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Success Bidco 2 Limited

Strategic report for the year ended 31 December 2019

The directors present the strategic report for the group and company for the year ended 31 December 2019. These
financial statements consolidate the results of Success Bidco 2 Limited and its subsidiaries for the year ended to
31 December 2019.

Principal activities and review of the business

Success Bideo 2 Limited is a holding company, which indirectly holds 100% of the Mayborn Group of
companies. The company is a wholly owned subsidiary of Shanghai Jahwa United Co., Ltd, a personal care
company, quoted on the Shanghai stock exchange, which is itself controlled by Ping An Insurance (Group)
Company of China Limited, a large Chinese insurance company.

The group’s principal activities are the design, manufacture and distribution of baby feeding, hygiene, sleep time
and accessory products. The principal activity of the company is to carry on the business of a holding company.
The directors do not anticipate any changes to this in the future.

The Group has recorded Revenue of £193,376,000 up 4.4% on 2018, demonstrating the continued demand for
the Groups product. Net assets of the Group stand at £196,663,000 (2018: £183,024,000).

During 2019 the Group continued to develop its businesses in the UK, China, Europe, Asia, Australia and North
America by expanding distribution, developing new innovative products and improving awareness of the brand.
[n January 2020, the Group acquired the trade of the distributor in Germany and has taken direct control of that
market.

Business environment, principal risks and uncertainties

The group cperates in the baby accessories sector, with the Tommee Tippee brand of feeding, comfort and
hygiene products and the Gro brand of sleep; both are leading brands in a number of markets. Quality and
reliability of product and brand reputation is critical in this sector and the group has in place robust processes to
mitigate this risk by ensuring high quality standards are maintained.

The market is fragmented but is expected to consolidate over the next few years driven by the cost of developing
and launching new products and costs of satisfying the requirements of sophisticated consumers shopping both
online and in store.

The retail channels for the baby accessories sector continue to evolve, with consumers continuing to move online.
There continues to be challenges for our retail partners on the high street and we are working closely with these
partners to mitigate any risks this may present. In response to this, the group has established a multi-channel
strategy which will enable it to become one of the few branded baby product suppliers with the range and ability
to service all retail channels, regardless of where the consumer decides to shop.

The global Covid-19 pandemic and the associated quarantines put in place by the UK and other governments
present significant challenges to the retail sector both in securing supply chains and in store closures and reduced
toot tall in those stores which remain open. The group is well placed to adapt to these challenges, having control
of its own supply chain and access to a wide range of retail channels, with the digital market in particular
continuing to trade strongly. The recent launch of the group’s own Direct to Consumer website has provided
another route to this market. The strength of the group’s balance sheet reserves means that even under severe
downside modelling there is no liquidity risk to the group.

The group’s overriding strategy is to achieve attractive and sustainable growth and returns through its leadership
in established markets and its challenger position in its newer markets.



Success Bidco 2 Limited

Strategic report for the year ended 31 December 2019 (continued)

Business environment, principal risks and uncertainties (continued)
There are three key elements to the group’s growth strategy. They are:

»  Accelerate growth through increasing depth and breadth of distribution within existing channels and
with existing customers;

e Drive innovation threugh high quality products that deliver unique benefits to mother and baby,
supported by creative brand communications;

e  Drive supply chain efticiencies through new product development and value engineering,.

The group continues to invest in the creation, research, design and development of products to ensure that they
remain innovative and functionally superior to those of our competitors and that they deliver our category plan.

Financial risks and their management are discussed in the directors’ report. The main risks focus on Liquidity,
Foreign Exchange, Credit and Interest Rate risks. These are all managed effectively by the Board and
Management Team. The Group look to take mitigating actions and interventions to minimise these risks. All the
risks are continually assessed and reviewed.

Section 172(1) statement

The Directors are aware of their duty under s.172 of the Companies Act 2006 to act in the way which they
consider, in good faith, would be most likely to promote the success of the group for the benefit of its members
as a whole and, in doing so, to have regard (amongst other matters) to:

* The interests of the group's employees;
* The need to foster the group’s relationships with suppliers, customers and others;
s The impact of the group’s operations on thc community and the environment; and

e The desirability of the group maintaining a reputation for high standards of busincss conduct.

