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Sweaty Betty Limited

Strategic report
for the year ended 31 December 2017

The directors present their strategic report together with the audited financial statements for the year ended 31
December 2017. The period is 53 weeks versus 52 weeks in 2016.

Results and dividends

Turnover has increased by £8.2m (20.6%) year on year. The income statement is set out on page 9 and shows the
profit for the period. The profit for the period amounted to £1,322,878, an increase of 160% on 2016. The directors
have not recommended a dividend (2016 - £Nil).

The directors are satisfied with the strategic performance of the company and note the ongoing investment into the
business.

Principal activities and business review

The Company's principal activity during the period was the design and sale of Sweaty Betty branded women's
activewear, which is sold through sweatybetty.com (UK, US, Europe and Australia), Sweaty Betty stores in the UK
and concessions in premium department stores.

During the period focus has been maintained on improving the product and enhancing the customer experience.
The online business grew at 40% and five stores were opened (Weybridge, Guilford relocation, York, Chichester
and Carnaby St).

During 2018 continued growth is planned, and the growth focus will move from brick-based expansion to digital.
This shift in focus will position Sweaty Betty for continued long term growth. The Board firmly believes the planned
channel growth will significantly enhance our position as one of the UK's leading women's activewear brands.

We are confident that our continued focus on providing a world class product and an exceptional customer
experience will lead to a successful year in 2018.

Principal risks and uncertainties

The principal risk that could materially affect the business, revenues, operating income, net income, net assets or
liquidity is general economic risk. A positive economic and favourable legislative environment is key to the overall
success of the retail sector in the UK and as a consequence that of Sweaty Betty Limited. Economic conditions
may deter the spending of key customers. However, the Sweaty Betty brand is a premium brand which fills a unique
position in the active and leisure wear market and has proved itself increasingly popular despite economic
uncertainty.

The existence of various financial instruments, primarily loans, cash and trade creditors, exposes the Company to
a number of financial risks, which are described in more detail below. To manage the Company's exposure to these
financial risks, in particular the Company’s exposure to currency risk, the Company enters into a limited number of
derivative transactions including, but not limited to, forward currency contracts. All transactions in derivatives are
undertaken to manage the risks arising from underlying business activities and no transactions of a speculative
nature are undertaken.

The main risks arising from the Company’s financial instruments are market risk, currency risk, liquidity risk, interest
rate risk and credit risk. The directors review and agree policies for managing each of these risks and they are
summarised below. These policies have remained substantially unchanged from previous periods.



Sweaty Betty Limited

Strategic report
for the year ended 31 December 2017 (continued)

Principal risks and uncertainties (continued)

Market risk

Financial market risk encompasses currency risk and interest rate risk. The Company’s policies for managing
interest rate risk are explained along with those for managing cash flow risk in the subsection entitled "interest rate
risk" below.

Currency risk

The Company is exposed to transaction based foreign exchange risk. Transaction exposures, including those
associated with forecast transactions, are hedged when known, principally using forward currency contracts.

Approximately 13% of the Company’s sales are invoiced to customers in currencies other than sterling. These
sales are priced in the currencies of the customers involved.

Approximately 83% of the Company's stock purchases are invoiced to the Company in currencies other than
sterling. The Company's policy is to use forward currency contracts to minimise the risk associated with this
exposure.

Liquidity risk

The Company seeks to manage liquidity risk by regularly forecasting future cashflows and monitor banking facilities
to ensure sufficient funds are available to meet the Company’s financial obligations for the foreseeable future.

Interest rate risk

The Company finances its operations through a mixture of shareholder equity, retained profits and bank borrowings.
The directors envisage no material interest rate exposure to the Company in the short term and will continue to
monitor interest rate risk and its strategy to mitigate any such exposure in the medium term.

Credit risk

The Company'’s principal financial asset is cash. Credit risk associated with cash balances is managed by the
Company monitoring the cashflow on a weekly basis.

Analysis using financial key performance indicators

Directors and managers assess performance and monitor performance indicators at a group level. The Company's
key performance indicators are revenue and margin.

Revenue increased from £39,717,791 to £47,890,052 in the year as a result of strong trading across all channels.
The sales mix includes international sales through web channels and is shown below:

2017 2016
United Kingdom 87% 89%
United States 11% 9%
Rest of World 2% 1%

Gross profit margin has increased to 49.4% (2016: 48.7%).



Sweaty Betty Limited

Strategic report
for the year ended 31 December 2017 (continued)

Going concern

The Company’s business activities, together with the factors likely to affect its future development, performance
and position are set out in the principal activities and business review.

The financial position of the Company has remained strong during the period. Net assets have increased in the
period by £1.3m as set out in the statement of financial position on page 10.

The main financial risks arising from the activities of the Company are set out in the strategic report together with
the Company’s policies and processes for managing these risks.

On 16 December 2016, the Company entered into a bank facility agreement with HSBC Bank plc to provide a
committed £7.5m three year revolving credit facility to replace the previous facility.

The Company has prepared forecasts which take into account possible changes in trading which have been
reviewed by the directors. These forecasts show that the Company should be able to operate within the existing
facilities.

