, has entered
into under a Senior Facilities Agreement and Senior Notes Indenture (together “the Borrowings”).
Under the terms of the Borrowings, MF Bidco Limited and the guarantors, (together the “borrowing
group”) is required to comply with a financial covenant that specifies that the Senior Secured First
Lien Leverage Ratio shall not exceed 7.50:1 where the ratio is defined as the ratio of Consolidated
Net Indebtedness to Consolidated “Adjusted” EBITDA (“the Covenant”). The Covenant is tested
quarterly on a trailing twelve-month period basis. The group obtained a waiver for the quarter ending
31 January 2022, prior to the Covenant being reported and tested, and further waivers were also
obtained in respect of the financial covenant testing for the quarters ending April, July and October
2022. A similar Covenant waiver was obtained for each of the previous two financial years. As the
waivers were obtained after the respective year ends of the financial statements, the term loan has
been presented within current liabilities as at 31 January 2020, 2021 and 2022.

Based on the base case and downside case financial projections management do not currently
expect the business to achieve compliance with the Covenant when tested in respect of the quarter
ending 31 January 2023 which is required to be reported upon to the lenders at the end of April
2023. Management have a number of options to address this including, with the support of the
group’s investors, to renegotiate a waiver with lenders as has been done successfully on the three
prior occasions as described above, or for the Covenant breach to be cured through the issuance of
new equity as permitted under the terms of the Borrowings. The group’s investors have shown
considerable past support for the business with the company issuing £45 million of equity for cash
consideration in the year ending 31 January 2021 and a further £57.6 million of equity for cash
consideration in the year ended 31 January 2022. Post year end, in April 2022, the group issued £40
million of equity to a parent company following a further issuance of loan notes to the group's
investors.
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Going concern (continued)

Whilst management are confident a resolution will be found, in the event that one is not found prior to
the end of May 2023, which is when the cure period for non-compliance with the first post-waiver
Covenant would end, then non-compliance would be an Event of Default under the terms of the
Borrowings and lenders constituting the majority would have the right to take positive steps to
recover amounts owing to them should the Borrowings remain unpaid. Such an Event of Default
would also extend to the asset-based lending bank loan facility of up to £50 million (as at 31 January
2022 £3.3 million was drawn) which would be cross-defaulted should there be an Event of Default
under the Borrowings.

The circumstances detailed above in connection with liquidity, financial covenant compliance and
required investor support indicates the existence of a material uncertainty which may cast significant
doubt over the group’s and company's ability to continue as a going concern. These financial
statements do not include the adjustments that would result if the group and company were unable
to continue as a going concern.

Future developments

The group is planning continued growth in both the UK and rest of the world through its e-commerce
platform underpinned by investment in stock, marketing and logistics activity. Please refer to the group
strategic report in the future outlook.

Dividends
No dividends were proposed or paid during the year (year ended 31 January 2021: £Nil).

Donations
The group has made charitable donations of £77,000 during the year (year ended 31 January 2021:
£3,000). .

Directors
The directors of the company who were in office during the year and up to the date of signing the
financial statements, unless otherwise noted were:

P De Cesare (appointed 19 October 2021)

S Glithero (resigned 28 April 2022)

A Kavan (resigned 11 March 2021)

J Weston (appointed 11 March 2021, resigned 19 October 2021)
H Ainley (appointed 28 April 2022) '

Qualifying third-party indemnity provision

Qualifying third-party indemnity provisions, as defined by the Companies Act 2006, were in force for
the benefit of the directors throughout the year and up to the date of the approval of the financial
statements.

Research and development

The group is constantly undertaking development and improvement of its website. During the year
the group incurred £3.0 million (year ending 31 January 2021: £2.2 million) of website related
research and development costs. The directors believe that this expenditure will lead to future profits
for the group.

Disabled employees

The group gives full consideration to applications for employment from disabled persons where the
requirements of the job can be adequately fulfilled by a handicapped or disabled person. Where
existing employees become disabled, it is the group’s policy wherever practicable to provide
continuing employment under normal terms and conditions and to provide training and career
development and promotion to disabled employees whenever appropriate.
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Directors’ report for the year ended 31 January 2022 (continued)

Employee involvement

During the year, the policy of providing employees with information about the group has been
continued through internal media in which employees have also been encouraged to present their
suggestions and views on the group’s performance. Regular meetings are held between local
management and employees to allow a free flow of information and ideas.

The group systematically provides employees with information on matters of concern to them,
consulting them or their representatives regularly, so that their views can be taken into account when
making decisions that are likely to affect their interests. Employee involvement in the group is
encouraged, as achieving a common awareness on the part of all employees of the financial and
economic factors affecting the group plays a major role in maintaining its growth.

Financial risk management policy
See note 21 for details of the group’s assessment of financial risk and management policies.

Streamlined energy and carbon reporting

The group has a distribution centre in the UK, in addition to a head office, studio and three retail
locations. The company uses third party carriers for the delivery of the majority of both inbound and
outbound goods.

The group and company's emissions and energy use in the UK and offshore area are shown below.

FY21 FY20
Energy consumption used to calculate emissions (in 3190945 3.127.052
kWh) ’ ’ 1 ]
Emissions from combustion of gas (in tonnes of carbon 214 179
dioxide equivalent tCO2e)
Emissions from purchased electricity (in tonnes of 454 476
carbon dioxide equivalent tCO2e) ’
Total gross tCO2e 668 655
Revenue (£ million) 386.6 390.9
Intensity metric (tCO2e / £100,000 revenue) 0.17 0.17

The data above has been calculated using electricity and gas meter readings taken monthly
excluding electricity used from renewable sources. The conversion into tCO2e uses the current
published kWh gross calorific value and kgCOZ2e relevant for the financial year.

Directors’ duties

The directors of a company must act 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, and in doing so have
regard (@amongst other matters) to:

the likely consequences of any decision in the long term,

the interests of the company's employees,

the need to foster the company's business relationships with suppliers, customers and others,

the impact of the company’s operations on the community and the environment,

the desirability of the company maintaining a reputation for high standards of business conduct, and
the need to act fairly as between members of the company.
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Directors’ report for the year ended 31 January 2022 (continued)

Directors’ responsibilities for the financial statements
The directors are responsible for preparing the Annual Report and the financial statements in
accordance with applicable law and regulation.

Company law requires the directors to prepare financial statements for each financial year. Under
that law the directors have prepared the group and the company financial statements in accordance
with EU-adopted international accounting standards.

Under company law, 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. In preparing the financial statements, the directors are required to:

» select suitable accounting policies and then apply them consistently;

e state whether applicable EU-adopted international accounting standards have been
followed, subject to any material departures disclosed and explained in the financial
statements;
make judgements and accounting estimates that are reasonable and prudent; and
prepare the financial statements on the going concern basis unless it is inappropriate to
presume that the group and company will continue in business.

The directors are also responsible for safeguarding the assets of the group and company and hence
for taking reasonable steps for the prevention and detection of fraud and other irregularities.

The directors are responsibie for keeping adequate accounting records that are sufficient to show
and explain the group's and company's transactions and disclose with reasonable accuracy at any
time the financial position of the group and company and enable them to ensure that the financial
statements comply with the Companies Act 2006.

Directors’ confirmations
In the case of each director in office at the date the directors’ report is approved:
e so far as the directors are aware, there is no relevant audit information of which the group’s
and company’s auditors are unaware; and
o they have taken all the steps that they ought to have taken as directors in order to make
themselves aware of any relevant audit information and to establish that the group’s and
company’s auditors are aware of that information.

On behalf of the board of directors

Pacls Do (Lsane

P De Cesare, Director
17 June 2022
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Independent auditors’ report to the members of Matchesfashion
Limited

Report on the audit of the financial statements

Opinion
in our opinion:

e Matchesfashion Limited's group financial statements and company financial statements (the
“financial statements”) give a true and fair view of the state of the group’s and of the company’s
affairs as at 31 January 2022 and of the group's loss and the group’s cash flows for the year then
ended;

o the group financial statements have been properly prepared in accordance with UK-adopted
international accounting standards;

o the company financial statements have been properly prepared in accordance with United
Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting Standards,
comprising FRS 101 “Reduced Disclosure Framework”, and applicable law); and

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

We have audited the financial statements, included within the Annual Report, which comprise: the
Consolidated and Company Statements of Financial Position as at 31 January 2022; the
Consolidated Statement of Comprehensive Income, the Consolidated and Company Statements of
Changes in Equity and the Consolidated Statement of Cash Flows for the year then ended; and the
notes to the financial statements, which include a description of the significant accounting policies.

Basis for opinion

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

Independence .

We remained independent of the group in accordance with the ethical requirements that are relevant
to our audit of the financial statements in the UK, which includes the FRC’s Ethical Standard, and we
have fulfilled our other ethical responsibilities in accordance with these requirements.

Material uncertainty related to going concern

in forming our opinion on the financial statements, which is not modified, we have considered the
adequacy of the disclosure made in note 1b to the financial statements concerning the group’s and
the company's ability to continue as a going concern.

Under both management’s base case and severe but plausible downside financial projections, the
business is currently not expected to achieve compliance with its financial covenants at 31 January
2023, which is required to be reported upon to the lenders at the end of April 2023. Management has
a number of options to address.this including, to renegotiate a waiver with lenders, or raising equity
with the support of the group’s investors, or for the covenant breach to be cured by other means as
disclosed in note 1b. In the event that a resolution is not found prior to the end of May 2023, there
would be a default event under the Senior Facilities Agreement and Senior Note agreement
(together “the Borrowings”), and a cross-default event would extend to the asset-based lending bank
loan facility, which could result in loans becoming repayable on demand.

These conditions, along with the other matters explained in note 1b to the financial statements,
indicate the existence of a material uncertainty which may cast significant doubt about the group’s
and the company's ability to continue as a going concern. The financial statements do not include
the adjustments that would result if the group and the company were unable to continue as a going
concern.

10
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Independent auditors’ report to the members of Matchesfashion
Limited (continued)

Material uncertainty related to going concern (continued)
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 responsibilities and the responsibilitiés of the directors with respect to going concern are
described in the relevant sections of this report.

