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C-RETAIL LIMITED

STRATEGIC REPORT
FOR THE PERIOD ENDED 25 APRIL 2020

INTRODUCTION
The directors present their annual strategic report for C-Retail Limited for the period ended 25 April 2020.
BUSINESS REVIEW

The results for the company show a loss before taxation of £66,574,000 (2019: loss of £58,624,000) for the
period. Before exceptional costs the results for the company show an operating loss of £8,785,000 (2079:
profit of £4,640,000), largely driven by the impact of the Covid-19 pandemic as described more below. Gross
profit margin on sales remains consistent year-on-year (2020: 70%, 2019: 68%).

The exceptional costs in the period of £57,161,000 (2019: £60,738,000) are mainly due to store asset
impairments, onerous lease provisions and impairments of amounts owed by group undertakings, as
explained further in note 4.

Turnover for the period was £131,587,000 (2019: £178,871,000). Part of this reduction is the results of a
group-wide discipline of returning to a full price trading stance, as a long-term commitment to brand
protection, against a background of an increasingly promotional high street. Reductions to turnover in the
second half were largely due to Covid-19 forced store closures, where the entire store estate was closed for
five weeks.

This period has seen reduced levels of investment with £1,427,000 (2019: £2,966,000) invested into tangible
fixed assets, reflecting the reduction in new store openings in the period.

The company has net cash reserves of £39,346,000 (2079: £5,529,000) and net liabilities of £63,051,000
(2019: £2,013,000).

Comments on the anticipated future developments of the company can be found in the directors’ report.
COVID-19

This financial year witnessed extraordinary events caused by the Covid-19 pandemic, which has had a
substantial impact on a wide range of businesses and on the retail sector in particular. The welfare, health
and safety of our stakeholders, and in particular our colleagues and our customers, has been our top priority,
while taking decisive actions to protect the Group and its long-term financial position.

On 18 March 2020, in line with global government advice, we announced that we had closed 78 stores in
Europe and that the previously advised financial guidance given by the Group on 10 January 2020 was to
be withdrawn. By 22 March 2020, all Superdry stores in the UK, Europe and in the USA had been closed.
We closed our Cheltenham head office on 23 March 2020 and those head office colleagues who had not
been furloughed continued to work from home, fully supported by our IT team. We continued to trade online
throughout the lockdown period, with effective operations continuing in our Distribution Centres with ali
appropriate measures taken to ensure the health and safety of our staff, while allowing us to continue to
serve our customers.

By the end of June 2020, following local government guidance, after carrying out appropriate risk and health
and safety assessments, and in consultation with colleagues, nearly all of our stores had reopened (the main
exceptions being airports and a small number of our US stores). Since reopening stores in June 2020 there
has been a series of localised and national lockdown measures resulting in store closures both in the UK
and Europe, which are continuing to cause disruption to trade to both the company and wider group.

Covid-19 s likely to continue to impact global economies, consumer demand, shopping patterns and working
practices. Management will continue to monitor events and adapt accordingly, investing in our Ecommerce
channel to maximise consumer demand changes, change store layouts to accommodate social distancing,
ensure safe working practices in all of our operations and continue to review future head office requirements
and working from home routines. The closure of stores periodically in FY21 and the uncertainty of consumer
demand through our seasonat peak period is likely to impact FY21 results.
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C-RETAIL LIMITED

STRATEGIC REPORT
FOR THE PERIOD ENDED 25 APRIL 2020

PRINCIPAL RISKS AND UNCERTAINTIES

From the perspective of the company, the principal risks and uncertainties are integrated with the principal
risks of the group and are not managed separately. Accordingly, the principal risks and uncertainties of
Superdry Plc, which include those of the company, are disclosed on pages 42 to 50 of the group’s 2020
Annual Report which does not form part of this report.

BREXIT

The Brexit withdrawal agreement was signed on 24 January 2020 and the UK exited the EU on 31 January
--2020: An EU-UK Trade and Cooperation Agreement was provisionally signed on-30-December 2020 -before- —- - ——
the transition period ended on 31 December 2020.

The Brexit response of C-Retail Limited forms part of the response led by the wider Superdry Plc group
(‘Group’). The Group formed a Brexit working group, chaired by a member of the Executive Committee with
input from specialists and representation from each business area, to specifically consider the impact of
Brexit on the business.

Until there is certainty on the impact of the EU-UK Trade and Cooperation Agreement, the Group will
continue to model worst case scenarios and monitor ongoing trends, in order to prioritise actions to mitigate
risks.

The Group considers the following risks to be most relevant to Superdry:

s Potential increase of import duties on imports from suppliers outside the EU (in particular Turkey);
Frontier delays at the UK/EU border causing customs delays on imports of stock;
Potential volatility in the value of Sterling and the impact on UK markets and Superdry cost base;
Delays on shipments to EU customers from the UK and impact on availability in distribution centres;
Potential loss of harmonised rights in EU on intellectual property; and
Restriction on mobility of labour within the EU and loss of key personnel.

The Group believes however that the risks arising are partly mitigated by the following factors:

. Less than 30% of Global brand revenue is now generated in the UK;

o  We operate three distribution centres, including one in Belgium, one in the US and one in the UK.
Mitigating actions could be taken such that only UK destined stock needs to be imported into the UK;
and

e  We have a diversified supplier base in, but not restricted to, Turkey, China and India.

FINANCIAL KEY PERFORMANCE INDICATORS

The directors of Superdry Plc manage the group’s operations on a segmental basis. For this reason, the
company's directors believe that analysis using key performance indicators for the company is not necessary
or appropriate for an understanding of the development, performance or position of the business of C-Retail
Limited. The development, performance and position of the retail segment of Superdry Plc, which includes
the company, is discussed on pages 32 to 33 of the group’s 2020 Annual Report which does not form part
of this report.
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C-RETAIL LIMITED

STRATEGIC REPORT
FOR THE PERIOD ENDED 25 APRIL 2020

SECTION 172(1) STATEMENT

Section 172 of the Companies Act 2006 requires a director of a company to act in a way he or she considers,
in good faith, would most likely promote the success of the company for the benefit of its members as a
whole.

We recognise that Superdry is run for the benefit of shareholders, but that the long-term success of the
Group is reliant on the fostering and nurturing of relationships with a variety of stakeholders and the regular
consideration of the impact of the Group’s activities on them. The Board considers all relevant factors and
stakeholders in deciding on a course of action that is most likely to result in sustainable success for all
shareholders.

Stakeholder interests are not always aligned and, on some occasions, it is necessary for the Board to
prioritise the needs of one stakeholder group over another. With that in mind, we have identified our
stakeholders, what matters to them and how we engage with them, to facilitate the regular consideration of
stakeholders in Board discussions and decision making. Consideration of the impact that the Group and its
operations has on all stakeholders is central to the culture and values of Superdry

We have identified our stakeholders as being: shareholders, consumers, trade customers, the community
and wider society, government and regulators, the media, the environment, our suppliers and colleagues.

Our stakeholder table is reviewed and considered on an annual basis as part of our governance
arrangements. Our Board and Committee Chairs and Executive Committee ensure that the stakeholder
perspective is discussed in the consideration of matters relevant to stakeholder groups. All Board and
Committee decision making that impacts stakeholders is noted in a central stakeholder consideration table
to record stakeholder discussions. Board decision making takes place with reference to the Group’s risk
management framework, including its principal risks and uncertainties

The below stakeholder engagement table illustrates some of the key ways in which the directors consider
and interact with our stakeholders:

Stakeholder Key considerations Engagement activities

Shareholders Investment value, results, Involvement in Annua! General Meetings,
strategy, corporate governance | meeting with investors, stock market news, and
and transparency director engagement with our Investor Relations

and Company Secretariat teams

Consumers and Product design and quality, Contact with store colleagues and customer

trade customers | value for money, availability, service teams, satisfaction surveys, supplier
sustainability, good customer conferences social media and direct contact
service

Community and Charitable donations and Family and friends events, work placements,

wider society support, local sponsorship, jobs, charitable support, Invictus games support,
environment impact, media coverage
sustainability

Government and | Corporate governance, Meetings, briefings and consultations, dialogue

regulators compliance, health & safety, with trade bodies, specialist advisors
environment and sustainability

Media Stories, reports and regular New releases, stock market announcements,
communication interviews, visits and social media

Environment Information on climate change Sustainability reporting, engagement with organic
impact, pollution rates, cotton farmers, dialogue with specialist advisors
sustainable practices, organic
cotton production

Suppliers Fair terms, payment, Supplier conferences, face to face engagement
communication, success of the at meetings and visits
business, anti-bribery, ethical
behaviour
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C-RETAIL LIMITED

STRATEGIC REPORT
FOR THE PERIOD ENDED 25 APRIL 2020

Stakeholder Key considerations Engagement activities

Colleagues Working conditions and rights, Superdry Voice groups, staff engagement
remuneration, health and safety, | surveys, Intranet sites, regular colleague
training and development, communications, biannual appraisals, training
diversity and inclusivity, Academy and talent frameworks
leadership, communication

For details on some of the specific engagements that take place with the company’s stakeholders, and how
the directors have considered each of the relevant stakeholders, see pages 24 to 27 of the group ] 2020
- = Annual-Report which-does not-form-part of thisreport. - ‘ T

This report was approved by the board on 19 February 2021 and signed on its behalf.

Ruth Daniels
Director
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C-RETAIL LIMITED

DIRECTORS’ REPORT
FOR THE PERIOD ENDED 25 APRIL 2020

The directors present their Annual report and the audited financial statements for the 52-week period ended
25 April 2020.

RESULTS AND DIVIDENDS
The loss for the financial period amounted to £61,411,000 (2079: £55,734,000). Gross margin has increased
by 200bps year-on-year to 70% (2019: 68%) as a result of the group utilising a limited risk distributor model!,

which sees the cost of sales into the company flexed to guarantee the overall operating margin.