The Directors actively review the strategic direction of the group on an annual basis, and the group operates to
a 5 year strategic plan which was originally defined in 2017, and is refined each year to reflect changing
circumstances and dircction. The board is composed of experienced directors, being the Chief Executive
Officer and Chicef Financial Officer of the group, and their decision making process is based on monthly
meetings of the executive team, supported by comprehensive management information. The involvement of the
full executive team means that all stakchelders such as customers and employces arc appropriately represented
and considered in the decision making process. The Directors are not of the view that any decisions made in
the current year represent such a change in stralegic direction that they should be considered Principal
decisions.



Success Bidco 2 Limited

Strategic report for the year ended 31 December 2019 (continued)

Emplovees

The directors regularly present all staff with information on group performance and strategic objectives at
quarterly Team Briefings. Individual teams are informed and briefed on departmental objectives by their line
manager. Team Briefings include an opportunity for employees to provide feedback or questions to the
directors, and the group carrics out regular employee surveys to ensurc that the views of ecmployees can be
taken into account. Further information on the group’s employee policies is contained within the Directors’
report.

Environment

The group is developing a corporate social responsibility strategy that sets the overall aim to be
environmentally responsible and a great place to work. During 2019 initiatives have begun to reduce the use
of single use plastic products within the group’s operations.

Community Engagement

Over the past year the group continued to engage with a number of charities working to make parent’s lives
better, including our longstanding rclationship with the Lullaby Trust, who work to reduce the impact of
Sudden Infant Death Syndrome.

Health and safety at work

Work aimed at further developing and robustly implementing the group’s integrated safety management
system has continued throughout the year. We continue to have a strong record across our manufacturing
facilities, and are committed to maintain and improve standard in this area.

Customer Expericnce
As a key clement of our strategy, the Customer Experience is a fundamental aspect of our aim to be the world’s
best loved baby company. We continue to invest significantly in the development of innovative new products

which are designed to improve the parenting expericnce.

Key performance indicators (“KPIs”)
The directors believe that the key performance indicators are revenue growth and prefitability growth.

Revenue reported for the year was £193.4m (2018: £185.3m) and profit after tax was £12.0m (2018: £8.5m).

On behalf of the board

James Taylor
Director
30 April 2020



Success Bidco 2 Limited

Directors’ report for the year ended 31 December 2019

The directors present their report and the audited consolidated financial statements of the group and company
for the year ended 31 December 2019,

Results and dividends
The results for the group show profit after tax was £12.0m (2018: £8.5m) for the year to 31 December on sales

of £193.4m. Net cash generated from operating activities for the year was £21.6m (2018: £22.1m). As at 31
December 2019 the group had cash on balance sheet of £44.0m (2018: £30.3m). The directors do not

recommend the payment of a dividend.

Future developments

Management are confident that the group will continue to grow in line with its plans. Significant revenue and
profit growth will be maintained, driven by a robust innovation pipeline, continued global distribution and
market share gains, launch of the group’s Direct to Consumer website, and productivity improvements. Further
detail is containcd within the Strategic report.

Employees training and development
We have consistently sought to recruit and retain the best employees in order to provide and cxceed the service

levels which our customers expect. The Board firmly believes that our employees are the foundation on which
the group’s success 1s built,

The group is committed to employment policies which follow best practice, based on equal opportunities for
all employces, irrespective of sex, race, colour, disability or marital status and offers appropriate training and
career development for disabled staff. 1f members of staff become disabled, the group continues employment

wherever possible.

The group is comumitted to providing employees with information on matters of concern to them on a regular
basis, so that the views of employees can be taken into account when making decisions that are likely to affect
their interests. Further information on this is contained within the strategic report.

Research and development
The group continues to invest in the creation, rescarch, design and development of products to ensure that they

remain innovative and functionally superior to those of our competitors and that they deliver category
enhancing value to the consumer. Costs of rescarch are expensed as incurred and development costs
capitalised.