Reporting on other information
The other information comprises all of the information in the Annual Report other than the financial

- statements and our auditors’ report thereon. The directors are responsible for the other information.
Our opinion on the financial statements does not cover the other information and, accordingly, we do
not express an audit opinion or, except to the extent otherwise explicitly stated in this report, any
form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with
“the financial statements or our knowledge obtained in the audit, or otherwise appears to be
materially misstated. If we identify an apparent material inconsistency or material misstatement, we
are required to perform procedures to conclude whether there is a material misstatement of the
financial statements or a material misstatement of the other information. If, based on the work we
have performed, we conclude that there is a material misstatement of this other information, we are
required to report that fact. We have nothing to report based on these responsibilities.

With respect to the Strategic report and Directors’ Report, we also considered whether the
disclosures required by the UK Companies Act 2006 have been included.

Based on our work undertaken in the course of the audit, the Companies Act 2006 requires us also
to report certain opinions and matters as described below.

Strategic Report and Directors’ Report

In our opinion, based on the work undertaken in the course of the audit, the information given in the
Strategic report and Directors' Report for the year ended 31 January 2022 is consistent with the
financial statements and has been prepared in accordance with applicable legal requirements.

In light of the knowledge and understanding of the group and company and their environment
obtained in the course of the audit, we did not identify any material misstatements in the Strategic
report and Directors' Report.

Responsibilities for the financial statements and the audit

Responsibilities of the directors for the financial statements

As explained more fully in the Directors’ responsibilities for the financial statements, the directors are
responsible for the preparation of the financial statements in accordance with the applicable
framework and for being satisfied that they give a true and fair view. The directors are also
responsible for such internal control as they 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
company'’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accuuriting unless the diroctors either intend to
liquidate the group or the company or to cease operations, or have no realistic alternative but to do
so.
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M atC h eSfa s h i 0 n L i m ited Company Registration No. 02717838 (United Kingdom)

Independent auditors’ report to the members of Matchesfashion
Limited (continued)

Auditors’ responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditors’
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.

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 of the group and industry, we identified that the principal risks of non-
compliance with laws and regulations related to employment law and data privacy law, and we
considered the extent to which non-compliance might have a material effect on the financial
statements. We also considered those laws and regulations that have a direct impact on the financial
statements such as tax legislation and the Companies Act 2006. We evaluated management's
incentives and opportunities for fraudulent manipulation of the financial statements (including the risk
of override of controls), and determined that the principal risks were related to management
estimates, the posting of inappropriate journals to manipulate revenue and EBITDA and the
misappropriation of cash. Audit procedures performed by the engagement team included:

e Discussions with management, including consideration of known or suspected instances of non-
compliance with laws and regulations and fraud.

e Challenging assumptions and judgements made by management in their significant accounting
estimates, including in respect of the impairment review of goodwill, intangible assets and
investments.

¢ |dentifying and testing journal entries to address the risk of inappropriate journals referred to
above.

¢ Incorporating an element of unpredictability into our testing.

There are inherent limitations in the audit procedures described above. We are less likely to become
aware of instances of non-compliance with laws and regulations that are not closely related to events
and transactions reflected in the financial statements. Also, the risk of not detecting a material
misstatement due to fraud is higher than the risk of not detecting one resulting from error, as fraud
may involve deliberate concealment by, for example, forgery or intentional misrepresentations, or
through collusion.

A further description.of our responsibilities for the audit of the financial statements is located on the
FRC’s website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditors’
report.

Use of this report

This report, including the opinions, has been prepared for and only for the company’s members as a
body in accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose.
We do not, in giving these opinions, accept or assume responsibility for any other purpose or to any
other person to whom this report is shown or into whose hands it may come save where expressly
agreed by our prior consent in writing.
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‘ Matc heSfaS h iO n Li m ited Company Registration No. 02'?17838 {United Kingdom)

Independent auditors’ report to the members of Matchesfashion
Limited (continued)

Other required reporting

Companies Act 2006 exception reporting
Under the Companies Act 2006 we are required to report to you if, in our opinion;
* we have not obtained all the information and explanations we require for our audit; or
‘e adequate accounting records have not been kept by the company, or returns adequate for our
audit have not been received from branches not visited by us; or
certain disclosures of directors’ remuneration specified by law are not made; or
the company financial statements are not in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.

Qo

Brian Henderson (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London

17 June 2022
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Matchesfashion Limited Company Registration No. 02717838 (United Kingdom)

Consolidated Statement of Comprehensive Income
for the year ended 31 January 2022

Year ended Year ended

31 January 2022 31 January 2021

Note £000 : £000

Revenue 2 386,584 390,943
Cost of sales _ (258,895) (269,739)
Gross profit : 127,689 121,204
Distribution costs (79,610) (67,740)
Administrative expenses : (85,327) (86,932)
Other operating income . 977 2,246
Operating loss 3 (36,271) (31,222)
Finance costs _ 7 (2,532) (3,665)
Loss before income tax (38,803) (34,887)
Income tax credit . 8 234 -
Loss for the financial year (38,569) (34,887)
Other comprehensive result - o
Total comprehensive loss for the financial year (38,569) ‘ (34,887)

All of the activities of the group relate to continuing operations.

During the year, the group transitioned to IFRS. See note 27 for further details.
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Matchesfashion Limited

Company Registration No. 02717838 (United Kingdom)

Consolidated Statement of Financial Position

as at 31 January 2022

Note
Non-current assets
Property, plant and equipment 9
Right-of-use asset 10
Intangible assets 11
Trade and other receivables 12
Current assets
Inventories 14
Trade and other receivables 12
Current tax assets
Cash and cash equivalents 15
Total assets
Current liabilities
Trade and other payables 16
Current tax liabilities
Lease liabilities 10
Non-current liabilities
Lease liabilities 10
Provisions 18
Total liabilities
Net assets
Equity
Called up share capital 19

Share premium account
(Accumulated losses)/retained earnings
Total equity

31 January 31 January 1 February
2022 2021 2020
£000 £000 £000

7,679 12,963 16,710
15,967 20,871 26,079
212 528 1,065
- 750 546
23,858 35,112 44,400
84,619 79,583 144,151
41,712 30,973 16,427
698 379 975
5,748 6,564 14,086
132,777 117,499 175,639
156,635 152,611 220,039
(75,660) (84,933) (158,049)
- - (209)
(4,405) (5,982) (5,804)
(80,065) (90,915) (164,062)
(16,752) (21,105) (27,087)
(3,562) (3,366) (1,779)
(20,314) (24,471) (28,866)
(100,379) (115,386) (192,928)
56,256 37,225 27,111
69 69 69
117,240 59,640 14,640
(61,053) (22,484) 12,402
56,256 37,225 27111

During the year, the group transitioned to IFRS. See note 27 for further details.

The financial statements on pages 14 to 53 were approved by the board on 17 June 2022 and

signed on its behalf by

Pasls Do (Lsare

P De Cesare
Director
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M atc h eSfaS h i O n Li m ite d Company Registration No. 02717838 (United Kingdom)

Company Statement of Financial Position
as at 31 January 2022

31 January 31 January
2022 2021
Note £000 £000
Non-current assets
Property, plant and equipment 9 7,651 12,916
Right-of-use asset 10 15,967 20,871
Intangible assets 11 212 528
Trade and other receivables 12 - 750
Investments 23 23
© 23,853 35,088
Current assets
Inventories 14 84,127 - 79,583
Trade and other receivables 12 41,036 29,121
Current tax assets 601 217
Cash and cash equivalents 15 5,346 6,235
131,110 115,156
Total assets 154,963 150,244
Current liabilities
Trade and other payables 16 (76,856) (84,803)
Lease liabilities 10 (4,405) (5,982)
(81,261) - (90,785)
Non-current liabilities
Lease liabilities 10 (16,752) (21,105)
Provisions : 18 (3,562) (3,366)
(20,314) (24,471)
Total liabilities (101,575) (115,256)
Net assets 53,388 34,988
Equity
Called up share capital 19 69 69
Share premium account 117,240 59,640
Accumulated losses (63,921) (24,721)
Total equity . 53,388 34,988

During the year, the company transitioned to FRS 101. See note 27 for further details.

The loss for the parent company for the year was £39.2 million (year ended 31 January 2021:
£35.5 million).

The financial statements on pages 14 to 53 were approved by the board on 17 June 2022 and
signed on its behalf by

Pacls Do (rsam

P De Cesare
Director
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M atChESfaS h i O n Li m ited Company Registration No. 02717838 (United Kingdom)

Consolidated Statement of Changes in Equity
for the year ended 31 January 2022

Called up share Share premium (Accumulated Total equity
capital account losses)/
retained
) earnings
£000 £000 £000 £000
Balance as at
1 February 2020 69 | 14,640 12,403 27,112
Loss for the financial year - - (34,887) (34,887)
Total comprehensive loss - - (34,887) (34,887)
Shares issued in the year - 45,000 - 45,000
Total transactions with
owners, recognised directly - 45,000 - 45,000
in equity
Balance as at
31 January 2021 69 59,640 . (22,484) 37,225
Balance as at
1 February 2021 69 59,640 (22,484) 37,225
Loss for the financial year - - (38,569) (38,569)
Total comprehensive loss - - (38,569) (38,569)
Shares issued in the year - 57,600 - 57,600
Total transactions with
owners, recognised directly - 57,600 - 57,600
in equity
Balance as at 69 117,240 (61,053) 56,256

31 January 2022 -
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Matchesfashion Limited

Company Registration No. 02717838 (United Kingdom)

Company Statement of Changes in Equity for
the year ended 31 January 2022

(Accumulated

Called up share Share premium Total equity
capital account losses)/
retained
earnings
£000 £000 £000 £000
Balance as at
1 February 2020 69 14,640 10,761 25,470
Loss for the financial year - - (35,482) (35,482)
Total comprehensive loss - - (35,482) (35,482)
Shares issued in the year - 45,000 - 45,000
"Total transactions with
owners, recognised directly - 45,000 - 45,000
in equity
Balance as at 69 59,640 (24,721) 34,988
31 January 2021 ' ' ’
Balance as at 69 59,640 (24,721) 34,988
1 February 2021 ’ ’ ’
Loss for the financial year - - (39,200) (39,200)
Total comprehensive loss - - (39,200) (39,200)
Shares issued in the year - 57,600 - 57,600
Total transactions with
owners, recognised directly - 57,600 - 57,600
in equity
Balanceasat 69 117,240 (63,921) 53,388