The directors did not recommend a dividend (2079: nil) (note 22), and no further dividends subsequent to

- the period end have been proposed. - -~ -

FUTURE DEVELOPMENTS

Global retail markets are expected to remain highly competitive and the consumer outlook continues to be
uncertain, including the impact of Brexit and the ongoing Covid-19 pandemic.

As described in the Brexit section on page 2, whilst a trade agreement has been signed between the UK
and EU, the impact of this agreement is still uncertain, and a number of risks to future operations still exist,
which are being actively managed by the Group’s Brexit working group.

There is no way of accurately predicting the extent of the future interruption to sales as a result of the Covid-
19 pandemic. As described in Going Concern section on pages 7 to 10, there has been continued disruption
on trading since March 2020 as a result of regional lockdowns and social distancing restrictions, which is
expected to continue until at least March 2021. Our main priorities in the short-term continue to be the health
and welfare of our staff, customers and suppliers, as well as maintaining a tight control of cash.

Given the scale of the trading downturn in the current period, management views the coming year as a year
of reset, both operationally for the brand and financially, creating a platform from which Superdry can return
to long-term profit growth.

FINANCIAL RISK MANAGEMENT

The company's activities expose it to a variety of financial risks including: market risk (including fixed interest
rate risk and cash flow interest rate risk), credit risk and liquidity risk. From the perspective of the company,
the financial risk management is managed at a group level within Superdry Plc and not managed separately.
Accordingly, the financial risk management policies of Superdry Plc, which include those financial risks of
the company, are disclosed on pages 169 to 173 of the group’s 2020 Annual Report.

DIRECTORS, SECRETARY AND THEIR INTERESTS
The directors who served throughout the period, except as noted, were as follows:

Edward Barker (resigned 25 July 2019)

Simon Callander (resigned 15 January 2020)

Julian Dunkerton (appointed 30 July 2019)

Nicholas Gresham (appointed 27 June 2019, resigned 15 October 2020)
Euan Sutherland (resigned 27 June 2019)

Ruth Daniels (appointed 3 February 2020)

The company secretary who served during the year was Ruth Daniels (appointed 3 February 2020, resigned
16 December 2020).

There were no changes in shareholdings between 25 April 2020 and the date of signing the financial
statements. The directors, in accordance with the Articles of Association, are not required to retire by rotation.

Page |5



C-RETAIL LIMITED

DIRECTORS’ REPORT
FOR THE PERIOD ENDED 25 APRIL 2020

DIRECTORS, SECRETARY AND THEIR INTERESTS (continued)

With the exception of Julian Dunkerton (15,172,105 shares in Superdry PLC) the directors and secretary
had no material interest in the share capital of the company or ultimate parent company during the period or
prior period.

DIRECTORS’ INDEMNITIES

As permitted by the Articles of Association, the directors have the benefit of an indemnity which is a qualifying
third-party indemnity provision as defined by Section 234 of the Companies Act 2006. The indemnity was in
force throughout the financial period and is currently in force; it is available through Superdry Plc for directors
of the group and of the related subsidiaries. The company also purchased and maintained throughout the
period directors’ and officers’ liability insurance in respect of itself and its directors.

EMPLOYEES

The company operates within the employee practices of Superdry Plc, which are managed at a group level
and not managed separately. Accordingly, the employee practices of Superdry Plc, which include those of
the company, are disclosed on pages 58 to 63 of the group’s 2020 Annual Report, which does not form part
of this report.

DISABLED EMPLOYEES

Applications for employment by disabled persons are always fully considered, bearing in mind the abilities
of the applicant concerned. In the event of members of staff becoming disabled every effort is made to
ensure that their employment with the Company continues and that appropriate training is arranged. It is the
policy of the Company that the training, career development and promotions of disabled persons should, as
far as possible, be identical to that of other employees.

EMPLOYEE CONSULTATION

The Company continues to develop a policy of direct and systematic communication on all relevant matters
including the Company's business performance and current market issues with employees.

The Company operates several employee forums; Superdry Voice Groups (UK Retail and Head office), the
Senior Women'’s Forum and European works councils. The ultimate parent company also run Supersay staff
engagement surveys and feedback surveys. Super Tuesdays allow Head Office colleagues to share
experiences with each other.

The ultimate parent company operates three share employee share schemes: A performance Share Plan
(PSP), a Save As You Earn (SAYE) scheme and a Buy As You Earn (BAYE) scheme for employees at all
levels.

POLITICAL AND CHARITABLE DONATIONS

The company did not make any disclosable political donations in the current period or prior period.

ENGAGEMENT WITH SUPPLIERS, CUSTOMERS AND OTHERS

Details on how the company interacts with all of its stakeholders can be found in the s172 statement in the
Strategic Report.

SUBSEQUENT EVENTS

See note 26 for full details of events which occurred post the balance sheet date.
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C-RETAIL LIMITED

DIRECTORS’ REPORT
FOR THE PERIOD ENDED 25 APRIL 2020

STATEMENT OF DIRECTORS' RESPONSIBILITIES 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 regulations.

Company law requires the directors to prepare financial statements for each financial period. Under that law
the directors have prepared the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards, comprising FRS 102 “The Financial Reporting
Standard applicable in the UK and Republic of Ireland”, 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:

+ select suitable accounting policies and then apply them consistently;

e« make judgements and accounting estimates that are reasonable and prudent;

e state whether applicable United Kingdom Accounting Standards, comprising FRS 102, have been
followed, subject to any material departures disclosed and explained in the financial statements; and

* 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.

The directors 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.

GOING CONCERN

A review of the business performance is set out in the strategic report. Sales have decreased by 26% in the
year and there is a reported operating loss of £65,946,000 (2079: £56,098,000).

The financial statements have been prepared on the basis that the company is a going concern. The ability
of the company to continue as a going concern is closely related to the group’s ability to continue as a going
concern. The business is reliant on the ability and agreement of the group to provide sufficient funding for
the company to realise its assets and discharge its liabilities, and therefore continue its operations for the
foreseeable future. The company has received a letter of support from Superdry Plc that it will continue to
provide the necessary finance for a period of not less than 12-months from the date of signing the financial
statements.

In making their assessment of the going concern of the company, the directors have therefore considered
the cash flow requirements of the group. The ability of the group to continue to trade as a going concern is
dependent on the availability of sufficient, committed bank facilities, underpinned by its ability to meet its
banking covenants. The following information has been adapted from the equivalent disclosures of the
Superdry Plc Interim results for the 26-week period to 24 October 2020, updated to refer to the Company
where appropriate.

Given the company’s reliance on support from the Group and the factors detailed below, the Directors of the
company consider these conditions to constitute a material uncertainty which may cast significant doubt over
the company’s ability to continue as a going concern, such that it may be unable to realise its assets and
discharge its liabilities in the normal course of business.
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C-RETAIL LIMITED

DIRECTORS’ REPORT
FOR THE PERIOD ENDED 25 APRIL 2020

GOING CONCERN (continued)

Background

On 10 August 2020 the group announced that it had completed a refinancing of its facilities, from a Revolving
Credit Facility (‘RCF’) for £70m due to expire in January 2022 to a new Asset Backed Lending (‘ABL’) facility
for up to £70m due to expire in January 2023, with amended covenants and the option to extend at the
discretion of the lender for a further 12 months. Through a number of cash preservation measures set out in
the FY20 Group Annual Report and Accounts (and detailed in the Mitigating actions section, below), the
group has tightly managed cash and costs throughout the Covid-19 pandemic, remaining cash positive
throughout 2020, and therefore the ABL has remained undrawn since it was agreed. As at 9 January 2021
Group net cash was £54.8m.

In the FY20 Group Annual Report and Accounts, the group directors noted that the risks of the recovery in
consumer demand, the group’s ability to capture this during the Autumn/Winter 2020 (“AW20") season, and
the ability of the group to meet the new covenants from debt providers represent material uncertainty and
may cast significant doubt on the group’s ability to continue as a going concern and, therefore, that it may
be unable to realise its assets and discharge its liabilities in the normal course of business.

Impact of continuing lockdowns and social distancing restrictions in FY21

With infection rates in the group’s key markets having substantially reduced by late September 2020
following the “initial wave” beginning March 2020, and the majority of the group’s owned store estate
reopening, the prevailing view at that time was that further widespread lockdowns appeared unlikely (though
not a remote possibility).

However, with the announcement of a second wave of lockdowns resulting in temporary store closures in
the UK and certain EU markets from late October 2020, and the wider factors affecting open stores, such as
social distancing measures, and broader economic and health concerns, the group directors expect a
significant negative impact on consumer demand, at least in the short term.

These regional lockdowns materially impacted group trading in UK, France, Belgium and Ireland across late
2020, leading to 50% of available trading days lost in November due to temporary closures. While this
improved somewhat in December (25% of trading days lost), the situation has deteriorated once again
following widespread national lockdowns imposed in early 2021. As at 9 January 2021, 173 of the group’s
owned stores (72% of the estate) were closed, the highest level since April 2020. Though the group has
seen a 13.2% increase in Ecommerce sales in the 11 weeks to 9 January 2021, this represents a material
shortfall in total sales receipts versus previous forecasts.

There are several key mitigations that the Group has undertaken which partially offset the adverse revenue
impacts of these lockdowns. While these continued lockdowns have worsened the immediate trading
environment, the subsequent announcement of a number of effective vaccines has improved the medium-
term outlook, though the group directors remain cautious in considering these factors in the trading,
operational and financial impacts in their assessment of going concern.

Finally, as a consequence of the impact of Covid-19 on global trade, the group and the company are aware
of constraints to the global supply of containers for shipping goods for resale from Asia to Europe, and while
the group remains confident that the majority of goods will be shipped, it is expected that the cost of these
shipments will increase and that there may be some movement in the shipping dates from FY21 to FY22.