The directors have a reasonable expectation that the Company has adequate resources to continue in operational
existence for the foreseeable future. The directors therefore continue to adopt the going concern basis of
accounting in preparing the annual financial statements for the Company.

Approval

This Strategic Report was approved by order of the Board on

A~ U—os—17

Andrew Merriman
Director



Sweaty Betty Limited

Report of the directors
for the year ended 31 December 2017

The directors present their report together with the audited financial statements for the year ended 31 December
2017,

Directors
The directors of the company during the period and up to the date of signature of the financial statements were:

S Hill-Norton

T L Hill-Norton

E Thornton

J H Owsley

A J Merriman

S P Pickering (appointed 26 January 2017)
S Pofcher (appointed 28 June 2017)

M Farello (resigned 28 June 2017)

Dividends
No dividends were paid during the year (2016: nil).
Matters covered in the strategic report

As permitted by paragraph 1A of schedule 7 to the large and medium sized companies and groups (Accounts and
Reports) regulation 2008, certain matters which are required to be disclosed in the Directors Report have been
omitted as they are included within the Strategic Report. These matters relate to the principle activity and financial
risk.

Employee involvement o

The Company operates a very open structure and encourages the involvement of its employees in its management
through regular team, office and company meetings. The Company operates an employee share scheme and a
number of performance-related pay schemes.

During employment, the Company seeks to work with employees, taking into account their personal circumstances,
to ensure appropriate training, development and advancement opportunities are available to enable them to reach
their full potential.

Disabled persons

The Company will employ disabled persons when they appear to be suitable for a particular vacancy and every
effort is made to ensure that they are given full and fair consideration when such vacancies arise.



Sweaty Betty Limited

Report of the directors
for the year ended 31 December 2017 (continued)

Directors’ responsibilities

The directors are responsible for preparing the strategic report, the directors' report and the financial statements in
accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards and applicable law). Under company law the directors
must not approve the financial statements unless they are satisfied that they give a true and fair view of the state
of affairs of the company and of the profit or loss of the company for that period.

In preparing these financial statements, the directors are required to:
o  select suitable accounting policies and then apply them consistently;
e make judgements and accounting estimates that are reasonable and prudent;

o  state whether applicable UK Accounting Standards have been followed, subject to any material departures
disclosed and explained in the financial statements;

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

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

Auditor
All of the current directors have taken all the steps that they ought to have taken to make themselves aware of any
information needed by the company's auditor for the purposes of their audit and to establish that the auditor is

aware of that information. The directors are not aware of any relevant audit information of which the auditor is
unaware.

BDO LLP have expressed their willingness to continue in office and a resolution to re-appoint them as auditor will
be proposed at the next annual general meeting.
Approval

The Diregtors’ Report was approved by order of the Board on

Andrew Merriman
Director



Sweaty Betty Limited

Independent auditor's report
for the year ended 31 December 2017

Opinion

We have audited the financial statements of Sweaty Betty Limited (“the Company”) for the year ended 31 December
2017 which comprise the Income statement, Statement of financial position, statement of changes in equity and
notes to the financial statements, including a summary of significant accounting policies. The financial reporting
framework that has been applied in their preparation is applicable law and United Kingdom Accounting Standards,
including Financial Reporting Standard 102 The Financial Reporting Standard applicable in the UK and Republic
of Ireland (United Kingdom Generally Accepted Accounting Practice).

In our opinion, the financial statements:

» " give a true:and fair view of the state of the Company's affairs as at 31 December 2017 and of its profit for the
year then ended,;

+ have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice;
and

¢ have been prepared in accordance with the requirements of the Companies Act 2006. -
Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibilities under those standards are further described in the Auditor’s responsibilities for the audit
of the financial statements section of our report. We are independent of the Company in accordance with the ethical
requirements that are relevant to our audit of the financial statements in the UK, including the FRC’s Ethical
Standard, and we have fulfilled our other ethical responsibilities in accordance with these requirements. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us to report
to you where:

e the Directors’ use of the going concern basis of accounting in the preparation of the financial statements is not
appropriate; or

o the Directors have not disclosed in the financial statements any identified material uncertainties that may cast
significant doubt about the Company’s ability to continue to adopt the going concern basis of accounting for a
period of at least twelve months from the date when the financial statements are authorised for issue.

Other information

The Directors are responsible for the other information. The other information comprises the information included
in the annual report, other than the financial statements and our auditor's report thereon. Our opinion on the
financial statements does not cover the other information and, except to the extent otherwise explicitly stated in our
report, we do not express any form of assurance conclusion thereon.

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 such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a material
misstatement in 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 in this regard.



Sweaty Betty Limited

Independent auditor’'s report
for the year ended 31 December 2017 (continued)

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

e the information given in the Strategic report and Directors’ report for the financial year for which the financial
statements are prepared is consistent with the financial statements; and

¢ the Strategic report and Directors’ report have been prepared in accordance with applicable legal requirements.
Matters on which we are required to report by exception

In the light of the knowledge and understanding of the Company and its environment obtained in the course of the
audit, we have not identified material misstatements in the Strategic report and Director’'s report.