31 January 2022
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Matchesfashion Limited

Consolidated Statement of Cash flows

for the year ended 31 January 2022

Cash flows from operating activities
Loss before income tax

Depreciation

Amortisation

Net finance costs

Foreign exchange losses/(gains)
Increase in trade receivables
Increase/(decrease) in trade payables
(Increase)/decrease in inventories
Cash outflow from operating activities
Income tax (paid)/refund

Net cash outflow from operating activities

Cash flow from investing activities
Purchase of tangible assets

Purchase of intangible assets

Net cash outflow from investing activities

Cash flow from financing activities
Interest paid

Principal element of lease payments

Issue of equity share capital

Net asset-based lending facility payments
Net cash inflow from financing activities

Net decrease in cash and cash equivalents during
the year

Cash and cash equivalents at the beginning of the
year

Exchange (losses)/gains on cash and cash
equivalents

Cash and cash equivalents at the end of the year

Note

9,10
11

15

Company Registration No. 02717838 (United Kingdom)

;ﬁaja‘:::\ed Year ended
20?2’ 31 January
2021

£000 £000
(38,803) (34,887)
10,850 12,263
337 657
2,532 3,665
66 (170)
(9,989) (14,750)
21,183 (55,155)
(5,036) 64,568
(18,860) (23.809)
(85) 387
(18,945) (23,422)
21) (120)
(594) (3,428)
(2,314) (3,460)
57,600 45,000
(30,568) (16,577)
18,789 19,158
(750) (7,692)
6,564 14,086
5,748 6,564

During the year, the group transitioned to IFRS. See note 27 for further details.
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M atc h eSfaS h iO n Li m i te d Company Registration No. 02717838 (United Kingdom)

Notes to the financial statements for the year ended
31 January 2022

1. Accounting policies

General information

Matchesfashion Limited is a private limited company limited by shares and registered in England and
Wales. The address of its registered office is The Shard, 32 London Bridge Street, London SE1 9SG.
The principal activity and the nature of the group’s operations is set out in the strategic report.

Statement of compliance

The company financial statements of Matchesfashion Limited have been prepared in accordance
with Financial Reporting Standard 101 ‘Reduced Disclosure Framework’ and the requirements of the
Companies Act 2006.

On 31 December 2020, IFRS as adopted by the European Union at that date was brought into UK
law and became UK-adopted International Accounting Standards, with future changes-being subject
to endorsement by the UK Endorsement Board. The consolidated financial statements have been
prepared in accordance with UK-adopted International Accounting Standards and with the
requirements of the Companies Act 2006 as applicable to the group reporting under those standards
as at 31 January 2022.

Summary of significant accounting policies

The principal accounting policies applied in the preparation of these financial statements are set out
below. These policies have been consistently applied to all the years presented, unless otherwise
stated.

a) Basis of preparation :
These financial statements are prepared on the going concern basis, under the historical cost
convention.

The preparation of financial statements in conformity with applicable accounting standards requires
the use of certain critical accounting estimates. It also requires management to exercise its
judgement in the process of applying the group’s accounting policies. The areas involving a higher
degree of judgement or complexity, or areas where assumptions and estimates are significant to the
financial statements are disclosed in note 1(w).

b) Going concern

The directors confirm that having reviewed the group’s and company’s cash requirements and
forecast covenant compliance for the period up to 31 July 2023, they have a reasonable expectation
that the group and company have adequate resources to continue in operational existence and to
meet their liabilities as and when they fall due. The directors have accordingly adopted the going
concern basis in preparing these financial statements.

Management have performed a thorough scenario planning exercise and have reviewed the
consolidated income statement, net current assets and cash flow forecasts in conjunction with
current and future financing availability. The exercise considered a base case and a severe but
plausible downside case with an assumed average reduction in order demand (being customer
orders placed before cancellations and returns) for the period from 1 June 2022 to 31 July 2023 of
9.1%. For the period to 31 July 2023 the group was forecast to have adequate liquidity in the base
case, albeit with reduced headroom at the start of each season when sales receipts are lower and
payments for stock are higher. In the downside case, lower sales receipts led to inadequate liquidity
at points in the seasonal cycle. Once remedial actions, which are wholly within management’s
control, such as promotional sales, pausing discretionary spend and timing of payments were
overlaid, liquidity headroom was achieved in all periods in the downside case.
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M atc h e Sfas h i O n L i m ite d Company Registration No. 02717838 (United Kingdom)

Notes to the financial statements for the year ended
31 January 2022 (continued)

1. Accounting policies (continued)

b) Going concern (continued)

The company is a guarantor of borrowings that its immediate parent, MF Bidco Limited, has entered
into under a Senior Facilities Agreement and Senior Notes Indenture (together “the Borrowings”).
‘Under the terms of the Borrowings, MF Bidco Limited and the guarantors, (together the “borrowing
group”) is required to comply with a financial covenant that specifies that the Senior Secured First
Lien Leverage Ratio shall not exceed 7.50:1 where the ratio is defined as the ratio of Consolidated
Net Indebtedness to Consolidated “Adjusted” EBITDA (“the Covenant”). The Covenant is tested
quarterly on a trailing twelve-month period basis. The group obtained a waiver for the quarter ending
31 January 2022, prior to the Covenant being reported and tested, and further waivers were also
obtained in respect of the financial covenant testing for the quarters ending April, July and October
2022. A similar Covenant waiver was obtained for each of the previous two financial years. As the
waivers were obtained after the respective year ends of the financial statements, the term loan has
been presented within current liabilities as at 31 January 2020, 2021 and 2022.

Based on the base case and downside case financial projections management do not currently
expect the business to achieve compliance with the Covenant when tested in respect of the quarter
ending 31 January 2023 which is required to be reported upon to the lenders at the end of April
2023. Management have a number of options to address this including, with the support of the
group’s investors, to renegotiate a waiver with lenders as has been done successfully on the three
prior occasions as described above, or for the Covenant breach to be cured through the issuance of
new equity as permitted under the terms of the Borrowings. The group’s investors have shown
considerable past support for the business with the company issuing £45 million of equity for cash
consideration in the year ending 31 January 2021.and a further £57.6 million of equity for cash
consideration in the year ended 31 January 2022. Post year end, in April 2022, the group issued £40
million of equity to a parent company following a further issuance of loan notes to the group's
investors.

Whilst management are confident a resolution will be found, in the event that one is not found prior to
the end of May 2023, which is when the cure period for non-compliance with the first post-waiver
Covenant would end, then non-compliance would be an Event of Default under the terms of the
Borrowings and lenders constituting the majority would have the right to take positive steps to
recover amounts owing to them should the Borrowings remain unpaid. Such an Event of Default
would also extend to the asset-based lending bank loan facility of up to £50 million (as at 31 January
2022 £3.3 million was drawn) which would be cross-defaulted should there be an Event of Default
under the Borrowings.

The circumstances detailed above in connection with liquidity, financial covenant compliance and
required investor support indicates the existence of a material uncertainty which may cast significant
doubt over the group’s and company’s ability to continue as a going concern. These financial
statements do not include the adjustments that would result if the group and company were unable
to continue as a going concern. ;
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M atc h GSfas h i O n Li m i te d Company Registration No. 02717838 (United Kingdom)

Notes to the financial statements for the year ended
31 January 2022 (continued)

1. Accounting policies (continued)

c) Exemptions for qualifying entities under FRS 101
The company has taken advantage of the following exemptions in its individual financia! statements:

e The requirement to present an opening statement of financial position at the date of
transition (IFRS 1.21) on first-time adoption.

¢ A statement of cash flows for the period (IAS 1.10(d), 111).

e A statement of financial position as at the beginning of the preceding period when an entity
applies an accounting policy retrospectively or makes a retrospective restatement (IAS
1.10(f), 38A-38D,40A-40D).

e Comparative period information in respect of the following (IAS 1.38):

o Areconciliation of shares outstanding at the beginning and end of the period (IAS
1.79(a)(iv));

o Areconciliation of carrying amount of PPE at the beginning and end of the period
(IAS 16.73(e));

o Areconciliation of carrying amount of intangible assets at the beginning and end of
the period (IAS 38.118(e));

¢ Information relating to the entity’s objectives, policies and processes for managing capital
(IAS 1.134-136).

e Information relating to new IFRS standards which have been issued but which are not yet
effective, including an assessment of the possible impact that it will have when it is adopted
for the first time (IAS 8.30-31).

¢ Disclosure of key management personnel remuneration (1AS 24.17).

e Disclosure of related party transactions entered between two or more members of a group,
provided that any subsidiary which is a party to the transaction is wholly owned by such a
member.

e All the disclosure requirements of IFRS 7 Financial Instruments: Disclosures (IFRS 7 - all
disclosures).

d) Basis of consolidation

The consolidated statement of comprehensive income and statement of financial position include the
financial statements of the group and its subsidiaries undertakings made up to 31 January 2022. Inter-
company transactions, balances and unrealised gains or losses on transactions between group
companies are eliminated fully on consolidation.

e) Foreign currency
i) Functional and presentation currency
The group’s presentation currency is the pound sterling.

if) Transactions and balances
Foreign currency transactions are translated into the functional currency using the spot exchange
rates at the dates of the transactions.

At each year end foreign currency monetary items are translated using the closing rate. Non-
monetary items measured at historical cost are translated using the exchange rate at the date of the
transaction and non-monetary items measured at fair value are measured using the exchange rate
when fair value was determined.

f) Revenue recognition :

Revenue is measured at the fair value of the consideration received or receivable and represents the
amount receivable for goods supplied or services rendered, net of returns, discounts and rebates
allowed by the group and value added taxes.
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M atC h e Sfas h i O n L i m ited Company Registration No. 02717838 (United Kingdom)

Notes to the financial statements for the year ended
31 January 2022 (continued)

1. Accounting policies (continued)

f) Revenue recognition (continued)
The group bases the estimate of returns on historical results, taking into consideration the type of
customer, the type of transaction and the specifics of each arrangement.