The group’s going concern assessment has been based on a 16-month financial plan (the ‘Base Case Plan’)
that presents a revised view from January 2021 through to the end of FY22.
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C-RETAIL LIMITED

DIRECTORS’ REPORT
FOR THE PERIOD ENDED 25 APRIL 2020

GOING CONCERN (continued)

In determining the going concern forecast, group management has made a number of different assumptions
regarding the group’s trading performance in light of the Coronavirus pandemic. The most significant
assumptions are:

e All trading channels benefitting from the ongoing product improvements, operational initiatives and
marketing activity to support the brand reset which began in October 2020.

e  Current UK store closures to continue until the end of February 2021, with subdued footfall upon
reopening continuing through the first half of FY22. Trading continues to recover as stores reopen and
consumer demand returns, reflecting the macroeconomic uncertainties in FY22 and the ongoing
channel shift towards online, with profitability delivered through full price trading margins, renegotiated
leases and payroll restructuring, but with revenues remaining materially below pre-Covid levels in
FY22.

e UK property rates conservatively assumed to return from April 2021 (£16m annualised cost).

e Ecommerce trading benefiting from the underlying and recently accelerated channel shift towards
digital from physical retailing, together with planned development activities to improve website user
experience, though with consideration of the tougher comparables in 2021, and the likely continuation
of an elevated level of promotional activity to clear excess stock and generate cash.

s  Wholesale performance beginning to recover in FY22 reflecting the latest forward order book
performance, and the continuation of FY21 trends such as increased In Season Orders to online
partners.

e Gross margin conservatively reflects a continuation of elevated promotional activity through FY22 to
clear excess stock.

e Disciplined cost management and savings programmes, including an acceleration of lease
renegotiations, logistics benefits relating to operational changes and US DC closures in FY20.

e Anincrease in marketing spend in FY22, reflecting both increased performance marketing in the short-
term, together with longer-term brand investment as part of the turnaround.

Given the Base Case Plan reflects uncertainties surrounding forecasts due to the Covid-19, it is already
considered to be modelled on a ‘reasonable downside' basis. A ‘reverse stress test’ approach has
subsequently been applied, modelling the shortfall to forecasted sales that the Group would be able to
absorb, after implementing feasible mitigating actions, before requiring additional sources of financing in
excess of those that are committed.

Whilst group management consider this further downside scenario to be unlikely, it is considered to be more
than remote. However, the Group directors have considered the feasible mitigating actions that are available
to them and could reasonably be implemented, together with the availability of its banking facilities until at
least January 2023.

Mitigating actions

If there are different outcomes to the Base Case Plan that have a materially adverse impact on the Group,
the continued impact of these events could result in a reduction in liquidity and/or a longer period of lower
EBITDAR, which in turn risks covenant breaches. Group management have considered the plausible
mitigating actions available to them, which includes a reduction in uncommitted capital expenditure, a
reduction in Head Office costs and discretionary spend such as marketing, the confirmed and expected
forgiveness of rent relating to periods of temporary closures and a reduced purchase of new season stock
in line with the lower sales values.

Group management believe that the likelihood of this revenue decline scenario together with other downside
impacts occurring is low, albeit more than remote, in the event of an even more severe and prolonged
downside trading scenario than that modelled by the reverse stress test and, should the mitigating actions
outlined above not be sufficient, group management would likely adapt the current store portfolio strategy to
exit a greater proportion of stores, with ~65% of group leases falling due in the next 3 years.
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C-RETAIL LIMITED

DIRECTORS’ REPORT
FOR THE PERIOD ENDED 25 APRIL 2020

GOING CONCERN (continued)

Covenant testing

The group continues to have a total of over £130m of available group liquidity at hand. The £70m ABL Facility
remains available, having not been used in the year to date, and is currently still undrawn. Given the
continued volatility caused by Covid-19, the group has agreed with its existing lenders to reprofile the profit
related covenant tests for the period ended April 2022.

The covenants in the ABL facility are tested quarterly and are based around the Group’s adjusted EBITDAR
(relative to the Base Case Plan) until the end of Q1 22 and fixed charge (rent and interest) cover thereafter.

Under the reverse stress test, which group management considers to be more than a remote possibility,
liquidity headroom remains adequate, though the covenants would be under pressure over the 12 month
going concern period in this scenario. Consequently, they are most sensitive to the macroeconomic recovery
and performance over the next 12 months, since all covenants are on a trailing 12 month basis.

If this were to occur group management would approach lenders for a covenant waiver. Whilst there would
be no guarantee that such a waiver would be made available, in making their assessment group
management note that they currently have a good relationship with their lenders, and the lenders have been
made aware of all key inputs into the Base Case Plan, as well as the implications of the short-term disruption.
In addition, it should be noted that the Group expects to be cash positive for the majority of the year, given
the seasonal working capital cycle, with substantial liquidity maintained throughout the going concern period.

Significant judgements

In using these financial forecasts for the going concern assessment, the Group directors recognise that
significant judgements were required in deciding what assumptions to make regarding the impact of the
Covid-19 pandemic on the retail sector and wider economy, and specifically to Superdry, the ability to
execute the turnaround plans required to recover brand health and return the business to profitable growth.
Whilst H1 trading was ahead of original expectations, H2 has been materially impacted by further mandated
store closures, the short- and medium-term macroeconomic environment, and its impact on the efficacy of
our strategic turnaround initiatives, result in greater uncertainty than would usually be the case in making the
key judgements and assumptions that underpin the financial forecasts for the business. The Covid-19
pandemic is unprecedented, and so in making their assessment of the future prospects of the group, the
group directors have incorporated additional risk adjustments into the Base Case Plan.

Summary

The group directors noted in the Superdry Plc Interim results for the 26-week period to 24 October 2020,
released on 19 January 2021, that the risks set out above indicate that a material uncertainty exists and may
cast significant doubt on the group’s ability to continue as a going concern and, therefore, that it may be
unable to realise its assets and discharge its liabilities in the normal course of business.

The material uncertainty relates to:
¢ the duration and impact of the second-wave of national lockdowns and subsequent recovery in
consumer demand, and the Group's ability to capture this in future trading; and
e the ability of the Group to meet its covenants from debt providers.

Notwithstanding the above, the group directors have assessed the liquidity requirements of the group under
these downside scenarios and believe them to be adequate.

After considering the forecasts, sensitivities and mitigating actions available to group management and
having regard to the risks and uncertainties to which the group is exposed (including the material uncertainty
referred to above), the group directors have a reasonable expectation that the group has adequate resources
to continue in operational existence for the foreseeable future, and operate within its borrowing facilities and
covenants until at least the end of FY22. Accordingly, the financial statements continue to be prepared on
the going concern basis.
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C-RETAIL LIMITED

DIRECTORS’ REPORT
FOR THE PERIOD ENDED 25 APRIL 2020

PROVISION OF INFORMATION TO AUDITOR

Each of the persons who are directors at the time when this Directors' Report is approved has confirmed
that:

e so far as that director is aware, there is no relevant audit information of which the company's auditor
is unaware, and

o that director has taken all the steps that ought to have been taken as a director in order to be aware
of any relevant audit information and to establish that the company's auditor is aware of that
information.

Deloitte LLP have been deemed re-appointed as statutory auditor to the financial statements under section
487 of the 2006 Act.

This report was approved by the board on 19 February 2021 and signed on its behalf.

Ruth Daniels

Director

Unit 60 .
The Runnings

Cheltenham

Gloucestershire

GL51 ONW
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C-RETAIL LIMITED

INDEPENDENT AUDITOR’S REPORT
TO THE MEMBER OF C-RETAIL LIMITED

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS

Opinion
In our opinion the financial statements of C-Retail Limited (the ‘company’):

e give a true and fair view of the state of the company'’s affairs as at 25 April 2020 and of its loss for the
year then ended;

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice, including Financial Reporting Standard 102 “The Financial Reporting Standard applicable in
the UK and Republic of Ireland”; and

* have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements which comprise:
e the statement of profit or loss;
o the statement of financial position;
o the statement of changes in equity; and
o the related notes 1 to 26.

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).

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.

Material uncertainty related to going concern

We draw attention to note 3 in the financial statements, which indicates that the trading of the Company and
Group has continued to decline since the year ended 25 April 2020. Additionally, the Company’s and Group's
trading performance has been negatively impacted by the coronavirus pandemic.

The ability of the company to continue as a going concern is closely related to the Group’s ability to continue
as a going concern because the Group provides ongoing financial support to the company such that it can
continue in operation.

As at 9 January 2021, the Group was in a net cash position of £54.8m and has completed a refinancing of
its facilities from a Revolving Credit Facility of £70m (available until January 2022) to a new Asset Backed
Lending (“ABL") facility of up to £70m. The ABL facility is subject to a number of financial and non-financial
covenants which are tested quarterly.

Group management's Base Case forecast indicates that the banking covenants will be met throughout the
going concern period. However, there is uncertainty as to the duration and impact of second-wave of national
lockdowns and subsequent recovery of consumer demand, and whether the Group will meet the covenants
from its debt providers.

As stated in note 3, these events or conditions indicate that a material uncertainty exists that may cast

significant doubt on the company’s ability to continue as a going concern. Qur opinion is not modified in
respect of this matter.
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C-RETAIL LIMITED

INDEPENDENT AUDITOR’S REPORT
TO THE MEMBER OF C-RETAIL LIMITED

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS (continued)

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 respect of these matters.

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 on the FRC'’s
website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor's report.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:
+ the information given in the strategic report and the directors’ report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and
e the strategic report and] the directors’ report have been prepared in accordance with applicable legal
requirements.