We have nothing to report in respect of the following matters in relation to which the Companies Act 2006 requires
us to report to you if, in our opinion;

e adequate accounting records have not been kept, or returns adequate for our audit have not been received
from branches not visited by us; or

¢ the financial statements are not in agreement with the accounting records and returns; or
o certain disclosures of Directors’ remuneration specified by law are not made; or

e we have not received all the information and explanations we require for our audit.
Responsibilities of Directors

As explained more fully in the Directors’ responsibilities statement, the Directors are responsible for the preparation
of the financial statements and for being satisfied that they give a true and fair view, and for such internal control
as the Directors determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

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

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise from fraud or
error and are considered material if, individually or in the aggregate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located at the Financial
Reporting Council's website at:
https://www frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s report.




Sweaty Betty Limited

Independent auditor's report
for the year ended 31 December 2017 (continued)

Use of our report

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

o, LL/

ofhia Michael (Senior Statutory Auditor)
For and on behalf of BDO LLP, statutory auditor

"5 oplowndaoy 201

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



Sweaty Betty Limited

Income statement
for the year ended 31 December 2017

As restated

{note 4)

Period Period

Note ended 31 ended 25

December December

2017 2016

£ £

Turnover 3 47,890,062 39,717,791
Cost of sales ' (24,244,361) (20,386,927)
Gross profit 23,645,691 19,330,864
Administrative expenses (22,176,723) (18,855,066)
Other operating income 69,534 32,068
Operating profit 1,538,502 507,866
(Losses)/gains on foreign exchange contracts 20 (210,976) 2,235
Interest receivable and similar income 5 25,450 A -
interest payable and similar charges 6 (49,007) (956)
Profit on ordinary activities before taxation 7 1,303,969 509,145
Tax credit on profit from ordinary activities 10 18,909 -
Profit for the financial period 1,322,878 509,145

The income statement has been prepared on the basis that all operations are continuing operations. There was no
comprehensive income for 2017 (2016: nil).

The notes on pages 12 to 27 form part of these financial statements.
9



Sweaty Betty Limited

Statement of financial position
at 31 December 2017

Company number 03525806 Note 2017 2017 2016 2016
£ £ £ £
Fixed assets
Intangible assets 11 1,957,897 511,978
Tangible assets 12 4,544,687 3,377,586
6,502,584 3,889,564
Current assets
Stocks 13 7,491,828 4,690,127
Debtors: amounts falling due within one year 14 15,919,711 12,934,950
Cash at bank and in hand 2,787,277 3,041,072
26,198,816 20,666,149
Creditors: amounts falling due
within one year 15 (23,685,110) (16,862,301)
Net current assets 2,513,706 3,803,848
Total assets less current liabilities 9,016,290 7,693,412
Capital and reserves
Called up share capital 17 1,009 1,009
Share premium 17 2,604,017 2,604,017
Profit and loss reserves 17 6,411,264 5,088,386
Shareholders' funds 9,016,290 7,693,412
The financial statements were approved by the Board of Directors and authorised for issue on and

signed on its behalf by:

Mc/(-/\—/"\~ f-09-12

Andrew Merriman
Director

The notes on pages 12 to 27 form part of these financial statements.

10



Sweaty Betty Limited

Statement of changes in equity
for the year ended 31 December 2017

Share Share Proﬁtlzr:si Total

capital premium reserve equity

£ £ £ £

Balance at 27 December 2015 1,009 2,604,017 4,579,241 7,184,267

Period ended 25 December 2016

Profit and total comprehensive income for the period - - 509,145 509,144

Balance at 25 December 2016 1,008 2,604,017 5,088,386 7,693,412
Period ended 31 December 2017 .

Profit and total comprehensive income for the period - - 1,322,878 1,322,879

Balance at 31 December 2017 1,009 2,604,017 6,411,264 9,016,290

The notes on pages 12 to 27 form part of these financial statements.

11



Sweaty Betty Limited

Notes forming part of the financial statements
for the year ended 31 December 2017

1

Accounting policies
Company information

Sweaty Betty Limited is a private company incorporated in England and Wales under the Companies Act. The
address of the registered office is given on the contents page and the nature of the company’s operations and
its principal activities are set out in the strategic report.

Accounting convention

The financial statements have been prepared in accordance with FRS 102 “The Financial Reporting Standard
applicable in the United Kingdom and the Republic of Ireland” (“FRS 102").

The financial statements are prepared in sterling, which is the functional currency of the company. Monetary
amounts in these financial statements are rounded to the nearest £.

The financial statements have been prepared under the historical cost convention modified to include certain
financial instruments at fair value, and are in accordance with applicable accounting standards. The directors
have prepared the financial statements on the going concern basis.

The preparation of accounts in accordance with FRS 102 requires the use of certain critical accounting
estimates. It also requires Company’'s management to exercise judgement in the applying the Company’s
accounting policies (see note 2).