Where the consideration receivable in cash or cash equivalents is deferred, and the arrangement
constitutes a financing transaction, the fair value of the consideration is measured as the present
value of all future receipts using the imputed rate of interest.

i. Sale of goods — retail

The group operates retail shops for the sale of a range of branded and own branded products. Sales
of goods are recognised on sale to the customer, which is considered the point of delivery. Retail
sales are usually by cash, credit or payment card.

ii. Sale of goods — internet based transactions

The group sells goods via its websites for delivery to the customer or ‘click and collect’ at its retail
shops. Revenue is recognised when the risks and rewards of the inventory is passed to the
customer. For deliveries to the customer this is the point of acceptance of the goods by the customer
and for ‘click and collect’ this is the time of collection. Transactions are settled by credit or payment
card.

iii. Brand income .
The group receives payment from brands for prominently displaying and featuring brands’ products
in the editorial content carried on its website.

iv. Returns liability

A returns liability (included in trade and other payables) and a right to the returned goods (included in
other current assets) are recognised for the products expected to be returned. Accumulated
experience is used to estimate such returns at the time of sale at a portfolio level (expected value
method).

v. Concession commission

Where the group acts as the agentin a transactlon with the customer, revenue is recognised as the
commission receivable by the group on the sale. Revenue is recognised at the point of sale as this is
when the group becomes entitled to the commission.

g) Employee benefits
The group provides a range of benefits to employees, including paid holiday arrangements and defined
contribution pension plans.

i) Short teim benefits
Short term benefits including holiday pay and other similar non-monetary benefits, are recognised as
an expense in the year in which the service is received.

ij} Defined contribution pension plans

The group operates a defined contribution plan for its employees. A defined contribution plan is a
pension plan under which the group pays fixed contributions into a separate entity. Once the
contributions have been paid the group has no further paymeit obligations. The contributions are
recognised as an expense when they are due. Amounts not paid are shown in accruals in the
statement of financial position. The assets of the plan are held separately from the group in
independently administered funds.
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M atc h ESfaS h i O n Li m ited Company Registration No. 02717838 (United Kingdom)

Notes to the financial statements for the year ended
31 January 2022 (continued)

1. Accounting policies (continued)

h) Grant income

Grant income is included within other operating income. Where grant income is linked to a claim that
the group has the right to make, the grant income is recognised when it is entitled to make the claim
and it is probable that the claim will result in an inflow of economic benefit to the group.

i) Exceptional items

The group categorises any one-off significant items of income and expense as exceptional items. The
directors believe that this provides a more helpful analysis as it highlights one-off items. Such items
may include significant restructuring costs, profits or losses on disposal ortermination of operations,
litigation costs and settlements, profit or loss on disposal of investment and significant impairment of
assets.

i) Other operating income
Other operating income is recognised on an accrual basis in accordance with the substance of the
relevant agreement.

k) Finance costs

Costs associated with raising loan finance and equity shares are recorded against the loan principal
and share premium account respectively. Loan finance costs are amortised to the statement of
comprehensive income over the life of the relevant loan at a constant rate of return on the carrying
amount.

1) Current and deferred income tax

Taxation expense for the year comprises current and deferred tax recognised in the reporting period.
Tax is recognised in the statement of comprehensive income, except to the extent that it relates to
items recognised in other comprehensive income or directly in equity. In this case tax is also
recognised in other comprehensive income or directly in equity respectively. Current or deferred
taxation assets and liabilities are not discounted.

i) Current tax

Current tax is the amount of income tax payable in respect of the taxable profit for the year or prior
years. Tax is calculated on the basis of tax rates and laws that have been enacted or substantively
enacted by the year end.

Management periodically evaluates positions taken in tax returns with respect to situations in which
applicable tax regulation is subject to interpretation. It establishes provisions where appropriate on
the basis of amounts expected to be paid to the tax authorities.

i} Deferred taxation .

Deferred income tax is provided in full, using the liability method, on temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the consolidated financial
statements. However, deferred tax liabilities are not recognised if they arise from the initial recognition of
goodwill. Deferred income tax is also not accounted for if it arises from initial recognition of an asset or
liability in a transaction other than a business combination that, at the time of the transaction, affects
neither accounting nor taxable profit or loss. Deferred income tax is determined using tax rates (and
laws) that have been substantively enacted by the end of the reporting period and are expected to apply
when the related deferred income tax asset is realised or the deferred incume tax liability is setticd.

Deferred tax assets are recognised only if it is probable that future taxable amounts will be available to
utilise those temporary differences and losses.
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M atc h e Sfas h iO n L i m i ted Company Registration No. 02717838 (United Kingdom)

Notes to the financial statements for the year ended
31 January 2022 (continued)

1. Accounting policies (continued)

m) Investments in subsidiaries
Investments are held as non-current assets at cost less any provision for impairment. Where the
recoverable amount of the investment is less than the carrying amount, impairment is recognised.

n) Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation, or valuation and
accumulated impairment losses. Cost includes the original purchase price, costs directly attributable
to bringing the asset to its working condition for its intended use, dismantling and restoration costs
and borrowing costs capitalised. Land and buildings include freehold and leasehold factories, retail
outlets and offices.

Depreciation is provided at rates calculated to write off the cost of each asset over its expected useful
life, as follows:

Leasehold improvements Over term of respective lease

Furniture and fittings - long life Over term of respective lease (long life) or 5 years straight line
Office equipment 5 years straight line

Computer equipment 4 years straight line

Assets under construction are stated at cost and are not depreciated. Repairs, maintenance and
minor inspection costs are expensed as incurred.

The assets’ residual values and useful lives are reviewed, and adjusted, if appropriate, at the end of
each reporting period. The effect of any change is accounted for prospectively.

Property, plant and equipment are derecognised on disposal or when no future economic benefits
are expected. On disposal, the difference between the net disposal proceeds and the carrying
amount is recognised in statement of comprehensive income.

o) Intangible assets

Patents and trademarks

The cost of patents and trademarks are capitalised as they have been purchased separately from a
business. They are amortised over ten years which is the economic benefits of the legal rights.
Amortisation is charged to administrative expenses in the statement of comprehensive income.

Development costs
Development costs that are directly attributable to the design and testing of certain major new
product projects are recognised as intangible assets when the following criteria are met:

. it is technically feasible to complete the product projects so that it will be available for use;

= management intends to complete the product projects and use or sell it;

] there is:an ability to use or sell the product projects; y

- it can be demonstrated how the product projects will generate prabable future economic
benefits;

] adequate technical, financial and other resources to complete the development and to use or
sell the product projects are available; and

. the expenditure attributable to the product projects during its development can be reliably
measured.

Development costs previously recognised as an expense are not recognised as an asset in a
subsequent year.

25



DocuSign Envelope ID: 44CA34E0-28C2-4582-8998-0641A4F7D2E1

M atc h eSfaS h iO n Li m ited Company Registration No. 02717838 (United Kingdom)

Notes to the financial statements for the year ended
31 January 2022 (continued)

1. Accounting policies (continued)

P) Leases

The group leases various offices, warehouses, retail stores and equipment. Property contracts are
typically made for fixed periods between 5 and 20 years and equipment contracts are typically
between 2 and 5 years.

Contracts may contain both lease and non-lease components. The group has elected not to separate
lease and non-lease components and instead accounts for these as a single lease component.

Lease terms are negotiated on an individual basis and contain a wide range of different terms and
conditions.

Assets and liabilities arising from a lease are initially measured on a present value basis. Lease
liabilities include the net present value of fixed payments (including in-substance fixed payments),
less any lease incentives receivable.

The lease payments are discounted using the interest rate implicit in the lease. If that rate cannot be
readily determined, which is generally the case for leases in the group, the lessee’s incremental
borrowing rate is used, being the rate that the individual lessee would have to pay to borrow the
funds necessary to obtain an asset of similar value to the right-of-use asset in a similar economic
environment with similar terms, security and conditions.

To determine the incremental borrowing rate, the group where possible, uses recent third-party
financing received by the individual lessee as a starting point, adjusted to reflect changes in
financing conditions since third party financing was received and makes adjustments specific to the
lease, for example term, country, currency and security.

The group is exposed to potential future increases in variable lease payments based on an index or
rate, which are not included in the lease liability until they take effect. When adjustments to lease
payments based on an index or rate take effect, the lease liability is reassessed and adjusted against
the right-of-use asset.

Lease payments are allocated between principal and finance cost. The finance cost is charged to the
income statement over the lease period so as to produce a constant periodic rate of interest on the
remaining balance of the liability for each period.

Right-of-use assets are measured at cost comprising the amount of the initial measurement of lease
liability; any lease payments made at or before the commencement date less any lease incentives
received; any initia! direct costs; and restoration costs.

Right-of-use assets are generally depreciated over the shorter of the asset's useful life and the lease
term on, a straight-line basis. If the group is reasonably certain to exercise a purchase option, the
right-of-use asset is depreciated over the underlying asset’s useful life. ,

Short-term leases and leases of low-value assets are recognised in the same way as outlined above;

the group has not taken the election to recognised these on a straight-line basis as an expense in
the income statement.
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Notes to the financial statements for the year ended
31 January 2022 (continued)

1. Accounting policies (continued)

q) Impairment of non-financial assets

At each reporting date non-financial assets not carried at fair value are assessed to determine
whether there is an indication that the asset may be impaired. If there is such an indication the
recoverable amount of the asset is compared to the carrying amount of the asset.

The recoverable amount of the asset is the higher of the fair value less costs to sell and value in use.
Value in use is defined as the present value of the future cash flows before interest and tax
obtainable as a result of the asset's continued use. These cash flows are discounted using a pre-tax
discount rate that represents the current market risk-free rate and the risks inherent in the asset.

If the recoverable amount of the asset is estimated to be lower than the carrying amount, the
carrying amount is reduced to its recoverable amount. An impairment loss is recognised in the
statement of comprehensive income, unless the asset has been revalued when the amount is
recognised in the other comprehensive income to the extent of any previously recognised
revaluation. Thereafter any excess is recognised in the statement of comprehensive income.