In the light of the knowledge and understanding of the company and its environment obtained in the course
of the audit, we have not identified any material misstatements in the strategic report or the directors’ report.
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C-RETAIL LIMITED

INDEPENDENT AUDITOR’S REPORT
TO THE MEMBER OF C-RETAIL LIMITED

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS (continued)

Matters on which we are required to report by exception
Under the Companies Act 2006 we are required to report in respect of the following matters 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
certain disclosures of directors’ remuneration specified by law are not made; or
we have not received all the information and explanations we require for our audit.

" We have nothing to report in respect of these matters.

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.

Fys e

Edward Hanson (Senior statutory auditor)
For and on behalf of Deloitte LLP
Statutory Auditor

London, United Kingdom

19 February 2021
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C-RETAIL LIMITED

STATEMENT OF PROFIT OR LOSS
FOR THE PERIOD ENDED 25 APRIL 2020

Period ended

Period ended

25 April 27 April
2020 2019
Note £000 £000
TURNOVER 5 131,587 178,871
Cost of sales (39,068) (58,204)
GROSS PROFIT 92,519 120,667
Administrative expenses (103,013) (116,027)
Other operating income 1,709 -
OPERATING (LOSS)/PROFIT BEFORE
EXCEPTIONAL COSTS (8,785) 4,640
Exceptional costs 7 (57,161) (60,738)
OPERATING LOSS 6 (65,946) (56,098)
Interest Receivable 9 5,053 2,985
Interest Payable 9 (5,681) (5,511)
LOSS BEFORE TAXATION (66,574) (58,624)
Tax credit 10 5,163 2,890
LOSS FOR THE FINANCIAL PERIOD (61,411) (55,734)

The notes on pages 18 to 42 form part of these financial statements.

All of the activities of the company are classified as continuing.

The company had no other comprehensive income in either financial period other than that dealt with in the
Statement of profit or loss and so no Statement of comprehensive income has been presented.

There is no material difference between the loss on ordinary activities before taxation and the loss for the

financial period stated above and their historical cost equivalents.
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C-RETAIL LIMITED

STATEMENT OF FINANCIAL POSITION
AS AT 25 APRIL 2020 ‘

25 April 27 April
2020 2019
Note £000 £000 £000 £000
NON-CURRENT ASSETS
Intangible assets 12 11,145 14,998
Tangible fixed assets 13 15,526 22,142
26,671 37,140
CURRENT ASSETS 7 - o . .
Inventories 14 26,041 20,466
Debtors 15 54,219 125,270
Deferred tax asset 16 7,867 3,094
Corporation tax 2,177 1,787
Cash at bank and in hand 50,328 ) 5,529
140,632 156,146
CURRENT LIABILITIES
Bank loans and overdrafts (10,982) -
Creditors 17 (181,788) (150,358)
(192,770) ' (150,358)
NET CURRENT (LIABILITIES)/ ASSETS (52,138) 5,788
TOTAL ASSETS LESS CURRENT LIABILITIES (25,467) 42,928
NON-CURRENT LIABILITIES 18 (10,471) (14,057)
PROVISIONS 19 (27,113) (30,584)
NET LIABILITIES (63,051) (2,013)
CAPITAL AND RESERVES
Called up share capital 21 - -
Accumulated losses (63,051) (2,013)
TOTAL EQUITY (63,051) (2,013)

The notes on pages 18 to 42 form part of the financial statements.

The financial statements on pages 15 to 42 were approved by the Board and authorised for issue on 19

February 2021.
On behalf of the Board:

Ruth Daniels
Director
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C-RETAIL LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE PERIOD ENDED 25 APRIL 2020

Called up Accumulated Total equity
share capital losses

Note £000 £000 £000
At 29 April 2018 - 53,010 53,010
Employee share awards 11 - 711 711
Loss for the financial period - (55,734) (55,734)
Total comprehensive income and
loss for the financial period - (55,023) (55,023)
At 27 April 2019 ‘ - (2,013) (2,013)
At 28 April 2019 - (2,013) (2,013)
Employee share awards 11 - 373 373
Loss for the financial period - (61,411) (61,411)
Total comprehensive expense and
loss for the financial period - (61,038) (61,038)
At 25 April 2020 - (63,051) (63,051)
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C-RETAIL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 25 APRIL 2020

GENERAL INFORMATION

C-Retail Limited (the “company”) is a private company limited by shares, incorporated in the United
Kingdom and registered in England and Wales. It operates a number of Superdry stores in the UK
which sells own brand clothing, footwear and accessories. It operates as part of the retail segment of
its parent entity, Superdry Pic.

STATEMENT OF COMPLIANCE

The individual financial statements of C-Retail Limited have been prepared in compliance with United
Kingdom Accounting Standards, including Financial Reporting Standard 102, ‘the Financial Reporting
Standard applicable in the United Kingdom and the Republic of Ireland’ (“FRS 102") and the
Companies Act 2006.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

3.1 Basis of preparation of financial statements
The financial statements have been prepared under the historical cost convention.

The preparation of financial statements requires the use of certain critical accounting estimates. It also
requires management to exercise its judgement in the process of applying the 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 4.

The current period is for the 52-week period ended 25 April 2020 (‘2020’). The prior period is for the
52-week period ended 27 April 2019 (‘2019’).

3.2 Going concern

The financial statements have been prepared on the basis that the company is a going concern. The
ability of the company to continue as a going concern is closely related to the group’s ability to continue
as a going concern. The business is reliant on the ability and agreement of the group to provide
sufficient funding for the company to realise its assets and discharge its liabilities, and therefore
continue its operations for the foreseeable future. The company has received a letter of support from
Superdry Plc that it will continue to provide the necessary finance for a period of not less than 12-
months from the date of signing the financial statements.

In making their assessment of the going concern of the company, the directors have therefore
considered the cash flow requirements of the group. The ability of the group to continue to trade as a
going concern is dependent on the availability of sufficient, committed bank facilities, underpinned by
its ability to meet its banking covenants. The following information has been adapted from the
equivalent disclosures of the Superdry Plc Interim results for the 26-week period to 24 October 2020,
updated to refer to the Company where appropriate.

Given the company'’s reliance on support from the Group and the factors detailed below, the Directors
of the company consider these conditions to constitute a material uncertainty which may cast
significant doubt over the company’s ability to continue as a going concern, such that it may be unable
to realise its assets and discharge its liabilities in the normal course of business.
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C-RETAIL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 25 APRIL 2020

3.2 Going concern (continued)

Background

On 10 August 2020 the group announced that it had completed a refinancing of its facilities, from a
Revolving Credit Facility (‘RCF’) for £70m due to expire in January 2022 to a new Asset Backed
Lending ('ABL’) facility for up to £70m due to expire in January 2023, with amended covenants and
the option to extend at the discretion of the lender for a further 12 months.

Through a number of cash preservation measures set out in the FY20 Group Annual Report and
Accounts (and detailed in the Mitigating actions section, below), the group has tightly managed cash
and costs throughout the Covid-19 pandemic, remaining cash positive throughout 2020, and therefore
the ABL has remained undrawn since it was agreed. As at 9 January 2021 Group net cash was
£54.8m.

In the FY20 Group Annual Report and Accounts, the group directors noted that the risks of the
recovery in consumer demand, the group’s ability to capture this during the Autumn/Winter 2020
("*AW20") season, and the ability of the group to meet the new covenants from debt providers represent
material uncertainty and may cast significant doubt on the group’s ability to continue as a going
concern and, therefore, that it may be unable to realise its assets and discharge its liabilities in the
normal course of business.

Impact of continuing lockdowns and social distancing restrictions in FY21

With infection rates in the group’s key markets having substantially reduced by late September 2020
following the “initial wave” beginning March 2020, and the majority of the group’s owned store estate
reopening, the prevailing view at that time was that further widespread lockdowns appeared unlikely
(though not a remote possibility).

However, with the announcement of a second wave of lockdowns resulting in temporary store closures
in the UK and certain EU markets from late October 2020, and the wider factors affecting open stores,
such as social distancing measures, and broader economic and health concerns, the group directors
expect a significant negative impact on consumer demand, at least in the short term.

These regional lockdowns materially impacted group trading in UK, France, Belgium and Ireland
across late 2020, leading to 50% of available trading days lost in November due to temporary closures.
While this improved somewhat in December (25% of trading days lost), the situation has deteriorated
once again following widespread national lockdowns imposed in early 2021. As at 9 January 2021,
173 of the group’s owned stores (72% of the estate) were closed, the highest level since April 2020.
Though the group has seen a 13.2% increase in Ecommerce sales in the 11 weeks to 9 January 2021,
this represents a material shortfall in total sales receipts versus previous forecasts.

There are several key mitigations that the Group has undertaken which partially offset the adverse
revenue impacts of these lockdowns. While these continued lockdowns have worsened the immediate
trading environment, the subsequent announcement of a number of effective vaccines has improved
the medium-term outlook, though the group directors remain cautious in considering these factors in
the trading, operational and financial impacts in their assessment of going concern.

Finally, as a consequence of the impact of Covid-19 on global trade, the group and the company are
aware of constraints to the global supply of containers for shipping goods for resale from Asia to
Europe, and while the group remains confident that the majority of goods will be shipped, it is expected
that the cost of these shipments will increase and that there may be some movement in the shipping
dates from FY21 to FY22.

The group’s going concern assessment has been based on a 16-month financial plan (the ‘Base Case
Plan’) that presents a revised view from January 2021 through to the end of FY22.
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C-RETAIL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 25 APRIL 2020

3.2 Going concern (continued)

In determining the going concern forecast, group management has made a number of different
assumptions regarding the group’s trading performance in light of the Coronavirus pandemic. The
most significant assumptions are:

e All trading channels benefitting from the ongoing product improvements, operational initiatives
and marketing activity to support the brand reset which began in October 2020.

e Current UK store closures to continue until the end of February 2021, with subdued footfall upon
reopening continuing through the first half of FY22. Trading continues to recover as stores reopen
and consumer demand returns, reflecting the macroeconomic uncertainties in FY22 and the
ongoing channel shift towards online, with profitability delivered through full price trading margins,
renegotiated leases and payroll restructuring, but with revenues remaining materially below pre-
Covid levels in FY22.

e UK property rates conservatively assumed to return from April 2021 (£16m annualised cost).