The financial statements are prepared for 53 weeks ended 31 December 2017 (2016 : 52 weeks ended 25
December 2016).

Financial reporting standard 102 — reduced disclosure exemptions

As a result of being a qualifying subsidiary, the company has taken advantage of the following disclosure
exemptions in preparing these financial statements as permitted by FRS 102, The Financial Reporting
Standard applicable in the United Kingdom and the Republic of Ireland:

the requirements of Section 4 Statement of Financial Position paragraph 4.12(a)(iv);
the requirements of Section 7 Statement of Cash Flows;

the requirements of Section 3 Financial Statement Presentation paragraph 3.14(d);

the requirements of Section 11 Financial Instruments paragraphs 11.39 to 11.48A;

the requirements of Section 12 Other Financial Instruments paragraphs 12.26 to 12.29;
the requirements of Section 33 Related Party Disclosures paragraph 33.7.

This information is included in the consolidated financial statements of Lady of Leisure Investco Limited as at
31 December 2017 and these financial statements may be obtained from Companies House, Crown Way,
Cardiff, CF14 3UZ.

The following principle accounting policies have been applied:

12



Sweaty Betty Limited

Notes forming part of the financial statements
for the year ended 31 December 2017 (continued)

1

Accounting policies (continued)
Going concemn
At the time of approving the financial statements, the directors have a reasonable expectation that the
company has adequate resources to continue in operational existence for the foreseeable future. Thus, the
directors continue to adopt the going concern basis of accounting in preparing the financial statements.

Turnover

Turnover is recognised at the fair value of the consideration receivable for sales of goods in the ordinary
course of business and excludes Value Added Tax.

Turnover from own stores and concessions is recognised at the point of sale when the goods have been
provided. Turnover from website activities is recognised on the date that the goods have been despatched.

Intangible fixed assets other than goodwill

Intangible assets are initially recognised at cost and are subsequently measured at cost less accumulated
amortisation and accumulated impairment losses.

Intangible assets are amortised to profit or loss on a straight-line basis over their useful lives, as follows:

Trademarks - Over 20 periods
Website - Over 3 periods

Residual value is calculated on prices prevailing at the reporting date, after estimated costs of disposal, for
the asset as if it were at the age and condition expected at the end of its useful life.

The gain or loss arising on the disposal of an asset is determined as the difference between the sale proceeds
and the carrying value of the asset, and is credited or charged to the income statement.

Tangible fixed assets and depreciation

Tangible fixed assets are initially measured at cost and subsequently measured at cost net of depreciation
and any impairment losses.

Depreciation is provided on all tangible fixed assets except freehold land at rates calculated to write off the
cost of each asset to its estimated residual value over its expected useful life, as follows:

Leasehold property - over 3-7 periods
Fixtures, fittings and equipment - over 3-5 periods

Depreciation is only charged once the asset is available for use within the business.

Residual value is calculated on prices prevailing at the reporting date, after estimated costs of disposal, for
the asset as if it were at the age and condition expected at the end of its useful life.

The gain or loss arising on the disposal of an asset is determined as the difference between the sale proceeds
and the carrying value of the asset, and is credited or charged to the income statement.

13



Sweaty Betty Limited

Notes forming part of the financial statements
for the year ended 31 December 2017 (continued)

1

Accounting policies (continued)
Impairment of fixed assets

At each reporting end date, the company reviews the carrying amounts of its tangible and intangible assets
to determine whether there is any indication that those assets have suffered an impairment loss. If any such
indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the
impairment loss (if any). Where it is not possible to estimate the recoverable amount of an individual asset,
the company estimates the recoverable amount of the cash-generating unit to which the asset belongs.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use,
the estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects
current market assessments of the time value of money and the risks specific to the asset for which the
estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount,
the carrying amount of the asset (or cash-generating unit) is reduced to its recoverable amount. An impairment
loss is recognised immediately in profit or loss, unless the relevant asset is carried at a revalued amount, in
which case the impairment loss is treated as a revaluation decrease.

Recognised impairment losses are reversed if, and only if, the reasons for the impairment loss have ceased
to apply. Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-
generating unit) is increased to the revised estimate of its recoverable amount, but so that the increased
carrying amount does not exceed the carrying amount that would have been determined had no impairment
loss been recognised for the asset (or cash-generating unit) in prior years. A reversal of an impairment loss
is recognised immediately in profit or loss, unless the relevant asset is carried in at a revalued amount, in
which case the reversal of the impairment loss is treated as a revaluation increase.

Stocks

Stocks are valued at the lower of cost and net realisable value, after making due allowance for obsolete and
slow-moving items. Cost is determined using the standard approach. Net realisable value is based upon
estimated selling price less further costs expected to be incurred to completion and disposal.

Leased assets: Lessee

All leases are operating leases. Their annual rentals are charged to profit or loss on a straight-line basis over
the term of the lease.

Rent free periods of other incentives received for entering into an operating lease are accounted for as a
reduction to the expense and are recognised on a straight-line basis over the lease term.