If an impairment loss is subsequently reserved, the carrying amount of the asset is increased to the
revised estimate of its recoverable amount, but only to the extent that the revised carrying amount
does not exceed the carrying amount that would have been determined (net of depreciation) had no
impairment loss been recognised in prior years. A reversal of an impairment loss is recognised in the
statement of comprehensive income. '

r) Inventories

Inventories are stated at the lower of cost and estimated selling price less cost to complete and sell.
Inventories are recognised as an expense in the year in which the related revenue is recognised.
Cost is determined on the first-in, first-out (FIFO) method. Cost includes the purchase price,
including taxes and duties and transport and handling directly attributable to bringing the inventory to
its present location and condition. Inventories consist of raw materials relating to our own label Raey
and finished goods relating to other brands. Provision is made for slow moving and defective
inventories.

At the end of each reporting year inventories are assessed for impairment. If an item of inventory is
impaired, the identified inventory is reduced to its selling price less costs to complete and sell and an
impairment charge is recognised in the statement of comprehensive income. Where a reversal of the
impairment is recognised the impairment charge is reversed, up to the original impairment loss, and
is recognised as a credit in the statement of comprehensive income.

s) Cash and cash equivalents

Cash and cash equivalents includes cash in hand, deposits held at call with banks, other short-term
highly liquid investments with original maturities of three months or less and.bank overdrafts. Bank
overdrafts are shown within borrowings in current liabilities. Cash at bank and in hand includes cash
received from credit card companies within four working days of the financial year end.

t) Dividends

Equity dividends are recognised when they become legally payable. Interim equity dividends are
recognised when paid. Final equity dividends are recognised when approved by the shareholders at
an annual general meeting.
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Notes to the financial statements for the year ended
31 January 2022 (continued)

1. Accounting policies (continued)

u) Provisions and contingent liabilities

(i) Provisions

Provisions are recognised when the group has a present legal or constructive obligation as a result
of past events; it is probable that an outflow of resources will be required to settle the obligation; and
the amount of the obligation can be estimated reliably.

Provisions held by the group relate to dilapidation costs of leased properties. The estimated cost of
dilapidations is recognised in leasehold improvements and provisions when the obligation arises and
the liability can be reliably estimated. Under the lease agreement, the lessee is obliged to remove
assets that it has installed in the leased property. The asset is depreciated in line with the lease term.

Provisions are measured at the present value of the expenditures expected to be required to settle
the obligation using a pre-tax rate that reflects current market assessments of the time value of
money and the risks specific to the obligation. The increase in the provision due to passage of time is
recognised as a finance cost.

(ii) Contingencies

Contingent liabilities are not recognised. Contingent Ilabllltles arise as a result of past events when (i)
it is not probable that there will be an outflow of resources or that the amount cannot be reliably
measured at the reporting date or (ii) when the existence will be confirmed by the occurrence or non-
occurrence of uncertain future events not wholly within the group’s control. Contingent liabilities are
disclosed in the financial statements unless the probability of an outflow of resources is remote.

Contingent assets are not recognised. Contingent assets are disclosed in the financial statements
when an inflow of economic benefits is probable.

v) Financial instruments

Financial assets and liabilities are recognised when the group has become party to the contractual
obligations of the instrument and derecognised when they are discharged or when the contractual terms
expire.

i) Financial assets

Financial assets comprise cash and cash equivalents and trade and other receivables (including
intercompany receivables in the company only financial statements). The group classifies all of its
financial assets as assets at amortised cost as they are held within the objective to collect contractual
cash flows and these cash flows represent ‘solely payments of principal and interest’ (the ‘SSPI’
criterion) as defined within IFRS 9 ‘Financial Instruments’. Financial assets are initially recognised at fair
value plus transaction costs that are directly attributable to their acquisition or issue and are
subsequently measured at amortised cost usmg the effective interest rate method, less any provision for
impairment.

Impairment provisions are recognised using an expected credit loss approach. The expected credit loss
is the difference between the cash flows that are due to the group in accordance with the contract and
the cash flows that the group expects to receive, discounted at the original effective interest rate. In
calculating the expected credit loss rates, the group considers historical loss rates for each category of
customers and adjusts for forward-looking macroeconomic data. The group uses the simplified expected
credit loss model (the lifetime expected loss allowance) for receivables that do not have a significant
financing component. Any short term trade receivables are assumed to not have a significant financing
component. Due to the nature of the business being primarily cash based, the group does not hold
significant trade and other receivables. The receivables held relate mainly to amounts due from the
group's suppliers and rental deposits held by landlords. As such, it is considered that any loss allowance
in relation to these receivables is immaterial.
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Notes to the financial statements for the year ended
31 January 2022 (continued)

1. Accounting policies (continued)

ii) Financial liabilities

Financial liabilities comprise borrowings, trade and other payables and lease liabilities. See note 1(q) for
the accounting policy relating to lease liabilities. The group classifies all of it financial liabilities as
liabilities at amortised cost, they are initially recognised at fair value net of any transaction costs directly
attributable to the issue of the instrument.

iii) Offsetting

Financial assets and liabilities are offset and the net amounts presented in the financial statements when
there is a legally enforceable right to set off the recognised amounts and there is an intention to settle on
a net basis or to realise the asset and settle the liability simultaneously.

w) Critical accounting judgements and key source of estimation uncertainty

The preparation of the financial statements requires management to make judgements, estimates and
assumptions that affect the application of the accounting policies and the reported amounts of assets
and liabilities, revenue and expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are continually evaluated and are based on historical
experience and other factors, including expectations of future events that are reasonable under the
circumstances. Revisions to accounting estimates are recognised in the year in which the estimates
are revised and in any future periods affected.

Significant estimate: net realisable value of inventory

The group manufactures and sells luxury goods and is subject to changing consumer demands and
fashion trends. The recoverability of the cost of inventories is assessed every reporting period, by
considering the expected net realisable value of inventory compared to its carrying value. Where the
net realisable value is lower than the carrying value, a provision is recorded. When calculating
inventory provisions, management considers the nature and condition of the inventory, as well as
applying assumptions in respect of anticipated saleability of finished goods and future usage of raw
materials. Refer to note 14 for further details of the carrying value of inventory. '

Significant estimate: recoverability of investments

Investments in subsidiaries are not subject to amortisation and are tested annually for impairment.
When a review for potential impairment is conducted, the recoverable amount is determined based on
the higher of an investment's fair value less costs to sell and value-in-use calculations prepared on the
basis of management’s assumptions and estimates. Refer to note 13 for further details of investments.
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Notes to the financial statements for the year ended

31 January 2022 (continued)

2. Revenue

The group’s store activities relate solely to the retailing of fashion goods in the United Kingdom. The
group's online activities relate to the retailing of fashion goods in the United Kingdom and the rest of

world.

Analysis of revenue by classes of business - Group

Retail stores activities
Online activities
Brand income

Total revenue

Analysis of revenue by geographical market - Group

United Kingdom

United States of America
Australia

Far East

Europe

Middle East

Rest of world

Total revenue

Year ended Year ended

31 January 2022 31 January 2021
£000 % £000 %
7,486 2 5,408 1
376,186 97 383,804 99
2,912 1 1,731 -
386,584 100 390,943 100
Year ended Year ended

31 January 2022 31 January 2021
£000 % £000 %
86,134 23 73,590 19
70,759 18 55,546 14
22,631 6 25,073 6
94,963 25 126,645 33
71,361 18 68,618 18
23,533 6 24,904 6
17,203 4 16,567 4
386,584 100 390,943 100

The above geographical analysis classifies revenue using the market to which the product is

delivered to the end customer.
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31 January 2022 (continued)

3. Operating loss and adjusted EBITDA (earnings before interest, tax,

depreciation and amortisation)
Operating loss is stated after charging/(crediting):

Group

Depreciation of property, plant and equipment
Depreciation of right-of-use asset

Amortisation of intangible assets (included within
administrative expenses)

Research and development

Foreign exchange losses

Salaries and wages including grant income (note 6)
Auditors’ remuneration

Non-audit services

Other operating income*

Company Registration No. 02717838 (United Kingdom)

Year ended
31 January
2022
£000
5,857
4,993

337
$2,970
189
53,202
214
16
(977)

Year ended
31 January
2021
£000
7,055
5,208

657
2,201
1,216

49,687

258

(2,246; '

* Other operating income in the prior year includes £1.6 million of grant income relating to funds
received under the Coronavirus Job Retention Scheme. Other operating income also includes

advertising income, insurance claims settled and R&D credits.

Adjusted EBITDA (earnings before interest, tax, depreciation and amortisation) is calculated as

follows:

Group

Operating loss

Exceptional items

Depreciation of property, plant and equipment
Depreciation of right-of-use assets
Amortisation of intangible assets

Adjusted EBITDA

31

Year ended 31

Year ended 31

January 2022 January 2021
£000 £000

(36,271) (31,222)
1,263 1,061

5,857 7,055

4,993 5,208

337 657

(23,821) (17,241)
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Notes to the financial statements for the year ended

31 January 2022 (continued)

4. Exceptional items — Group

The main components of the exceptional charge are as follows:

Year ended Year ended
31 January 31 January
2022 2021
£000 £000
Restructuring costs - 940
New and vacant properties costs - 121
One-off salary related costs 1,263 -
1,263 1,061
5. Directors’ emoluments - Group
Year ended Year ended
31 January 31 January
2022 2021
£000 £000
The directors’ emoluments for the group were as follows:
Aggregate emoluments 246 206
Company contributions to defined contribution pension
schemes 10 -

For the year ended 31 January 2022 there was one director (year ended 31 January 2021: two
directors) receiving emoluments and therefore the emoluments shown above are also those for the
highest paid director (year ended 31 January 2021: highest paid director received £0.1 million).