Ecommerce trading benefiting from the underlying and recently accelerated channel shift towards
digital from physical retailing, together with planned development activities to improve website
user experience, though with consideration of the tougher comparables in 2021, and the likely
continuation of an elevated level of promotional activity to clear excess stock and generate cash.

e Wholesale performance beginning to recover in FY22 reflecting the latest forward order book
performance, and the continuation of FY21 trends such as increased In Season Orders to online
partners.

e Gross margin conservatively reflects a continuation of elevated promotional activity through FY22
to clear excess stock.

e Disciplined cost management and savings programmes, including an acceleration of lease
renegotiations, logistics benefits relating to operational changes and US DC closures in FY20.

® Anincrease in marketing spend in FY22, reflecting both increased performance marketing in the
short-term, together with longer-term brand investment as part of the turnaround.

Given the Base Case Plan reflects uncertainties surrounding forecasts due to the Covid-19, it is
already considered to be modelled on a ‘reasonable downside’ basis. A ‘reverse stress test’ approach
has subsequently been applied, modelling the shortfall to forecasted sales that the Group would be
able to absorb, after implementing feasible mitigating actions, before requiring additional sources of
financing in excess of those that are committed.

Whilst group management consider this further downside scenario to be unlikely, it is considered to
be more than remote. However, the Group directors have considered the feasible mitigating actions
that are available to them and could reasonably be implemented, together with the availability of its
banking facilities until at least January 2023.

Mitigating actions

If there are different outcomes to the Base Case Plan that have a materially adverse impact on the
Group, the continued impact of these events could result in a reduction in liquidity and/or a longer
period of lower EBITDAR, which in turn risks covenant breaches. Group management have
considered the plausible mitigating actions available to them, which includes a reduction in
uncommitted capital expenditure, a reduction in Head Office costs and discretionary spend such as
marketing, the confirmed and expected forgiveness of rent relating to periods of temporary closures
and a reduced purchase of new season stock in line with the lower sales values.

Group management believe that the likelihood of this revenue decline scenario together with other
downside impacts occurring is low, albeit more than remote, in the event of an even more severe and
prolonged downside trading scenario than that modelled by the reverse stress test and, should the
mitigating actions outlined above not be sufficient, group management would likely adapt the current
store portfolio strategy to exit a greater proportion of stores, with ~65% of group leases falling due in
the next 3 years.
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C-RETAIL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 25 APRIL 2020

3.2 Going concern (continued)

Covenant testing

The group continues to have a total of over £130m of available group liquidity at hand. The £70m ABL
Facility remains available, having not been used in the year to date, and is currently still undrawn.
Given the continued volatility caused by Covid-19, the group has agreed with its existing lenders to
reprofile the profit related covenant tests for the period ended April 2022. The covenants in the ABL
facility are tested quarterly and are based around the Group's adjusted EBITDAR (relative to the Base
Case Plan) until the end of Q1 22 and fixed charge (rent and interest) cover thereafter.

Under the reverse stress test, which group management considers to be more than a remote
possibility, liquidity headroom remains adequate, though the covenants would be under pressure over
the 12 month going concern period in this scenario. Consequently, they are most sensitive to the
macroeconomic recovery and performance over the next 12 months, since all covenants are on a
trailing 12 month basis.

If this were to occur group management would approach lenders for a covenant waiver. Whilst there
would be no guarantee that such a waiver would be made available, in making their assessment group
management note that they currently have a good relationship with their lenders, and the lenders have
been made aware of all key inputs into the Base Case Plan, as well as the implications of the short-
term disruption. In addition, it should be noted that the Group expects to be cash positive for the
majority of the year, given the seasonal working capital cycle, with substantial liquidity maintained
throughout the going concern period.

Significant judgements

In using these financial forecasts for the going concern assessment, the Group directors recognise
that significant judgements were required in deciding what assumptions to make regarding the impact
of the Covid-19 pandemic on the retail sector and wider economy, and specifically to Superdry, the
ability to execute the turnaround plans required to recover brand health and return the business to
profitable growth. Whilst H1 trading was ahead of original expectations, H2 has been materially
impacted by further mandated store closures, the short- and medium-term macroeconomic
environment, and its impact on the efficacy of our strategic turnaround initiatives, result in greater
uncertainty than would usually be the case in making the key judgements and assumptions that
underpin the financial forecasts for the business. The Covid-19 pandemic is unprecedented, and so
in making their assessment of the future prospects of the group, the group directors have incorporated
additional risk adjustments into the Base Case Plan.

Summary :

The group directors noted in the Superdry Plc Interim results for the 26-week period to 24 October
2020, released on 19 January 2021, that the risks set out above indicate that a material uncertainty
exists and may cast significant doubt on the group’s ability to continue as a going concern and,
therefore, that it may be unabie to realise its assets and discharge its liabilities in the normal course
of business. . :

The material uncertainty relates to:

e the duration and impact of the second-wave of national lockdowns and subsequent recovery in
consumer demand, and the Group’s ability to capture this in future trading; and

¢ the ability of the Group to meet its covenants from debt providers.

Notwithstanding the above, the group directors have assessed the liquidity requirements of the group
under these downside scenarios and believe them to be adequate.

After considering the forecasts, sensitivities and mitigating actions available to group management
and having regard to the risks and uncertainties to which the group is exposed (including the material
uncertainty referred to above), the group directors have a reasonable expectation that the group has
adequate resources to continue in operational existence for the foreseeable future, and operate within
its borrowing facilities and covenants until at least the end of FY22.
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C-RETAIL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 25 APRIL 2020

3.2 Going concern (continued)
Accordingly, the financial statements continue to be prepared on the going concern basis.
3.3 Exemptions for qualifying entities under FRS 102

The company has adopted the following exemptions, which are allowed by FRS 102 (paragraph
1.12), to qualifying entities: -

+ the requirement to present a Statement of cash flows (section 7 of FRS 102 and paragraph 3.17
(d)) as the company is a qualifying entity, and its ultimate parent company, Superdry Plc, includes
the company’s cash flows in its own consolidated financial statements;

* areconciliation of the number of shares outstanding at the beginning and end of the period (FRS
102 paragraph 4.12(a) (iv));

+ the requirement for financial instruments disclosures including (i) categories of financial assets,
financial liabilities and (ii) disclosure of items of income, expense, gains or losses relating to
financial instruments for the financial period;

e the requirement to disclose key management personnel compensation in total (FRS 102
paragraph 33.7); and

* the requirement to disclose related party transactions with fellow wholly owned Group
subsidiaries (FRS 102 paragraph 33.1a).

3.4 Revenue recognition

Turnover comprises revenue recognised by the company in respect of goods sold during the period,
exclusive of Value Added Tax and trade discounts.

Revenue from the provision of sale of goods is recognised at the point of sale of a product to the
customer. Store sales are settled in cash or by credit or payment card. It is company policy to sell its
products to the customer with a right to exchange within 28 days.

3.5 Intangible assets and amortisation

Intangible assets acquired separately from a business are recognised initially at cost. An intangible
asset acquired as part of a business combination is recognised outside goodwill if the asset is
identifiable and is controlled by the entity through custody of legal rights and its fair value can be
measured reliably. Following initial recognition, intangible assets are carried at cost less accumulated
amortisation and impairment losses. Intangible assets are reviewed for impairment whenever events
or changes in circumstances indicate that the carrying amount may not be recoverable. When it is
determined that the carrying value exceeds the recoverable amount, the excess is written off to the
statement of profit or loss. Intangible assets with a finite life have no residual value and are amortised
on a straight-line basis over their expected useful lives as follows:

Website and software - 5 years straight line

Brands - 10 years straight line

Goodwill - 20 years straight line

Lease premiums - over the life of the lease on a straight-line basis

Trademark costs comprise the external cost of registration and associated legal costs. Brands
comprise the fair value of identifiable brands included within the acquired trade‘and assets. Goodwill
represents the excess of the cost of an acquisition over the fair value of the company’s share of the
net identifiable assets acquired at the date of acquisition. The expected useful life of the goodwill was
assessed as being 20 years at the time of acquisition.

We have chosen these periods as it is deemed most appropriate given the lives of the assets.
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C-RETAIL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 25 APRIL 2020

3.6 Tangible assets and depreciation

Tangible fixed assets are stated at historical cost less accumulated depreciation and reviewed for
impairment whenever events or changes in circumstances indicate that the carrying amount may not
be recoverable. Cost includes the original purchase price and the costs attributable to bringing the
asset into its working condition but excludes interest.

Depreciation is provided at rates calculated to write down the cost of the assets, less their estimated
residual values, over their remaining useful economic lives as follows:

Fixtures and fittings - 5-7 years on a straight-line basis
Computer equipment - 3-5 years on a straight-line basis

" Buildings - 50 years on a straight-line basis
Leasehold improvements - 5-7 years on a straight-line basis
Motor vehicles - 25% reducing balance

Land is not depreciated.
3.7 Impairment of non-financial assets

At each Statement of financial position 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
profit or loss, unless the asset has been revalued when the amount is recognised in other
comprehensive income to the extent of any previously recognised revaluation; thereafter any excess
is recognised in profit or loss.

If an impairment loss is subsequently reversed, 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 and
amortisation) had no impairment loss been recognised in prior periods. A reversal of an impairment
loss is recognised in the Statement of profit or loss.

3.8 Operating leases

Rentals applicable to operating leases where substantially all of the benefits and risks of ownership
remain with the lessor are charged to the statement of profit or loss on a straight-line basis over the
lease term. Lease incentives are received in the form of cash contributions and rent-free periods.