The company has taken advantage of the optional exemption available on transition to FRS 102 which allows
lease incentives on leases entered into before the date of transition to the standard (29 December 2014) to
continue to be charged over the period to the first market rent review rather than the term of lease.

For leases entered into on or after 29 December 2014, reverse premiums and similar incentives received to
enter into operating lease agreements are released to profit or loss over the term of the lease.

Where the company has a legal obligation, a dilapidations provision is created on inception of a lease. These
provisions are a best estimate of the cost required to return leased properties to their original condition upon
termination of the lease. Where the obligation arises from ‘wear and tear’, the provision is accrued as the
‘wear and tear’ occurs.

14



Sweaty Betty Limited

Notes forming part of the financial statements
for the year ended 31 December 2017 (continued)

1

Accounting policies (continued)
Pension costs

The company operates a defined contribution pension scheme for the benefit of its employees. The assets of
the scheme are held separately from those of the company. Contributions payable are charged to the profit
and loss account in the period they are payable.

The company operates a contributory shareholder scheme for the senior management. Contributions payable
are charged to the profit and loss account as they become payable in accordance with the rules of the scheme.

Differences between contributions payable in the year and contributions paid are shown as either accruals or
prepayments on the balance sheet.

Holiday pay accrual

A liability is recognised to the extent of any unused holiday pay entitlement which has accrued at the balance
sheet date and carried forward to future periods. This is measured at the undiscounted salary cost of the
future holiday entitlement so accrued at the balance sheet date.

Current and deferred taxation

The tax expense for the period comprises current and deferred tax. Tax is recognised in profit or loss, except
that a change attributable to an item of income or expense recognised as other comprehensive income or to
an item recognised directly in equity is also recognised in other comprehensive income or directly in equity
respectively. :

The current income tax charge is calculated on the basis of tax rates and laws that have been enacted or
substantively enacted by the reporting date in the countries where the company's subsidiaries operate and
generate taxable income.

Deferred tax balances are recognised in respect of all timing differences that have originated but not reversed
by the balance sheet date, except:

o The recognition of deferred tax assets is limited to the extent that it is probable that they will be recovered
against the reversal of deferred tax liabilities or other future taxable profits;

o Any deferred tax balances are reversed if and when all conditions for retaining associated tax allowances
have been met; and

e Where timing differences relate to interests in subsidiaries, associates, branches and joint ventures and
the company can control their reversal and such reversal is not considered probable in the foreseeable
future.

Deferred tax balances are not recognised in respect of permanent differences except in respect of business
combinations, when deferred tax is recognised on the differences between the fair values of assets acquired
and the future tax deductions available for them and the differences between the fair values of liabilities
acquired and the amount that will be assessed for tax.

Deferred tax is determined using tax rates and laws that have been enacted or substantively enacted by the
reporting date.



Sweaty Betty Limited

Notes forming part of the financial statements
for the year ended 31 December 2017 (continued)

1

Accounting policies (continued)
Foreign currency translation

Transactions in currencies other than the functional currency (foreign currency) are initially recorded at the
exchange rate prevailing on the date of the transaction.

Monetary assets and liabilities denominated in foreign currencies are translated at the rate of exchange ruling
at the reporting date. Non-monetary assets and liabilities denominated in foreign currencies are translated at
the rate ruling at the date or the transaction, or, if the asset or liability is measured at fair value, the rate when
that fair value was determined.

All translation differences are taken to profit or loss, except to the extent that they relate to gains or losses on
non-monetary items recognised in other comprehensive income, when the related translation gain or loss is
also recognised in other comprehensive income.

Financial instruments

The company has elected to apply the provisions of Section 11 ‘Basic Financial Instruments’ and Section 12
‘Other Financial Instruments Issues’ of FRS 102 to all of its financial instruments.

Financial instruments are recognised when the company becomes party to the contractual provisions of the
instrument.

Financial assets and liabilities are offset, with 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.

Basic financial assets

Basic financial assets, which include trade and other debtors and amounts owed by group undertakings, are
initially measured at transaction price including transaction costs and are subsequently carried at amortised
cost using the effective interest method unless the arrangement constitutes a financing transaction, where the
financial asset is measured at the present value of the future receipts discounted at a market rate of interest.

Other financial assets

Derivatives, including forward foreign exchange contracts, are not basic financial instruments. Derivatives are
initially recognised at fair value on the date a derivative contract is entered into and are subsequently re-
measured at their fair value. Changes in the fair value of derivatives are recognised in profit or loss.

Impairment of financial assets
Financial assets are assessed for indicators of impairment at each reporting end date.

Financial assets are impaired where there is objective evidence that, as a result of one or more events that
occurred after the initial recognition of the financial asset, the estimated future cash flows have been affected.
If an asset is impaired, the impairment loss is the difference between the carrying amount and the present
value of the estimated cash flows discounted at the asset’s original effective interest rate. The impairment
loss is recognised in profit or loss.

If there is a decrease in the impairment loss arising from an event occurring after the impairment was
recognised, the impairment is reversed. The reversal is such that the current carrying amount does not exceed
what the carrying amount would have been, had the impairment not previously been recognised. The
impairment reversal is recognised in profit or loss.