Directors’ emoluments for the other directors have been borne by other companies under common

group ownership. These directors are also directors or officers of at least one other company within the
group. These directors’ services to the company do not occupy a significant proportion of their time. As
such, these directors do not consider that they have received any remuneration for their incidental
services to the company for the periods covered by these financial statements. ’

Key management compensation

Key management includes members of senior management. The compensation paid or payable to key
management for employee services is shown below:

Year ended Year ended

31 January 31 January

2022 2021

£000 £000
Aggregate emoluments 1,992 2,488
Pension contributions 27 -
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Notes to the financial statements for the year ended 31

January 2022 (continued)

6. Employee information - Group

The monthly average number of persons (including directors) employed by the group during the year

was:

Year ended Year ended

31 January 31 January

2022 2021

. By activity: Number Number

Production 26 18

Selling and distribution 54 53

Administration B 644 666

Total : 724 737
The aggregate payroll cost incurred in respect of these employees was:

Group Year ended Year ended

: 31 January 31 January

2022 2021

£000 £000

Wages and salaries 47,934 44,475

Social security costs 4,029 3,863

Other pension costs ) 1,329 1,349

53,292 49,687
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Notes to the financial statements for the year ended
31 January 2022 (continued)

7. Finance costs - Group

Interest payable on overdrafts and bank loans
Unwind of discount on dilapidation provision.
Interest payable on lease liabilities

Finance costs

8. Income tax credit — Group

Company Registration No. 02717838 (United Klngdom)

(a) Tax credit included in statement of comprehensive income

Current tax

Overseas corporation tax on loss for the year
Adjustments in respect of prior year

Total current tax

Deferred tax
Origination and reversal of timing differences

Adjustments in respect of prior year
Total deferred tax

Tax credit on loss

Year ended Year ended
31 January 31 January
2022 2021

£000 £000

830 1,658

218 205

1,484 1,802
2,532 3,665
Year ended Year ended
31 January 31 January
2022 2021

£000 £000

149 -

(383) -

(234) -

(234) -
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Notes to the financial statements for the year ended
31 January 2022 (continued)

8. Income tax credit — Group (continued)
(b) Reconciliation of tax credit

Tax assessed for the year is higher (year ended 31 January 2021: higher) than the standard rate of
corporation tax in the UK for the year ended 31 January 2022 of 19% (year ended 31 January 2021: 19%).
The differences are explained below:

Year ended Year ended
31 January 31 January
2022 2021
£000 £000
Loss before taxation ' (38,803) (34,887)
"lrg:;o ?n loss before taxation at 19% (year ended 31 January 2021: (7,373) : (6,629)
Effects of: '
Effect of different tax rate of overseas jurisdiction 14 (108)
(Income not taxable)/expenses not deductible for tax purposes (39) 217
Adjustments to tax in respect of previous periods (383) -
Movement in deferred tax not recognised 7,547 6,520
Tax credit for the year ) (234) -

(c) Taxrate changes

In the Spring Budget 2020, the UK Government announced that from 1 April 2020 the corporation tax
rate would remain at 19% (rather than reducing to 17%, as previously enacted). The Government
made a number of budget announcements on 3 March 2021. These included confirming that the rate
of corporation tax will increase to 25% from 1 April 2023. This new law was substantively enacted on
24 May 2021. Deferred taxes at the statement of financial position date have been measured using
these enacted tax rates and reflected in these financial statements.
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Notes to the financial statements for the year ended
31 January 2022 (continued)

9. Property, plant and equipment

Group

Cost

At 1 February 2020
Additions
Disposals

At 31 January 2021

Accumulated
depreciation
At 1 February 2020

Charge for the year
Disposals
At 31 January 2021

Net book amount at 31
January 2021

Net book amount at
31 January 2020

Cost

At 1 February 2021
Additions

Disposals

At 31 January 2022

Accumulated
depreciation

At 1 February 2021
Charge for the year
Disposals

At 31 January 2022

Net book amount at
31 January 2022
Net book amount at
31 January 2021

Leasehold

Furniture

Office

Computer

Improvements  and Fittings Equipment Equipment Total

£000 £000 £000 £000 £000

14,196 6,805 1,133 8,988 31,122

1,467 770 25 1,046 3,308

- (385) (4) - (389)

15,663 7,190 1,154 10,034 34,041

5,01 1 3,688 794 5,019 14,412

3,538 1,507 180 1,830 7,055

- (385) (4) - (389)

8,549 4,710 970 6,849 21,078

7,114 2,480 184 3,185 12,963

9,185 3,217 339 3,969 16,710

Leasehold Furniture Office Computer Total

Improvements  and Fittings Equipment Equipment

£000 £000 £000 £000 £000

15,663 7,190 1,154 10,034 34,041

- 8 12 553 573

(67) - - (585) (652)

15,596 7,198 1,166 10,002 33,962

8,549 4,710 970 6,849 21,078

2,760 1,275 119 1,703 5,857

(67) - - - (585) (652)

11,242 5,985 1,089 7,967 26,283
4,354 1,213 77 2,035 7,679

7,114 2,480 184 3,185 12,963

Property, plant and equipment relates to assets held in relation to the group’s retail stores, plus

corporate assets held.
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Notes to the financial statements for the year ended
31 January 2022 (continued)

9. Property, plant and equipmént (continued)

Company

Cost

At 1 February 2020
Additions

At 31 January 2021

Accumulated
depreciation
At 1 February 2020

Charge for the year
At 31 January 2021

Net book amount at 31
January 2021

Net book amount at
31 January 2020

Cost

At 1 February 2021
Additions

Disposals

At 31 January 2022

Accumulated
depreciation

At 1 February 2021
Charge for the year
Disposals

At 31 January 2022

Net book amount at
31 January 2022
Net book amount at
31 January 2021

Property, plant and equipment relates to assets held in relation to the company's retail stores, plus

corporate assets held.

Leasehold Furniture and Office Computer Total
Improvements Fittings Equipment Equipment

£000 £000 £000 £000 £000

14,196 6,420 1,130 8,864 30,610

1,467 769 24 1,045 3,305

15,663 7,189 1,154 9,909 33,915

5,011 3,422 793 4,974 14,200

_ 3,538 1,288 177 1,796 6,799

8,549 4,710 970 6,770 20,999

7,114 2,479 . 184 3,139 12,916

9,185 2,998 337 3,890 16,410

Leasehold Furniture Office Computer Total
Improvements  and Fittings Equipment Equipment

- £000 £000 £000 £000 £000

15,663 7,189 1,154 9,909 33,915

- 8 12 547 567

(67) - - (585) (652)

15,596 7,197 1,166 9,871 33,830

8,549 4,710 970 6,770 20,999

2,760 1,275 119 1,678 5,832

(67) - - (585) (652)

11,242 5,985 1,089 7,863 26,179

4,354 1,212 77 2,008 7,651

7,114 2,479 184 3,139 12,916
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Notes tb the financial statements for the year ended
31 January 2022 (continued)

10. Leases

Group and Company

The statement of financial position shows the following amounts relating to leases:

31 January 31 January
2022 2021
£000 £000
Right-of-use assets
Buildings 15,859 20,633
Equipment 108 238
15,967 20,871
Lease liabilities
Current 4,405 5,982
Non-current 16,752 21,105
' 21,157 27,087
There were no additions to right-of-use assets in either financial year.
The statement of comprehensive income shows the following amounts relating to leases:
Year ended Year ended
31 January 31 January
2022 2021
£000 £000
Depreciation charge
Buildings 4,863 5,019
Equipment 130 189
4,993 5,208
Interest expense (included in finance costs) 1,484 1,802

The statement of comprehensive income does not include any charges relating to short-term leases,

low-value assets or variable lease payments that are not included injthe lease liability.

The total cash outflow for leases in the year ended 31 January 2022:was £7.4 million (year ended 31

January 2021: £7.6 million).
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Notes to the financial statements for the year ended
31 January 2022 (continued)

11. Intangible assets

Group
Website .';.’raatg:: ;::g Total
£000 £000 £000
Cost
At 1 February 2020 2,269 412 2,681
Additions 71 49 120
Disposals (626) - (626)
At 31 January 2021 1,714 ' ' 461 2,175
Accumulated amortisation ,
At 1 February 2020 1,298 318 1,616
Charge for the year 517 140 657
Disposals B (626) - (626)
At 31 January 2021 1,189 . 458 1,647
Net book amount
at 31 January 2021 525 3 528
Net book amount at
31 January 2020 o7 94 1,085
Website _I:fatg::‘s‘;r'l(: Total
£000 £000 £000
Cost
At 1 February 2021 1,714 461 2,175
Additions - 21 21
At 31 January 2022 , 1,714 482 2,196
Accumulated amortisation
At 1 February 2021 1,189 458 1,647
Charge for the year 332 5 337
At 31 January 2022 1,521 463 1,984
Net book amount :
at 31 January 2022 193 19 212
Net book amount at " 525 3 528

31 January 2021
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Notes to the financial statements for the year ended
31 January 2022 (continued)

11. Intangible assets (continued)

Company
Website $:at§:tms;r|:: Total
£000 £000 £000
Cost
At 1 February 2020 2,269 412 2,681
Additions 71 49 120
Disposals : (626) - (626)
At 31 January 2021 1,714 461 2,175
Accumulated amortisation
At 1 February 2020 1,298 318 1,616
Charge for the year 517 140 657
Disposals . (626) - (626)
At 31 January 2021 1,189 458 1,647
Net book amount at
31 January 2021 525 3 528
Net book amount at
31 January 2020 971 94 1,065
Website .';?atg:tr:;ag Total
£000 £000 £000
Cost
At 1 February 2021 1,714 461 2,175
Additions - 21 21
At 31 January 2022 1,714 ' 482 2,196
Accumulated amortisation
At 1 February 2021 1,189 458 1,647
Charge for the year 332 5 337
At 31 January 2022 1,521 463 1,984
Net book amount at 5 A
31 January 2022 193 19 212
Net book amount at ‘ 525 3 528

31 January 2021
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M atc h eSfas h i O n Li m ite d Company Registration No. 02717838 (United Kingdom)

Notes to the financial statements for the year ended
31 January 2022 (continued)

12. Trade and other receivables

Group Group Company Company
31 January 31 January 31 January 31 January
2022 2021 2022 2021
£000 £000 £000 £000

Non-current
Other receivables - 750 - 750

Current

Trade receivables 13,240 1,996 13,240 1,996
Taxation and social security 3,325 - 2,704 -
Other receivables 7,004 18,633 6,979 18,402
Intercompany receivables 15,663 7,702 15,663 6,099
Prepayments and accrued income 2,480 2,642 2,450 2,624

41,712 30,973 41,036 29,121

Intercompany receivables
Amounts due from other group companies are non-interest bearing and repayable on demand.