Cash contributions

Cash contributions from landlords for store fit-outs are initially recognised as a deferred cash
contribution liability on the statement of financial position at the point the recognition criteria in the
lease is met, and credited to administrative expenses in the statement of profit or loss on a straight-
line basis over the life of the lease. Cash contributions are not discounted.

Rent-free periods

A deferred rent-free period liability is built up on the statement of financial position during the rent-free
period, which is then credited to the statement of profit or loss on a straight-line basis over the life of
the lease. Rent-free periods are not discounted.
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C-RETAIL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 25 APRIL 2020

3.9 Inventories

Inventories are valued at the lower of cost and estimated selling price less costs to complete and sell.
Inventories are recognised as an expense in the period in which the related revenue is recognised.
Cost comprises costs associated with the purchase and bringing of inventories to their current location
and condition and is based on the weighted average principle. Provisions are made for obsolescence,
mark-downs and shrinkage.

At the end of each reporting period 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 profit or loss. Where a reversal of the impairment
is required the impairment charge is reversed, up to the original impairment loss, and is recognised
as a credit in the statement of profit or loss.

3.10 Taxation

Taxation expense for the period comprises current and deferred tax recognised in the reporting period.
Tax is recognised in the statement of profit or loss, 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 tax 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 period or prior
periods. Tax is calculated on the basis of tax rates and laws that have been enacted or substantively
enacted by the period-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 the amounts expected to be paid to the tax authorities.

(i) Deferred tax

Deferred tax arises from timing differences that are differences between taxable profits and total
comprehensive income as stated in the financial statements. These timing differences arise from the
inclusion of income and expenses in tax assessments in periods different from those in which they
are recognised in financial statements.

Deferred tax is recognised on all timing differences at the reporting date. Unrelieved tax losses and
other deferred tax assets are only recognised when it is probable that they will be recovered against
the reversal of deferred tax liabilities or other future taxable profits.

Deferred tax is measured using tax rates and laws that have been enacted or substantively enacted
by the period-end and that are expected to apply to the reversal of the timing difference.

Deferred tax assets and liabilities are not discounted
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3.11 Foreign currencies

The company’s functional and presentational currency is the pound sterling and amounts are rounded
to thousands.

Monetary assets and liabilities denominated in foreign currencies are translated into sterling at rates
of exchange ruling at the Statement of financial position date.

Transactions in foreign currencies are translated into sterling at the rate ruling on the date of the
transaction. . . . . . -

Exchange gains and losses are recognised in the Statement of profit or loss.
3.12 Interest receivable

Interest receivable comprises interest receivable on funds invested and is recognised in the Statement
of profit or loss using the effective interest method.

3.13 Financial instruments

Financial Assets

Basic financial assets, including trade and other debtor and cash and bank balances, are initially
recognised at transaction price, unless the arrangement constitutes a financing transaction, where the
transaction is measured at the present value of the future receipts discounted at a market rate of
interest. Such assets are subsequently carried at amortised cost using the effective interest method.

At the end of each reporting period financial assets measured at amortised cost are assessed for
evidence of impairment. If an asset is impaired the impairment loss is the difference between the
carrying amount and the present value of estimated cash flows discounted at the asset’s original
effective interest rate; this loss is recognised in the statement of profit or loss.

Financial assets are derecognised when the contractual rights to the cash flows from the asset expire
or are settled or substantially all the risks and rewards of ownership of the asset are transferred to
another party.

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 the present value of the future receipts
discounted at a market rate of interest.

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

Trade creditors are obligations to pay for goods or services that have been acquired in the ordinary
course of business from suppliers. Trade creditors are classified as current liabilities if payment is due
within one year or less. If not, they are presented as non-current liabilities. Trade creditors are
recognised initially at transaction price and subsequently measured at amortised cost using the
effective interest method.

Financial liabilities are derecognised when the liability is extinguished, that is when the contractual
obligation is discharged, cancelled or expires.

The company has not applied hedge accounting.

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.
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3.14 Provisions

Provisions are recognised when the company 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 reliably estimated.

Where there are a number of similar obligations, the likelihood that an outflow will be required in
settlement is determined by considering the class of obligations as a whole. A provision is recognised
even if the likelihood of an outflow with respect to any one item included in the same class of
abligations might be small.

Provisions are recognised for dilapidations when an obligation exists. Provisions for onerous leases
are recognised when the unavoidable costs of meeting or exiting the lease obligations exceed the
economic benefits expected to be received under the lease.

Changes in the value of the provisions are recognised as an administrative expense.
3.15 Cash and cash equivalents

Cash and cash equivalents include 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, when applicable, are shown within borrowings in current liabilities.

3.16 Share capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new
ordinary shares or options are shown in equity as a deduction, net of tax, from the proceeds.

3.17 Distributions to equity holders

Dividends and other distributions to the company’s shareholders are recognised as a liability in the
financial statements in the period in which the dividends and other distributions are approved by the
shareholders.

3.18 Related party transactions

The company discloses transactions with related parties which are not wholly owned within the same
group. Where appropriate, transactions of a similar nature are aggregated unless, in the opinion of
the directors, separate disclosure is necessary to understand the effect of the transactions on the
financial statements.

3.19 Employee benefits

The company provides a range of benefits to employees, including annual bonus arrangements and
paid holiday arrangements.

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

Defined contribution pension plans

The company operates a number of defined contribution plans for its employees. A defined
contribution plan is a pension plan under which the company pays fixed contributions into a separate
entity. Once the contributions have been paid the company has no further payment 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
company in independently administered funds.
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3.20 Share based payments — Group operated schemes

The company financial statements include several equity settled share based compensation plans
which are operated by the group. The fair value of the shares under such plans is recognised as an
expense in the Statement of profit or loss. Fair value is determined using the Black-Scholes Option
Pricing Model. The amount to be expensed over the vesting period is determined by reference to the -
fair value of share incentives excluding the impact of any non-market vesting conditions. Non-market
vesting conditions are considered as part of the assumptions about the number of share incentives
that are expected to vest. At each Statement of financial position date, the group revises its estimate
of the number of share incentives that are expected to vest. The impact of the revision on original
estimates, if any, Is recognised in the Statement of profit or loss, with a corresponding adjustment to
equity over the remaining vesting period

3.21 Share based payments - Founder Share Plan

The Founders of Superdry operate a share-based compensation plan that awards both cash and
shares. For the purposes of FRS 102 it is considered to be an equity settled share-based
compensation plan. The Founder Share Plan (see note 11 for further details) falls within the scope of .
FRS 102 despite the company neither purchasing, nor issuing the shares, nor the cost of the cash
being a company expense. Fair value is determined using the Monte Carlo Pricing Model. The amount
to be expensed over the vesting period is determined by reference to the fair value of share incentives,
adjusted at the grant of each share incentive for dilution assumptions. These dilution assumptions are
not revised after the grant of the share incentive. Non-market vesting conditions are considered as
part of the assumptions about the number of share incentives that are expected to vest. The impact
of the revision on original estimates, if any, is recognised in the Statement of profit or loss, with a
corresponding adjustment to equity over the remaining vesting period.

3.22 Other operating income

Included in other operating income are amounts receivable from government grants. Government
grants are not recognised until there is reasonable assurance that the conditions attached to them will
be met and that the grants will be received. Government grants are ‘recognised in the Statement of
profit or loss on a systematic basis over the periods in which the company recognises an expense for
the related costs for which the grants are intended to compensate.

3.23 Exceptional and other items

Non-underlying adjustments constitute exceptional and other items and are disclosed separately in
the statement of comprehensive income. In determining whether events or transactions are treated
as exceptional and other items, management considers quantitative as well as qualitative factors such
as the frequency or predictability of occurrence.

Examples of charges or credits meeting the above definition, and which have been presented as

exceptional and other items in the current and/or previous years include: store asset impairments,
onerous lease provisions, and the impairment of amounts owed by group undertakings.
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

The preparation of financial statements in conformity with FRS 102 requires management to make
judgements, estimates and assumptions that affect the application of policies and reported amounts
of assets and liabilities, income and expenses. The estimates and associated assumptions are based
on historical experience and various other factors that are believed to be reasonable under the
circumstances, the results of which form the basis of making the judgements about carrying values of
assets and liabilities that are not readily apparent from other sources. Actual results may differ from
these estimates.

Critical judgements in applying accounting policies

Management consider that judgements made in the process of applying the company’s accounting
policies that could have a significant effect on the amounts recognised in the financial statements are
as follows:

Exceptional items

The Company separately reports exceptional items in order to calculate adjusted and underlying
results, as it believes that these measures provide additional useful information on underlying
performance and trends to shareholders and management.

Judgement is required in determining whether an item should be classified as an exceptional item or
included within the underlying results.

The Company’s definition of exceptional items is outlined in note 3.23 and has been applied
consistently year on year. :

During the year the company has recorded, before taxation, exceptional costs of £57,161,000 (2019:
£60,738,000). The exceptional items primarily relate to impairment of intercompany receivables
£41,203,000 (2019: £nil), impairment of store assets £2,726,000(2019: £15,456,000) and onerous
lease provisions £13,232,000 (2019: £37,212,000). Refer to note 7 for further details on exceptional
items.

Attributing ecommerce sales and costs to stores

Judgement is required as to whether Ecommerce sales (and associated costs) could be attributed to
stores for the purposes of impairment testing when calculating the value in use of each store cost
generating unit (‘CGU’). While management believes that a proportion of Ecommerce sales could be
attributed to stores, the basis of such attribution was difficult to determine, due to insufficient evidence
to reliably estimate and the introduction of fuifil from store. For this reason, sales directly attributable
to Ecommerce has not been calculated but the same judgement applies

Key sources of estimation uncertainty

Management considers that accounting estimates and assumptions made in relation to the following
items have a significant risk of resulting in a material adjustment to the carrying amounts of assets
and liabilities within the next financial period.