Going concern
The directors are of the opinion that the financial statements should be prepared on a going concern basis, In

forming this opinion, the Board has considered forecasts prepared in light of the information currently known
about the Covid-19 pandemic, as well as severe downside scenarios. There remains strong demand for the
group’s products and the majority of the group’s routes to markets remain open as key retailers. The group has
strong balance sheet reserves, and the Board is satisfied that there is no reason to believe that the group’s
current finding and liquidity position is nol sufficient.



Success Bidco 2 Limited

Directors’ report for the year ended 31 December 2019 (continued)

Financial risk management
The group’s operations expose it to a variety of financial risks that include the effects of changes in currency

risk, price risk, credit risk, liquidity risk and interest rate cash flow risk. The group has in place a risk
management programme that seeks to limit the adverse effects on the financial performance of the group by
closely monitoring levels of debt finance.

Given the size of the group, the directors have not delegated the responsibility of monitoring financial risk
management (o a sub-committee of the board. The policics set by the board of directors are implemented by
the group’s finance department.

Currency risk
The group is exposed to foreign exchanges risk as a result of its operations, which include sales and production

facilities in various countries. The group actively manages its primary foreign currency exposure through a
series of structured forward contracts, reviewed and updated on a quarterly basis.

Conmmodily price risk
The group is exposed to commodity price risk as a result of its operations. However, given the size of the

group’s operations, the costs of managing exposure to commodity price risk exceed any potential benefits. The
directors will revisit the appropriateness of this policy should the group’s operations change in size or nature.

Credit risk

The group has implemented policics that require appropriate credit checks on potential customers before sales
are made and credit insurance whencver possible, Where debt finance is utilised, this is subject to pre-approval
by the board of directors and such approval is limited to financial institutions with an investment grade rating
ot betler.

Liguwidity risk
The group is highly cash generative and forward looking cash flows indicate that the group is well funded with
very low liquidity risk.

Interest rate cash flow risk

The group’s senior debt interest payable is calculated with reference to LIBOR. The group has taken out
interest rate hedging on 75% (2018: 75%) of the senior debt balance to manage the exposure to interest rate
movements.

Directors
The dircctors who held office during the year and up to the date of signing the financial statements are listed in
the Directors and advisors for the year on page 1.

Reappointment of Auditors

[t is the intention of the directors to reappoint PricewatcrhouseCoopers LLP as auditors for the next financial

year.



Success Bidco 2 Limited

Directors’ report for the year ended 31 December 2019 (continued)

Statement of Directors’ Responsibility in respect of 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 cach financial year, Under that law the
directors have prepared the group financial statements in accordance with International Financial Reporting
Standards (IFRSs) as adopted by the European Union and company financial statements in accordance with
International Financial Reporting Standards (IFRSs) as adopted by the European Union. Under company law
the dircctors 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 less of the group and company for
that year. In preparing the financial statements, the directors ar¢ required to:

. select suitablc accounting policies and then apply them consistently;

- state whether applicable IFRSs as adopted by the European Union have been followced for the group
financial statements and IFRSs as adopted by the European Union have been followed for the company
financial statements, subject to any material departures disclosed and explained in the financial

statcients;
. 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 asscts of the group and company and hence for taking
reasonable steps for the prevention and detection of fraud and other irregularities.

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

In the case of each director in office at the date the Directors’ Report is approved:

= so far as the director is aware, there is no relevant audit information of which the group and company’s
auditors are unaware; and

. they have taken all the steps that they ought to have taken as a director in order to make themselves
aware of any relevant audit information and to establish that the group and company’s auditors are
aware of that information.

On behalf of the board

James Taylor
Director
30 April 2020



Success Bidco 2 Limited

Independent auditors’ report to the members of Success Bidco 2
Limited

Report on the audit of the financial statements

Opinion
In our opinion, Success Bidco 2 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 December
2019 and of the group’s profit and the group’s and the company’s cash flows for the year then ended;
- have been properly prepared in accordance with International Financial Reporting Standards (IFRSs) as

adopted by the European Union and, as regards the company’s financial statements, as applied in
accordance with the provisions of the Companies Act 2006; and
- have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements, included within the Annual report (the “Annual Report™), which
comprise: the Consolidated and Company statements of financial position as at 31 December 2019; the
Congolidated statement of comprehensive income, the Consolidated and Company statements of cash flows,
and the Consolidated and Company statcments of changes in equity for the year then ended; the Statement of
accounting policics; and the notes to the financial statements.