13. Investments in subsidiaries

Company
31 January 31 January
2022 2021
£000 £000
Balance as at 1 February and 31 January 23 23
The company’s subsidiaries are set out in note 25.
14. Inventories
Group Group Company Company
31 January 31January 31 January 31 January
2022 2021 2022 2021
. £000 £000 £000 - £000
Raw materials 2,955 2,253 2,955 2,253
Finished goods and goods for resale ' 81,664 77.330 81,172 77,330
84,619 79,583 84,127 79,583

An inventory provision of £8.8 million (31 January 2021: £13.0 million) has been recorded,
representing 10% (31 January 2021: 16%) of the gross value of inventory. The provision reflects
management’s best estimate of the net realisable value of inventory, where this is considered to be
lower than the cost of the inventory. The year-on-year reduction in inventory provision reflects
management action to reduce the levels of both aged and faulty stock through offline sales.

The cost of inventories recognised as an expense and included in cost of sales amounted to £209.2
million (year ended 31 January 2021: £248.4 million).
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M atc h eSfaS h i O n L i m ite d Company Registration No. 02717838 (United Kingdom)

Notes to the financial statements for the year ended
31 January 2022 (continued)

15. Cash and cash equivalents

Group Group Company Company

31 January 31 January 31 January 31 January

2022 2021 2022 2021

£000 £000 £000 £000

Cash at bank and in hand 5,748 6,564 5,346 6,235

Cash at bank and in hand includes cash received from credit card companies of £2.8 million (31
January 2021: £2.3 million) within four working days of the financial year end.

16. Trade and other payables

Group Group Company Company

31 January 31 January 31 January 31 January

2022 2021 2022 2021

£000 £000 £000 £000

Trade payables 35,107 26,722 32,660 26,647

Taxation and social security 3,992 1,708 3,869 1,661

Other payables 12,832 10,531 12,830 10,531

Intercompany balance - - 3,935 -
Amount drawn under asset-based

lending facility 3,262 33,830 3,262 33,830

Accruals 20,467 12,142 20,300 12,134

75,660 84,933 76,856 84,803

Asset-based lending

The asset-based lending facility is secured primarily on the group’s inventories. The amount that can
be drawn at a given point in time fluctuates as it is determined predominantly by reference to the
level of inventories held, but also includes adjustment for outstanding balances to key suppliers and
slow-moving stock. In the year ended 31 January 2022 interest was payable at a rate of between 2%
and 2.5% above either LIBOR or SONIA, varying based on the percentage drawn as compared to
the maximum facility of £65 million. In April 2022 the facility was extended to the earlier of 5
November 2023 or the relocation of the group’s main distribution centre outside of the United
Kingdom. In connection with this extension the maximum facility was reduced to £50 million, and the
interest rate payable increased to a rate of between 2.5% and 3.0% above SONIA. Previous financial
covenants were replaced with a requirement to maintain excess availability of £5 million on the
facility at all times. All receivables are used to repay the drawn facility.

Returns liability

Where a customer has a right to return a product within a given period, the group recognises a
returns liability within other payables for the amount of consideration received for which the group
expects to return to the customer (£7.1 million; 31 January 2021: £7.6 million). The group also
recognises a right to the retumed goods, within other receivables, measured by reference to the
former carrying amount of the goods (£4.7 million; 31 January 2021: £4.9 million).

Intercompany payables
Amounts due to other group companies are non-interest bearing and repayable on demand.
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Matchesfashion Limited

Notes to the financial statements for the year ended

31 January 2022 (continued)

17. Deferred tax

Deferred income tax assets are recognised for tax losses carried forward to the extent that the
realisation of the related tax benefit through future taxable profits is considered more likely than not.
The group has unrecognised deferred tax assets of £20.1 million at 31 January 2022 (31 January

2021: £7.4 million) in respect of losses that can be carried forward against future taxable income for

the period between one-year and an indefinite period of time.

18. Provisions

Company Registration No. 02717838 (United Kingdom)

Group and company 31 January 31 January
2022 2021
£000 £000

At 1 February 3,366 1,779

(Release)/additions during the year (22) 1,382

Release of discount 218 205

At 31 January 3,562 3,366

Provisions relate to dilapidation provisions held in respect of leasehold properties and are expected

to be settled between one and six years after the statement of financial position date.

19. Called up share capital

Group and company

31 January 31 January 31 January 31 January

2022 2022 2021 2021

Issued and fully paid Number £000 Number £000
Ordinary shares of £0.01 each 6,929,075 69 6,928,775 69

During the year, on 18 February 2021, the company issued 100 ordinary shares for total
consideration of £40 million. On 12 October 2021, the company issued a further 200 ordinary shares

for £17.6 million.

43



DocuSign Envelope ID: 44CA34E0-28C2-4582-8998-0641A4F7D2E1

M atC h ESfaS h i O n L i m ited Company Registration No. 02717838 (United Kingdom)

Notes to the financiai statements for the year ended
31 January 2022 (continued)

20. Financial instruments
Financial instruments are held at amortised cost. The carrying value of each class of financial asset

and financial liability is considered to be equal to fair value. The following table sets out the financial
assets and liabilities included in the statement of financial position:

Group Group Company Company
31 January 31 January 31 January 31 January
2022 2021 2022 2021
£000 £000 £000 £000
Financial assets

Trade and other receivables 31,253 24,385 31,229 22,551
Cash and cash equivalents 5,748 6,564 5,346 6,235
37,001 30,949 36,575 28,786

Financial liabilities
Trade and other payables 75,422 88,725 © 75,941 88,640
Lease liabilities ‘ 21,157 27,087 21,157 27,087
96,579 115,812 97,098 115,727

21. Financial risk management

Group

The main risks associated with the group’s financial assets and liabilities are set out below. The
group’s financial risks have been identified as liquidity risk, credit risk, interest rate risk and foreign
exchange risk.

(a) Liquidity risk

The group finances its operations through a combination of debt and equity. The group manages its
liquidity requirements by monitoring the headroom on its existing facilities compared to short term
and longer-term cash forecasts. Cash forecasts are reviewed on a regular basis and updated for the
latest view of cash inflows and outflows. The asset-based lending facility (as described in note 16)
is the key facility that the group has available. The group aims to mitigate liquidity risk by managing
cash generated by its operations closely.

The maturity of the group’s contractual undiscounted financial liabilities is set out as below. As these
contractual amounts are not discounted and represent future cash flows, they will not all agree to
other notes shown in these financial statements.
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Matchesfashion Limited

Company Registration No. 02717838 (United Kingdom)

Notes to the financial statements for the year ended

31 January 2022 (continued)

21. Financial risk management (continued)

(a) Liquidity risk (continued)

Less than 1to2 2to5 5to 25 Over 25 Total
1 year years years years years

£000 £000 £000 £000 £000 £000

31 January 2022
Trade and other payables 73,618 - 1,479 1,267 - 76,364
Lease liabilities 5,509 4,809 11,906 2,537 - 24,761
Total 79,127 4,809 13,385 3,804 - 101,125

31 January 2021

Trade and other payables 51,552 35,588 49 2,697 - 89,886
Lease liabilities 7,467 5,509 14,144 - 5,108 - 32,228
41,097 14,193 7,805 - 122,114

Total 59,019

(b) Credit risk

Credit risk arises from cash and cash equivalents and trade and other receivables. The group has
external debtors however given the cash-based nature of the business, trade receivables are not

significant. Cash deposits are held with Wells Fargo Bank who has an ‘Aa2’ class credit rating and
HSBC Bank plc who has an ‘A1’ class credit rating.

(c) Interest rate risk

The group has both interest bearing assets and interest bearing liabilities. Interest bearing assets
include cash balances which earn interest. The group’s main interest rate risk comes from
borrowings which are charged at a floating interest rate. The majority of the group’s financial

liabilities are either non-interest bearing or liable to interest at a fixed rate.

Fixed rate  Floating rate  Non-interest Total
bearing
£000 £000 £000 £000
31 January 2022 A
Trade and other payables - 3,262 72,160 75,422
31 January 2021
Trade and other payables - 33,830 54,895 88,725

(d) Foreign exchange risk

The group operates internationally and is exposed to foreign exchange risk arising from various
currency exposures, primarily with respect to movements between Sterling, US Dollars, Euros,
Australian Dollars, Hong Kong Dollars and Japanese Yen. The group manages its exposure to
movements in foreign exchange by matching payments with income in the same currency where
possible. The asset-based lending facility is also denominated in each of these currencies. The
group does not make use of forward foreign exchange contracts and therefore at year end do not
have any outstanding forward foreign exchange contracts (31 January 2021: £Nil).
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M atc h eSfa s h i O n L i m ited Company Registration No. 02717838 (United Kingdom)

Notes to the financial statements for the year ended
31 January 2022 (continued)
21. Financial risk management (continued)

(d) Foreign exchange risk (continued)

The group’s exposure to foreign currency risk at the end of the reporting period, expressed in local
currency units, was as follows: .

usD EUR JPY HKD AUD
$'000 €'000 ¥'000 HKD’000 AUD’000
31 January 2022
Trade and other receivables 1,124 623 - 250 -
Cash and cash equivalents 2,739 6,034 98,680 10,880 2,242
Trade and other payables (7,747) (12,657) (6,398) (327) (801)
31 January 2021
Trade and other receivables 366 6,200 - 2,424 32
Cash and cash equivalents 3,139 2,687 52,712 6,347 1,181
Trade and other payables (2,068) (10,597) (2,321) (807) (165)

The aggregate net foreign exchange losses recognised in the income statement were:

Year ended Year ended

31 January 31 January

2022 2021

£000 £000

Net foreign exchange loss included in cost of sales (189) (1,216)

(e) Capital management

The group’s objectives when managing capital are to safeguard their ability to continue as a going
concern, so that they can continue to provide returns for shareholders and benefits for other
stakeholders; and to maintain an optimal capital structure to reduce the cost of capital. in order to
maintain or adjust the capital structure, the group might issue new shares, refinance existing debt or
take on new debt. ‘

The group’s capital is summarised as follows:

31 January 31 January

2022 2021

£000 £000

Net debt , 18,671 54,353
Total equity 56,256 37,225
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Matchesfashion Limited

Notes to the financial statements for the year ended

31 January 2022 (continued)

22. Related party transactions

There were no related party transactions during the year (year ended 31 January 2021: Nil).