Store impairments

Store assets (as with other financial and non-financial assets) are subject to impairment reviews based
on whether current or future events and circumstances suggest that their recoverable amount may be
less than their carrying value. Recoverable amount is based on the higher of the value in use and fair
value less costs to dispose, although as all of the retail owned stores are leasehold, only value in use
has been considered in the impairment assessment. Value in use is calculated from expected future
cash flows using suitable discount rates and includes management assumptions and estimates of
future performance.
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Store impairments (continued)

For impairment testing purposes, each store is considered to be a cash generating unit (“CGU"). All
owned stores have been tested for impairment in the current period. Store asset carrying values are
considered net of the carrying value of any cash contribution received in relation to that store.

An impairment of £2,726,000 (2019: £15,456,000) was recognised in the period. Of this, £1,407,000
. relates to property, plant and equipment, and £4,000 relates to intangible assets. These impairment
charges have been recognised within exceptional costs.

The value in use of each CGU is calculated based on the Group’s latest budget and forecast cash
flows, covering a four-year period (the “medium-term financial plan” or “plan”), which have regard for
historic performance and knowledge of the current market, together with the Group's views on the
achievable growth, all of which have been reviewed and approved by the Board. The cash flows are
discounted using the weighted average cost of capital ("WACC"). The Plan is prepared on a ‘top down’
basis and has been attributed to individual stores based on their historic performance relative to the
rest of the store estate. Cash flows beyond this four-year period as set out in the Plan are extrapolated
using a long-term growth rates that approximate to country-specific rates. The cash flows are modelled
for each store through to their lease expiry date. No lease extensions have been assumed in the
modelling, unless they were committed at the statement of financial position sheet date.

Management estimates discount rates using pre tax rates that reflect the current market assessment
of the time value of money and the risks specific to the CGUs. The discount rate used for UK stores
is 9.3%. The key estimates for the value in use calculations are those regarding discount rates and
expected changes to future cash flows used in the value in use calculation.

The key assumptions used in determining store cash flows are the growth rates in both sales and
gross profit margins as set out in the Group’s medium-term financial plan. The Group’s medium-term
financial plan reflects the interim Group CEQO'’s strategy. Specifically, the Plan, which is in its early
stages of implementation, assumes the Group halts the continued decline in performance in the
financial year 2020. In the medium-term, the plan then assumes the return to strong revenue growth,
the restoring of double-digit EBIT margins and the rebuilding of profitability over a three-year time
frame. Further significant costs (or credits) may be recorded in future years dependent on the success
of the new strategy and the turnaround of the business

Sensitivity analysis has been performed using various reasonably possible scenarios:
+ |f sales were 5% lower in year 1 of the forecast, this would increase the store asset impairment
by £54,000.
* An increase of 3% in the discount rate would increase the store asset impairment by £12,000.

Onerous lease provisions
Management has also assessed whether impaired and unprofitable stores require an onerous lease
provision. An onerous lease provision has been recognised when management believes that the
unavoidable costs of meeting or exiting the lease obligations exceed the benefits expected to be
received under the lease.

The company has recognised an onerous lease provision charge in the period of £13,232,000 (2019:
£37,212,000), which has been included within exceptional costs. Further significant costs (or credits)
may be recorded in future years dependent on the longer-term impact of Covid-19 and the success of
the group’s current strategy and brand reset. Further information on this strategy can be found in
pages 4 to 5 of the group’s 2020 Annual Report, which does not form part of this report.
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Onerous lease provisions (continued)
Sensitivity analysis has been performed using various reasonably possible scenarios:
* |If sales were 5% lower in year 1 of the forecast, this would increase the onerous lease provision
by £3,810,000.
* A decrease of 3% in the risk free rate would increase the onerous lease provision by £3,246,000.

Impairment of amounts owed by group undertakings

Management has estimated the impairment of amounts owed by group undertakings. Under FRS 102,
to recognise an impairment loss there must be objective evidence that the loss has occurred, and that
this is a result of one or more past events. This may include significant changes that have taken place
in the economic environment.

The estimated impairment of amounts owed by group undertakings reflects management's estimate
of the expected future receipts from the borrower based on the borrowers’ medium-term financia!
plans discounted using the effective interest rate relevant to each receivable. Part of the adjustments
for general economic conditions at 25 April 2020 includes consideration of the impact that the Covid-
19 pandemic has had on entities’ ability to repay invoices when they fall due.

An impairment of £41,203,000 (20719: nil) was recognised in the period. These impairment charges
have been recognised within exceptional costs. This has been calculated based on the calculated
NPV of the subsidiary compared to the intercompany balance.

The most significant estimation input related to these calculations is the expected future performance
of each entity in the group’s medium-term plan; most significantly the sales growth assumptions.
Further impairment charges may be recorded in the future dependent on actual performance
compared to the group’s medium-term plan.

Sensitivity analysis has been performed using various reasonably possible scenarios:
+ If sales were 5% lower in year 1 of the forecast, this would increase the impairment of amounts
owed by group undertakings by £56,000.
¢ Anincrease of 1% in the discount rate would increase the impairment of amounts owed by group
undertakings by £1,864,000.
TURNOVER

The whole of the turnover is attributable to the retail of clothing, footwear and accessories.

Turnover, analysed geographically between markets, was as follows:

2020 2019

£000 £000

United Kingdom 131,587 178,871
131,587 178,871

Page | 30



C-RETAIL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 25 APRIL 2020

OPERATING LOSS

The operating loss is stated after charging/(crediting):

Amortisation — intangible fixed assets (note 12)

Depreciation of tangible fixed assets: (note 13)

Loss on disposal of intangible fixed assets

Loss on disposal of tangibles fixed assets

Inventory recognised as an expense

Impairment/ (write back) of inventory (included in cost of sales)
Operating lease charges

(Gain) on foreign currency

Exceptional costs (note 7)

2020
£000

2,275
6,598
3

17
38,237
(819)
21,988
(31)
57,161

2019
£000

3,677
10,252
5
57,413
1,199
28,100
(314)
60,738

Auditor's remuneration of £80,000 (2019: £80,000) for C-Retail Limited has been borne by Superdry
Plc, a related party, and is not recharged to this entity. All fees payable by the company relate to the

audit of the financial statements.

The operating lease charges are net of onerous lease provision utilisations of £7,174,000 (2079:

£2,510,000).

Amortisation is recognised within administrative expenses.

EXCEPTIONAL COSTS

The following items have been included within ‘Exceptional costs’ for the period ended 25 April 2020:

Store asset impairment charge
Onerous lease provision
Restructuring costs

Bad debt provision - intercompany
Other costs

Impairment of Goodwill

2020 2019
£000 £000
2,726 15,456
13,232 37,212
- 109
41,203 -
- 553

- 7,408
57,161 60,738
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EMPLOYEES AND DIRECTORS

2020 2019

£000 £000

Wages and salaries 27,422 25,760
Social insurance costs 1,458 1,279
Other pension costs 693 546
Share-based payments 373 711
N 29,946 28,296

The average monthly number of persons employed by the company, including the directors, during

the period was as follows:

2020 2019

No. No.

Administration 125 131
Retail 1,186 1,231
1,311 1,362

The emoluments of the directors are paid by the parent company which makes no recharge to the
company. The directors are directors of the parent company and a number of fellow subsidiaries and
it is not possible to make an accurate apportionment of their emoluments in respect of each of the
subsidiaries. Accordingly, the above details include no emoluments in respect of the directors. The
total emoluments are included in the aggregate of directors’ emoluments in the financial statements

of the parent company.

INTEREST RECEIVABLE AND SIMILAR INCOME

2020 2019
£000 £000

Interest receivable and similar income
Intercompany interest receivable ' 5,052 2,968
Bank interest receivable 1 17
5,053 2,985

Interest payable and similar expenses
Intercompany interest payable (5,681) (5,325)
Bank interest payable - (186)
(5,681) (5,511)
Net interest income (628) (2,526)

Page | 32



C-RETAIL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 25 APRIL 2020

10.

TAX ON LOSS

(i) Analysis of tax credit in the period

2020 2019
£000 £000
Current tax
Corporation tax charge on (loss) for the period - (1,787)
Adjustments in respect of prior periods (390) (202)
Total current tax - : (390) - (1,989)
Deferred tax
Origination and reversal of timing differences (3,699) (1,407)
Effect of tax rate changes (439)
Adjustments in respect of prior periods (635) 506
Total deferred tax (4,773) (901)
Total tax credit for the period (5,163) (2,890)
(ii) Reconciliation of tax (credit)/charge
2020 2019
£000 £000
(Loss) before taxation - (66,574) (58,624)
‘Loss) before taxation multiplied by standard rate of
corporation tax in the UK 19.0% (2019: 19.0%) (12,649) (11,139
Effects of:
Expenses not deductible for tax purposes 7,844 (62)
Fixed asset differences 1,046 4116
Group relief surrendered . - 3,496
Re-measurement of deferred tax — change in UK tax rate (439) 188
Adjustment in respect of prior periods (1,025) 306
Deferred tax not recognised 60 205
Total tax (credit)/charge for the period (5,163) (2,890)

Finance Bill 2016 enacted provisions to reduce the main rate of UK corporation tax to 17% from 1
Aprit 2020. However, in the March 2020 Budget it was announced that the reduction in the UK rate to
17% will not occur and the Corporation Tax Rate will be held at 19%. This was enacted on 17 March
2020 and therefore applies at the balance sheet date. Deferred tax balances have been calculated

using this 19% rate.
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1.

EMPLOYEE SHARE AWARDS
(i) Performance Share Plan

Equity settled awards are granted to employees in the form of share awards. No consideration is
payable by the employees when share awards vest, other than the nominal value of 5p per share.
The vesting period is three years. Share awards will also expire if the employee leaves the company
prior to the exercise or vesting date subject to the discretionary powers of the Remuneration
Committee of the group.