Basis for opinion
We conducted our audit in accordance with Intemational Standards on Auditing (UK) (“ISAs (UK)”) and

applicable law. Our responsibilities under 1SAs (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 requircments 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 cthical responsibilities in accordance with these requirements.

Conclusions relating to geing concern
We have nothing to report in respect of the following matters in relation to which 18As (UK) require us to

report to you where:

. the directors” use of the going concern basis of accounting in the preparation of the financial statements

is not appropriate; or

" the directors have not disclosed in the financial statements any identified material uncertainties that
may cast significant doubt about the group’s and 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.

However, because not all future events or conditions can be predicted. this statement is not a guarantec as to
the group’s and company’s ability to continue as a going concern.



Success Bidco 2 Limited

Independent auditors’ report to the members of Success Bidco 2
Limited (continued)

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 cxtent 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 1dentify an apparent
material inconsistency or material misstatement, we are required to perform proccdures to conclude whether
there is a material misstatement of the financial statements or a material misstaternent of the other information.
If, based on the work we have performed, we conclude that there is 2 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 the responsibilities deseribed above and our work undertaken in the course of the audit, ISAs (UK)
require 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 December 2019 is consistent with the financial statcments
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 obtaincd in the
coursc 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 cxplaincd more fully in the Statement of Directors’ Responsibility in respect of the Financial Statetnents,

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 prepating the financial statements, the dircctors are responsible (or 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 accounting unless the directors either intend to liquidate the group or the company or to

cease operations, or have no realistic alternative but to do so.



Success Bidco 2 Limited

Independent auditors’ report to the members of Success Bidco 2
Limited (continued)

Auditors’ responsibilities for the audit of the financial statements
QOur 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 [SAs (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
cxpected to influence the cconomic 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 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 purposc. 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 cxpressly agreed by our prior consent in

writing,

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 nol received all the information and explanations we require for our audit; or

= 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.

VAT

Nicholas Cook (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Newrcastle upon Tyne

30 April 2020



Success Bidco 2 Limited

Consolidated statement of comprehensive income for the vear ended
31 December 2019

2019 2018
Notc £°000 £7000
Revenue 1 193,376 185,267
Cost of sales (92,772) (90,832)
Gross Profit 100,604 94,435
Admin expenses (40,530) (39,035)
Exceptional admin expenscs 3 (2,553) (929)
Total admin expenses (43,083) (39,964)
Distribution cost (38,935) {34,397)
Other income 15 119
Operating profit 4 18,601 20,193
Finance costs 5 (9,608) (9,219
Finance income 5 229 186
Profit before taxation 9,222 11,160
Taxation 6 2,794 (2,628)
Profit for the year 12,016 8,532
Other comprehensive (expense)/income, net of tax
Items that will not be reclassified to profit or loss:
Remeasurements on defined benefit pension scheme 7 (448) 224
Tax on items that will not be reclassified to profit or loss 76 (38)
Items that may be subscquently reclassified to profit or loss:
Exchange differences on translation of foreign operations (2,983) 788
Cash flow hedges 868 833
Tax on items that may be subsequently reclassified to profit or loss (146) (142)
Other comprehensive (expense)/ income for the year (2,633) 1,665