The company has taken advantage of the exemption under FRS 101 to disclose transactions with
wholly owned subsidiaries. :

23. Contingent liabilities

The group has contingent liabilities in the form of bank guarantees for supplier and duty payments
to the value of £0.8 million (31 January 2021: £0.2 million) provided by its bank. The group has

implemented a Customs Warehouse. The contingent liability for deferred duty at 31 January 2022
was £1.7 million (31 January 2021: £0.8 million).

24, Ultimate controlling party

The immediate parent undertaking is MF Bidco Limited, a company incorporated in England and
Wales.

The ultimate parent undertaking is MF Topholdings Sarl, a company incorporated in Luxembourg.

MF Topholdings Sarl is also the ultimate controlling party over the company by virtue of his

Company Registration No. 02717838 (United Kingdom)

controlling interest in the shareholding of the company.

25. Subsidiaries and related undertakings

Name Address of registered office Nature of Direct
business holdings
. 251 Little Falls Drive, Wilmington, New Luxury clothing 100% ordinary
Matchesfashion Inc. Castle County, Delaware 19808 retailer shares
Matchesfashion.com 13/F East Town Building, 41 Lockhart Customer 100% ordinary
Hong Kong Limited Road, Wan Chai, Hong Kong service shares
el o .
Matchesfashion GmbH Schwanthalerstrasse 73, 80336 Munich Non-trading 100% ordinary
company shares
. Hoogoorddreff 15, Amsterdam, 1101 Luxury clothing 100% ordinary
Matchesfashion B.V. BA, Netherlands retailer shares

All the above subsidiaries are included in the consolidation.

47



DocuSign Envelope ID: 44CA34E0-28C2-4582-8998-064 1A4F7D2E1

M atC h e Sfas h i O n L i m ited Company Registration No. 02717838 (United Kingdom)

Notes to the financial statements for the year ended
31 January 2022 (continued)

26. Post balance sheet events

In April 2022:

a) the company issued equity to its immediate parent company, MF Bidco Limited, for cash
consideration of £40 million to improve the liquidity position of the group and to fund future
growth; .

b) the group secured a covenant waiver in respect of the quarter ending 31 January 2022, prior
to the financial covenant being reported and tested, and further waivers were also obtained
in respect of the financial covenant testing for the quarters ending April, July and October
2022 (see note 1b) and agreed an exit fee payable on both the term loan and senior loan
notes; and

c) the group extended the ABL facility until the earlier of 5 November 2023 or the relocation
of the group’s main distribution centre outside the United Kingdom. As outlined in note 16
the terms of the ABL were also amended.

27. Conversion to IFRS

Group and company
The key changes resulting from the company and the group’s transition to IFRS were as follows:
e the accounting for leases by bringing the liability, and related asset, onto the statement of
financial position and replacing the rental expense with depreciation and an interest cost;
¢ no longer depreciating the goodwill balance and instead performing an annual impairment
review; :
o the reclassification of discounts previously included as costs into revenue; and
¢ the splitting of the refund accrual between assets and liabilities.

There was no impact on cash arising from the transition to IFRS. The key difference in the
presentation of the consolidated statement of cash flows is that operating lease payments previously
shown within loss for the year are now shown within financing activities and split between interest
and principal payments.

The group headed by Matchesfashion Limited transitioned to IFRS after its parent company, MF
Topco Limited, and has taken the option allowed under IFRS 1.D19(a) that where a subsidiary
transitions to IFRS later than its parent, the subsidiary can use the parent’s transition date to
measure assets and liabilities at its own transition. Therefore whilst the group, and company's,
transition date is 1 February 2020, all assets and liabilities have been measured using a transition
date of 1 February 2019.
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M atc h eSfaS h i O n Li m ited Company Registration No. 02717838 (United Kingdom)

Notes to the financial statements for the year ended
31 January 2022 (continued)

27. Conversion to IFRS (continued)

Consolidated Statement of Financial Position as at
1 February 2020

As previously stated Effect of transition
1 February 2020 1 February 2020 1 February 2020
£000 £000 £000
Non-current assets
Property, plant and
equipmzn? 16,710 - 16,710
Right-of-use asset - 26,079 26,079
Intangible assets 1,065 - 1,065
Trade and other receivables - 546 546
17,775 26,625 44,400
Current assets
Inventories 144,151 - 144,151
Trade and other receivables 14,101 2,326 16,427
Current tax assets ' - 975 975
Cash and cash equivalents 14,086 - 14,086
. 172,338 3,301 175,639
Total assets 190,113 29,926 220,039
Current liabilities
Trade and other payables (158,888) 840 (158,048)
Current tax liabilities - (209) (209)
Lease liabilities - (5,804) (5,804)
(158,888) (5,173) (164,061)
Non-current liabilities
Lease liabilities - (27,087) (27,087)
Provisions (1,779) - (1,779)
(1,779) (27,087) (28,866)
Total liabilities (160,667) (32,260) (192,927)
Net assets 29,446 (2,334) 27,112
Equity
Called up share capital 69 - 69
Share premium account 14,640 - 14,640
Retained earnings 14,737 . . (2,334) 12,403

29,446 (2,334) 27,112
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Notes to the financial statements for the year ended
31 January 2022 (continued)

27. Conversion to IFRS (continued)

Consolidated Statement of Financial Position as at
31 January 2021

As previously stated Effect of transition
31 January 2021 31 January 2021 31 January 2021

£000 £000 £000
Non-current assets
Property, plant and
equipment , 12,963 - 12,963
Right-of-use asset - 20,871 20,871
Intangible assets 528 - - 528
Trade and other receivables - 750 _ 750
: 13,491 21,621 35,112
Current assets
Inventories . 79,583 - 79,583
Trade and other receivables - 28,458 2,515 30,973
Current tax assets - 379 379
Cash and cash equivalents 6,564 - 6,564
114,605 2,894 117,499
Total assets - 128,096 24,515 152,611
Current liabilities
Trade and other payables (85,120) 187 (84,933)
Current tax liabilities - - -
Lease liabilities - _ (5,982) (5,982)
(85,120) (5,795) (90,915)
Non-current liabilities '
Lease liabilities - (21,105) (21,105)
Provisions (5,097) 1,731 (3,366)
(5,097) (19,374) (24,471)
Total liabilities (90,217) (25,169) (115,386)
Net assets 37,879 (654) 37,225
Equity
Called up share capital 69 - 69
Share premium account 59,640 - 59,640
Accumulated losses (21,830) (654) (22,484)

37,879 (654) 37,225
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Notes to the financial statements for the year ended
31 January 2022 (continued)

27. Conversion to IFRS (continued)

Consolidated Statement of Comprehensive Income for the year ended
31 January 2021

As previously Effect of

stated transition
Year ended Year ended Year ended
31 January 31 January 31 January
2021 2021 2021
£000 £000 £000
Revenue - 392,054 (1,111) 390,943
Cost of sales (269,739) - (269,739)
Gross profit 122,315 (1,111) 121,204
Distribution costs (68,851) 1,111 (67,740)
Administrative expenses (90,414) 3,482 (86,932)
Other operating income 2,246 - 2,246
Operating loss (34,704) 3,482 (31,222)
Finance costs (1,863) (1,802) (3,665)
Loss before income tax (36,567) 1,680 (34,887)
Income tax credit - - : -
Loss for the financial year (36,567) 1,680 (34,887)
Other comprehensive result - - -
Total comprehensive loss for the (36,567) 1,680 (34,887)

financial year
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Notes to the financial statements for the year ended
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27. Conversion to IFRS (continued)

Company Statement of Financial Position as at
1 February 2020

As previously stated Effect of transition
1 February 2020 1 February 2020 1 February 2020
£000 £000 £000
Non-current assets
Property, plant and
. qu‘i’pmgnﬁ’ 16,410 - 16,410
Right-of-use asset - 26,079 26,079
Intangible assets 1,065 - 1,065
Trade and other receivables - - 546 546
Investments _ - - -
17,475 26,625 44,100
Current assets
Inventories 144,151 - 144,151
Trade and other receivables 13,843 2,326 16,169
Current tax assets - 975 975
Cash and cash equivalents 13,946 - 13,946
171,940 3,301 175,241
Total assets 189,415 29,926 219,341
Current liabilities
Trade and other payables (159,831) 839 (158,992)
Current tax liabilities - -(209) (209)
Lease liabilities - (5,804) (5,804)
(159,831) (5,174) (165,005)
Non-current liabilities
Lease liabilities - (27,087) ~ (27,087)
Provisions (1,779) - (1,779)
(1,779) (27,087) (28,866)
Total liabilities (161,610) (32,261) (193,871)
Net assets 27,805 (2,335) 25,470
Equity
Called up share capital 69 - 69
Share premium account 14,640 - 14,640
Retained earnings 13,096 (2,335) 10,761

27,805 (2,335) 25,470
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27. Conversion to IFRS (continued)

Company Statement of Financial Position as at
31 January 2021

As previously stated Effect of transition
31 January 2021 31 January 2021 31 January 2021

£000 £000 £000
Non-current assets
Property, plant and
o quri)p iy 12,916 - 12,916
Right-of-use asset - 20,871 20,871
Intangible assets 528 - 528
Trade and other receivables - 750 750
Investments 23 - 23
13,467 21,621 35,088
Current assets
Inventories 79,583 - 79,583
Trade and other receivables 26,444 2,677 29,121
Current tax assets - 217 217
Cash and cash equivalents 6,235 - 6,235
112,262 2,894 115,156
‘Total assets 125,729 24,515 150,244
Current liabilities
Trade and other payables (84,990) 187 (84,803)
Current tax liabilities - - -
Lease liabilities - - (5,982) (5,982)
(84,990) (5,795) (90,785)
Non-current liabilities
Lease liabilities - (21,105) (21,105)
Provisions (56,097) 1,731 (3,366)
(5,097) (19,374) (24,471)
Total liabilities (90,087) (25,169) (115,256)
Net assets 35,642 (654) 34,988
Equity
Called up share capital 69 - 69
Share premium account 59,640 - 59,640
Retained earnings (24,067) (654) (24,721)

35,642 (654) 34,988
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