16



Sweaty Betty Limited

Notes forming part of the financial statements
for the year ended 31 December 2017 (continued)

1

Accounting policies (continued)

Derecognition of financial assets

Financial assets are derecognised only when the contractual rights to the cash flows from the asset expire or
are settled, or when the company transfers the financial asset and substantially all the risks and rewards of
ownership to another entity, or if some significant risks and rewards of ownership are retained but control of
the asset has transferred to another party that is able to sell the asset in its entirety to an unrelated third party.

Classification of financial liabilities

Financial liabilities and equity instruments are classified according to the substance of the contractual
arrangements entered into. An equity instrument is any contract that evidences a residual interest in the assets
of the company after deducting all of its liabilities.

Basic financial liabilities

Basic financial liabilities, including trade and other creditors and amounts owed to group undertakings, are
initially recognised at transaction price unless the arrangement constitutes a financing transaction, where the
debt instrument is measured at amortised cost, being transaction price less any amounts settled.

Debt instruments are subsequently carried at amortised cost, using the effective interest rate method.

Derecognition of financial liabilities
Financial liabilities are derecognised when, and only when, the company’s contractual obligations are
discharged, cancelled, or they expire.

Equity instruments

Equity instruments issued by the company are recorded at the proceeds received, net of direct issue costs.
Dividends payable on equity instruments are recognised as liabilities once they are no longer at the discretion
of the company.

Share based payments

Where shares/share options are granted to employees, the fair value of the options at the date of grant is
charged to profit or loss over the vesting period. Non money vesting conditions are taken into account by
adjusting the number of equity instruments expected to vest at each balance sheet date so that, ultimately,
the cumulative amount recognised over the vesting period is based on the number of options that eventually
vest. Market conditions are factored into the fair value of options granted. The cumulative expense is not
adjusted for failure to achieve a market vesting conditions.

Reserves

The company's reserves are as follows:

. The share premium account represents consideration received for shares issued above their nominal
value net of transaction costs.

. Profit and loss account represents cumulative profits or losses, net of dividends paid and other
adjustments.
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Sweaty Betty Limited

Notes forming part of the financial statements
for the year ended 31 December 2017 (continued)

Judgements in applying accounting policies and key sources of estimation uncertainty

In the application of the company’s accounting policies, the directors are required to make judgements,
estimates and assumptions about the carrying amount of assets and liabilities that-are not readily apparent
from other sources. The estimates and associated assumptions are based on historical experience and other
factors that are considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised where the revision affects only that
period, or in the period of the revision and future periods where the revision affects both current and future
periods.

Critical judgements and estimates

The company makes estimates and assumptions concerning the future. The resulting accounting estimates
and assumptions will, by definition, seldom equal the related actual resuits. In the directors’ opinion, there
~ are no estimates or judgements which

In preparing these financial statements, the directors have made the following judgements:

e Determine whether there are indicators of impairment of the company's tangible and intangible assets.
Factors taken into consideration in reaching such a decision include the economic viability and expected
future financial performance of the asset and where it is a component of a larger cash-generating unit,
the viability and expected future performance of that unit.

Other key sources of estimation uncertainty

¢ Intangible fixed assets (see note 10)
Intangible assets are amortised over their useful lives taking into account residual values, where
appropriate. The actual lives of the assets and residual values are assessed annually and may vary
depending on a number of factors. Residual value assessments consider issues such as future market
conditions, the remaining life of the asset and projected disposal values.

e Tangible fixed assets (see note 11)
Tangible fixed assets are depreciated over their useful lives taking into account residual values, where
appropriate. The actual lives of the assets and residual values are assessed annually and may vary
depending on a number of factors. Residual value assessments consider issues such as future market
conditions, the remaining life of the asset and projected disposal values.

e Stock and product returns provisions
Provisions held for product returns and the net realisable value of stocks are based on historical data

patterns and judgements. These provisions are reviewed regularly and updated to reflect managements
latest assessments.
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Sweaty Betty Limited

Notes forming part of the financial statements
for the year ended 31 December 2017 (continued)

3

4

5

Turnover

The Company’s turnover, alt of which is derived from its principal activity, is set out below:

Analysis by geographical market
United Kingdom

United States

Rest of World

Restatement

As

restated

(note 4)

2017 2016

£ £
41,818,903 35,540,627
5,205,025 3,702,523
866,124 474 641
47,890,052 39,717,791

Whilst previously the sales returns provisions has been reflected within cost of sales, this year the disclosure
has been adjusted to reflect the entry as a reduction to sales, this has resulted in a reduction to the 2016 sales

figure previously reported of £844k. This has no impact to profit or net assets.