Total comprehensive income for the year 9,383 10,197




Success Bidco 2 Limited

Consolidated statement of financial position as at 31 December 2019

2019 2018

Note £°000 £000
Assets
Non-current assets
Property, plant and equipment 8 23,908 13,799
Intangible assets and goodwill 9 284,382 286,334
Deferred tax assets 12 2,660 720
Retirement benefit surplus 7 5,762 5,490
Derivative financial instruments 15 - 366
Other non-current assets 337 483
Total non-current assets 317,049 307,198
Current assets
Inventories 13 23157 22538
Trade and other receivables 14 34,760 37,348
Derivative financial instruments 15 1,240 6
Restricted cash 16 - 4.000
Cash and cash cquivalents 43,984 30319
Total current asscts 103,141 94,211
Total assets 420,190 401,409
Liabilities
Current liabilities
Trade and other payables 17 (57,707) (53.092)
Derivative financial instruments 15 - -
Borrowings 18 (31,253) (31,253)
Total current liabilities (88,960) (84,345)
Net current assets 14,181 9,866
Non-current liabilities
Borrowings 18 (124,370) (123,619}
Deferred tax liabilities 12 (10,197) (10,421)
Total non-current liabilities {134,567) (134,040}
Total liabilities {223,527y (218,385)
Net Assets 196,663 183,024
Equity
Called up share capital 19 160,216 160,216
Capital contribution 20 13,471 9,123
Hedging reserve 1.258 536
Other reserves (3,708) (3,708)
Retained eamings 25426 16,857
Total equity 196,663 183,024




Success Bidco 2 Limited
Consolidated statement of financial position as at 31 December 2019
(continued)

The notes on pages 28 to 66 form an intcgral part of these financial statements. These financial statements on
pages 11 to 66 were approved by the board of directors on 30 April 2020 and were signed on its behalf by

TN
James Taylor -

Director
Success Bidco 2 Limited Registered Number 10110298



Success Bidco 2 Limited

Consolidated statement of changes in equity for the year ended 31

December 2019

Called up Capital Hedging Retained Other
sharc capital Contribution reserve earnings reserve Total equity
£'000 £7000 £7000 £000 £7000 £°000

At 1 January 2018 160,216 5,001 (155) 7,350 (3,708) 168,704
Profit for the year - - - 8,532 - 8,532
Capital contribution
from parent company - 4,122 - - - 4,122
Movement on hedging
reserve - - 833 - - 833
Tax on items that may
be subsequently - - (142) - - (142)
Exchange differences on
translating foreign curren
operations - - - 789 - 789
Remeasurements on
defined benefit pension
scheme - - - 224 - 224
Tax on items that will
not be reclassified to
profit or loss - - - (38 - (38)
At 31 December 20138 160,216 9,123 536 16,857 (3,708) 183,024
Profit for the year - - - 12.016 - 12,016
Capital contribution
from parcnt company _ 4,348 _ - - 4,348
Adoption of IFRS 16 - - - (92) - (92)
Movement on hedging
reserve - - 868 - - 868
Tax on items that may
subsequently be
reclassitied to profit or
loss - - (146) - - (146)
Exchange differences on
translating foreign curren
opetations - - - (2,983) - {2,983)
Remeasurements on
defined benefit pension
scheme - - - (448) - (448)
Tax on items that will
not be reclassified to
profit or loss - - - 76 - 76
At 31 December 2019 160,216 13,471 1,258 25,426 (3,708) 196,663




Success Bidco 2 Limited
Consolidated statement of cash flows for the year ended 31 December 2019

2019 2018

£000 £:000
Cash flows from operating activities:
Profit before taxation 9,222 11,160
Adfustments for:
Depreciation and amortisation 9.821 6,552
Payments into pension scheme in excess of current service cost 535 88
Pension interest less expecled return on scheme asscts (79) {108)
Finance costs 9,608 9,033
Foreign exchange (1,558) 788
Share based payment 2.230 2,230
(Profit)/loss on disposal of fixed assets (13) 77
Changes in working capital:
Decrease/(increase) in inventories {992) (1,732)
Decrease/(increase) in trade and other reccivables 2,257 6,158
Increase/(decrease) in trade and other payables 15 (3.910)
Cash gencerated from operating acfivities 31,046 30,079
Interest paid (6,281) (6,580)
Interest received 279 187
Tax paid (3.405) (1.557)
Net cash generated from operating activities 21,589 22,129
Cash tlows from investing activities:
Purchase of property, plant and equipment (3,400) (5,111)
Proceeds from sale of property, plant and equipment 13 _
Purchase of intangible assets (2,877) (3,274)
Principal element of finance lease (1,8%6) _
Investment in subsidiary net of cash acquired - (2.582)
Decrease/fincrease) in restricted cash 4,000 600
Net cash gencrated from/(used in) investing activities (4,150) (10,367)
Cash flows from financing activities:
Proceeds from bor