Interest receivable and similar income

Other interest receivable

Interest payable and similar charges

Loan interest
Other interest

19

2017 2016

£ £
25,450 -
25,450 -
2017 2016

£ £
48,055 -
952 956
49,007 956




Sweaty Betty Limited

Notes forming part of the financial statements
for the year ended 31 December 2017 (continued)

Profit on ordinary activities before taxation

This has been arrived at after charging/(crediting):

Amortisation of intangible assets
Depreciation:

- owned fixed assets

Loss/(profit) on disposal of tangible assets
Auditor's remuneration:

- audit

- other non-audit services

Operating lease costs:

- Land and buildings

Stock

- amounts expensed to cost of sales

- impairment losses recognised in cost of sales
Foreign exchange loss

2017

89,431

1,313,306
106,206

3,641,527

14,174,383
203,911
300,122

2016

100,532

1,175,031
(29,244)

3,408,713

11,519,058
336,767
766,807

From January 2016, annual audit fees for the group were borne by the ultimate parent company, Lady of

Leisure Investco Limited.

Employees

Staff costs consist of:

Wages and salaries
Social security costs
Other pension costs

Other pension costs include £49,813 (2016 - £31,735) of unpaid pension contributions at the year end.

The average number of employees (including directors) during
the year was:

Sales staff

Administrative staff
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2017 2016

£ £
8,727,376 7,007,773
680,116 658,825
124,844 108,668
9,532,336 7,775,266
2017 2016
Number Number
172 195

97 79

269 274




Sweaty Betty Limited

Notes forming part of the financial statements
for the year ended 31 December 2017 (continued)

9

9

Directors' remuneration v 2017 2016
£ £

Remuneration for qualifying services 689,321 683,785
Company contributions to money purchase pension schemes 20,086 47,890
709,407 731,675

The number of directors to whom retirement benefits are accruing under defined contribution schemes
amounted to 5 (2016 - 5).

Remuneration disclosed above include the following amounts paid to the highest paid director:

Remuneration for qualifying services 182,642 205,815
Company contributions to money purchase pension schemes 7,672 18,001

Key management personnel are those individuals who have the authority and responsibility for planning,
directing and controlling the activities of the company. The directors are considered to represent the key
management personnel of the company and therefore the directors remuneration represents the
remunerations of key management.

Taxation on profit from ordinary activities

2017 2016
£ £

Deferred tax
Origination and reversal of timing differences (18,909) 18,700
Other short term timing differences - (18,700)
Total deferred tax (18,909) -
Total tax credit for the year (18,909) -
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Sweaty Betty Limited

Notes forming part of the financial statements
for the year ended 31 December 2017 (continued)

10 Taxation on profit from ordinary activities (continued)

Factors affecting current tax credit

The tax assessed for the year is lower (2016 - lower) than the standard rate of corporation tax in the UK. The

differences are explained below:

Profit on ordinary activities before tax

Profit on ordinary activities at the standard rate of corporation tax in the UK of
19.26% (2016 - 20%)

Effects of:

Expenses not deductible for tax purposes

Fixed asset differences

Group relief (claimed)/surrendered

Utilisation of losses upon which no deferred tax was previously recognised
Transfer pricing adjustment

Tax rate differences

Total tax credit for the year

2017 2016
£ £
1,303,969 509,145
251,112 101,829
7,980 5614
32,688 75,316
(31,046) 77,466
(249,078) -
- (243,370)

(30,565) (16,855)
(18,909) -

The company has no estimated losses (2016 - £1,533,547) available for carry forward against future trading

profits.

The company has no unrecognised deferred tax asset at the balance sheet date (2016 - £253,295).
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Sweaty Betty Limited

Notes forming part of the financial statements
for the year ended 31 December 2017 (continued)

11 Intangible assets

Trademarks
and other Website Total
intangibles
£ £ £
Cost
At 26 December 2016 184,433 735,506 919,939
Adjustment (84,545) (152,788) (237,333)
Additions 40,457 1,770,726 1,811,183
At 31 December 2017 140,345 2,353,444 2,493,789
Amortisation
At 26 December 2016 48,235 359,726 407,961
Adjustment - 38,500 38,500
Charge for the period 17,602 71,829 89,431
At 31 December 2017 65,837 470,055 535,892
Net book value
At 31 December 2017 74,508 1,883,389 1,957,897
At 25 December 2016 136,198 375,780 511,978

The amortisation charge for the period is recognised within administrative expenses. Included within intangible
asset additions are £1.7m of work in progress relating to a new website.

During the year a review of the fixed asset and intangible asset registers was completed. As a result fully
depreciated assets no longer in use within the business were removed from the registers and assets appropriately
regrouped within the two categories. On aggregate across intangible and tangible assets there was no impact to
net book value or deprecation charged.
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Sweaty Betty Limited

Notes forming part of the financial statements
for the year ended 31 December 2017 (continued)

Tangible assets

Leasehold Fixtures,
roperty fittings and Total
prop equipment
£ £ £
Cost
At 26 December 2016 4,464,304 5,309,051 9,773,355
Adjustment (263,565) (432,924) (696,489)
Additions 1,052,560 1,245,771 2,298,331
Disposals (301,952) (239,684) (541,636)
At 31 December 2017 4,951,347 5,882,214 10,833,561
Depreciation
At 26 December 2016 2,658,959 3,736,810 6,395,769
Adjustment (278,447) (693,874) (972,321)
Charge for the period 473,598 839,709 1,313,307
Released on disposals (239,029) (208,852) (447,881)
At 31 December 2017 2,615,081 3,673,793 6,288,874
Net book value
At 31 December 2017 2,336,266 2,208,421 4,544,687
At 25 December 2016 1,805,345 1,572,241 3,377,586

For details of the adjustment posted see note 10.
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Sweaty Betty Limited

Notes forming part of the financial statements
for the year ended 31 December 2017 (continued)

13 Stocks
2017 2016
£ £
Finished goods and goods for resale 7,491,828 4,690,126
There is no material difference between the replacement cost of stocks and the amounts stated above.
14 Debtors
2017 2016
£ £
Deferred tax 18,909 -
Trade debtors 2,335,152 2,013,582
Amounts owed by group undertakings 11,522,686 8,966,566
Foreign currency, forward contracts - 86,226
Other debtors 109,458 116,662
Prepayments and accrued income 1,933,506 1,751,914
15,919,711 12,934,950
Other debtors includes £93,000 (2016 - £102,125) for rent deposits over which charges are held.
15 Creditors: amounts falling due within one year
2017 2016
£ £
Trade creditors 3,033,472 4,190,733
Amounts owed to group undertakings 14,843,084 8,579,162
Taxes and social security costs 1,085,121 1,056,064
Other creditors 1,853,786 647,236
Accruals and deferred income 2,745197 2,389,106
Foreign currency, forward contracts 124,750 -
23,685,110
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Sweaty Betty Limited

Notes forming part of the financial statements
for the year ended 31 December 2017 (continued)

16 Deferred taxation

Deferred tax (assets) and liabilities are offset where the company has a legally enforceable right to do so. The
following is the analysis of the deferred tax balances (after offset) for financial reporting purposes:

2017 2016
Balances: £ £
Accelerated capital allowances . (15,269) 12,803
Other short term timing differences (3,640) (5,395)
Tax losses - (7,408)
(18,909) -
17 Share capital 2017 2016
£ £
Allotted, called up and fully paid
10,090 Ordinary shares of 10p each 1,009 1,009

The Company is fully owned by Lady of Leisure Holdings Limited. All shares rank pari passu for voting rights.
During the year, 21,254 shares in the ultimate parent company Lady of Leisure Investco Ltd were issued to
Sweaty Betty employees.

18 Commitments under operating leases

At the reporting date the company had outstanding commitments for minimum lease payments under non-
cancellable operating leases as set out below:

2017 2016
£ £

Operating leases which are due for payment:
Within one year 3,179,427 2,768,320
In two to five years 9,953,591 8,812,685
Over five years 4,388,653 3,915,670

17,621,671 15,496,675
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Notes forming part of the financial statements
for the year ended 31 December 2017 (continued)

19

20

21

22

Ultimate controlling party

Lady of Leisure Holdings Limited, a company incorporated in the UK, is the immediate parent company of
Sweaty Betty Limited.

Lady of Leisure Investco Limited, a company incorporated in the UK, is the ultimate parent company of Sweaty
Betty Limited.

The ultimate controlling party is Catterton Caledonia 1.

Lady of Leisure Investco Limited is the smallest company and largest group for which consolidated accounts
are drawn up. The consolidated accounts for Lady of Leisure Investco Limited are available from Companies
House.

Financial instruments

A proportion of the company’s purchases are sourced overseas. These purchases are priced in Euros and
US Dollars. The company's policy is to eliminate the majority of its currency exposure on purchases as they
fall due for settlement by the use of facilities which have contractually fixed rates and time periods in which
the currency must be purchased. At the balance sheet date, the company’s commitment in respect of these
contractual facilities is £3,588,589 and £5,308,181 respectively (2016 - £7,181,663 and £1,140,207).

As at 31 December 2017 there was a loss of £210,976 in the year (2016 — gain of £2,235) in relation to above
financial instruments which has been recognised in these financial statements.

The facilities provided by the group’s bankers HSBC is a multicurrency revolving facility agreement of £10.5m,
consisting of a guarantee facility of £3m, of which £2.4m was available and unused at 31 December 2017,
and a loan facility of £5m which was available and unused at 31 December 2017, and £2.5m due to become
available on 1 August 2018. The facilities are secured by way of a composite cross guarantee given by all
Lady of Leisure Investco Limited group companies.

Related party transactions

The company has taken advantage of the exemption offered by FRS 102 section 33 ‘Related party
disclosures’ paragraph 33.1A not to disclose transactions with certain group companies on the grounds that
subsidiaries party to the transactions are wholly owned members of the group.

Other financial commitments

Sweaty Betty Limited has the following guarantees in place:
e Guarantee in favour of HSBC of £200,000.
e Guarantee dated 13 February 2014 in favour of 200 Greenwich Avenue LLC for $138,375
e Guarantee dated 19 February 2015 in favour of 168 Fifth Ave. Realty Corp for $286,000
¢ Guarantee dated 31 December 2015 in favour of Madison Thirty Five, LLC for $393,750
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