The award of shares is made under the Superdry Performance Share Plan ('PSP’) for shares in the
parent company, Superdry Plc. Shares have no value to the participant at the grant date, but subject
to the satisfaction of earnings per share and total shareholder return performance targets can convert
and give participants the right to be granted nil-cost shares (other than the nominal value of 5p per
share) at the end of the performance period. The total number of share awards outstanding at the end
of the period is 111,928 (2079: 78,275). None of the shares were exercisable at the period end date.

A charge of £55,000 has been recorded in the Statement of profit or loss for the PSP (2019: £48,000).

(ii) Founder Share Plan

On 12 September 2017, the Founders of Superdry, Julian Dunkerton and James Holder, announced
the launch of a long-term incentive scheme, the Founder Share Plan (‘FSP’), under which they will
share their wealth with employees of the group.

The FSP runs from October 2017 to 30 September 2020 and has concluded by the date of signing.
See note 26 for the outcome of the FSP scheme, which constitutes a subsequent event.

The structure of the scheme at its outset was as follows:

At the conclusion of the scheme, the Founders will transfer into a fund 20% of their gain from any
increase in the group’s share price over a threshold of £18 per share.

The gain to be transferred to the fund will be calculated using the market value of the shares calculated
as the average price of a Superdry Plc share over the 20 dealing days prior to the maturity date (30
September 2020).

The proceeds from this fund will be shared across the Superdry colleague base worldwide, including
those who work part-time. Each £5 increase in the share price over the £18 threshold would see the
Founders putting £30m into the fund.

Awards will be made to employees in shares or an equivalent cash award if considered more
appropriate. The vesting period for the awards differs depending on the seniority of the colleagues in
question. To be eligible for the-award, employees need to remain in employment on the vesting date,
details of which are as follows:

e  50% - 31 January 2021
e 50% - 31 January 2022

Cash and share-settled elements — All other colleagues

e 50% - 31 January 2021
e  50% - 31 July 2021
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1.

12.

EMPLOYEE SHARE AWARDS (continued)

(ii) Founder Share Plan (continued)

The award will be settled in full by the Founders with no cost to the group and hence in accordance
with FRS 102 section 26 has been accounted for as an equity-settled share-based payment scheme.

The fair value of the award is determined using a Monte Carlo pricing model.

The share-based payment charge associated with the FSP will accrue over five financial periods, up
until financial year 2022. A charge of £318,000 has been recorded in the Statement of profit or loss

for the FSP (2019: £663;000).

INTANGIBLE ASSETS

Cost

At 28 April 2019
Additions
Disposals

At 25 April 2020

Accumulated
amortisation

At 28 April 2019
Charge for the period
Disposals
Impairment

At 25 April 2020

Net book value
At 25 April 2020

At 27 April 2019

Lease . Website &
premiums Brands Goodwill software Total
£000 £000 £000 £000
15,100 10,000 58,672 290 84,062
- - - 43 43
- - - (5) (5)
15,100 10,000 58,672 328 84,100
13,186 9,153 46,567 158 69,064
260 847 1,116 52 2,275
- - - (3) (3)
1,615 - - 4 1,619
15,061 10,000 47,683 211 72,955
39 - 10,989 117 11,145
1,914 847 12,105 132 14,998

Amortisation of intangible fixed assets is included within administrative expenses in the statement of

comprehensive income.
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13. TANGIBLE FIXED ASSETS

Land & Leasehold Furniture,

Buildings improvements fixtures & Cor_nputert er?t?r Total
fittings equipmen ehicles
£000 £000 £000 £000 £000 £000
Cost
At 28 April 2019 1,892 85,792 30,986 4,424 3 123,097
Additions - 616 ‘ 774 37 - 1,427
Disposals - (1,602) (221) (35) - (1,858)
At 25 April 2020 1,892 84,806 31,539 4,426 3 122,666
Accumulated
depreciation
At 28 April 2019 198 72,482 24170 4,102 3 100,955
Charge for the period 37 3,782 2,562 218 - 6,599
Impairment charge - 1,137 244 26 - 1,407
Disposals - (1,593) (194) (34) - (1,821)
At 25 April 2020 235 75,808 26,782 4,312 3 107,140
Net book value
At 25 April 2020 1,657 8,998 4,757 114 - 15,526
At 27 April 2019 1,694 13,310 6,816 322 - 22,142
14. INVENTORIES
2020 2019
£000 £000
Finished goods and goods for resale 26,041 20,466

There is no significant difference between the replacement cost of finished goods available for
resale and their carrying amounts.

Inventories are stated after provisions for obsolescence of £1,017,000 (20719: £197,000).
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15.

16.

DEBTORS
2020 2019
£000 £000
Trade debtors 1,355 270
Amounts owed by group undertakings 48,740 116,777
Other debtors 2,025 378
Prepayments and accrued income 2,099 7,845
54219 125270

Amounts owed by group undertakings are unsecured, have no fixed date of repayment and are
repayable on demand. Interest is charged at 4% p.a. on loan balances; no interest is charged on

trading balances. Amounts owed by group undertakings are stated after provision for impairment of
£41,203,000 (2019: nil).

Prepayments accrued income include £1,715,000 (2019: £3,310,000) of prepaid rent and rates.

Trade debtors are stated after provision for impairment of £102,000 (2079: £136,000).

DEFERRED TAX ASSET

2020 2019

£000 £000

At beginning of period 3,094 2,193

Profit and loss — (charge)/credit in the period 3,699 1,407

Effect of changes in tax rate 439 -

Prior period adjustment 635 (506)

At end of period : 7,867 3,094
The deferred tax asset is made up as follows:

2020 2019

£000 £000

Accelerated capital allowances 4,172 3,071

Short term timing differences 10 23

Losses 3,685 -

7,867 3,094
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17.

18.

19.

CREDITORS: Amounts falling due within one year

Trade creditors

Amounts owed to group undertakings
Other taxes and social security

Other creditors

Accruals and deferred income
Provisions

2020 2019
£000 £000
8,042 4,246
150,597 125,941
1,049 3,386
342 440
7,676 13,454
14,082 2,891
181,788 150,358

Amounts owed to group undertakings are unsecured, no fixed date of repayment and are repayable
on demand. Interest is charged at 4% p.a. on loan balances; no interest is charged on trading

balances.

Trade and other creditors are payable at various dates in the next three months in accordance with

the suppliers’ usual and customary credit terms.

CREDITORS: Amounts falling due after more than one year

2020 2019
£000 £000
Accruals and deferred income due one to two years 2,893 3,785
Accruals and deferred income due two to five years 5,349 6,559
Accruals and deferred income due in more than five years 2,027 3,369
Other creditors due in more than five years 202 344
10,471 14,057
PROVISIONS FOR LIABILITIES
Onerous lease Dilapidations
provision provision Total
£000 £000 £000
At 28 April 2019 33,336 439 33,775
New provision 17,000 - 17,000
Profit and loss — (credit)/charge (10,942) 1,362 (9,580)
At 25 April 2020 39,394 1,801 41,195
Analysed as:
Current provisions 14,082 - 14,082
Non-current provisions 25,312 1,801 27,113

Of the new onerous lease provision, £13,232,000 is recognised in exceptional expenses and

£3,768,000 is recognised in administrative expenses.
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19.

20.

21.

PROVISIONS FOR LIABILITIES (continued)

i) Onerous lease provision

Onerous lease provisions represent the future minimum lease payments on loss-making stores.
Onerous lease provisions are utilised over the remaining life of the lease, expected to be between
2020 and 2022.

ii) Dilapidations provision

Dilapidation provision, principally comprising provisions of dilapidation for leasehold properties, will
be utilised upon the exit or expiry of a property lease which is expected between 2020 and 2027.
CAPITAL AND OTHER COMMITMENTS

At 25 April 2020 there were no capital commitments.

At 25 April 2020 and at 27 April 2019 respectively the company had future minimum operating lease
payments under non-cancellable operating leases as follows:

Land and Buildings

2020 2019

£000 £000

Within 1 year 31,079 37,468
Between 1 and 5 years 69,256 91,246
More than 5 years 15,213 31,038
115,548 159,752

At 25 April 2020 and at 27 April 2019 respectively the company had future minimum operating lease
receipts under non-cancellable operating leases as follows:

Land and Buildings

2020 2019
£000 £000
Within 1 year © 140 140
Between 1 and 5 years 103 243
More than 5 years - -
243 383

CALLED UP SHARE CAPITAL
2020 2019
Issued and fully paid £000 £000
2 Ordinary shares of £1 each - -

The shares have attached to them full voting, dividend and capital distribution rights.
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22.

23.

24,

25.

26.

DIVIDENDS

2020 2019
£000 £000

Recommended and paid in the year - -

RELATED PARTY TRANSACTIONS

The company has taken advantage of the exemption available under FRS 102 section 33.1A not to
disclose transactions with wholly-owned members of the group headed by Superdry Plc.

ULTIMATE PARENT UNDERTAKING AND CONTROLLING PARTY

At 25 April 2020, the immediate and ultimate parent undertaking and controlling party was Superdry
Plc, a public limited company registered in the United Kingdom. This is the smallest and largest
company to consolidate the company'’s financial statements. A copy of the latest financial statements
can be obtained from the Registrar of Companies, Cardiff.

GOVERNMENT ASSISTANCE

In response to Covid-19, the company took early and decisive cash preservation measures across
the business including deferral of tax payments and seeking reductions in business rates as a result
of UK government support during the period stores were closed.

Government grants in relation to the UK's Coronavirus Job Retention Scheme (CJRS) represent a
value of £1,709,000. Reductions in rates payments from local authorities represent a value of
£1,340,000. Government grants are not recognised until there is reasonable assurance that the
company will comply with the conditions attached to them and that the grants will be received.

Government grants are recognised in profit or loss on a systematic basis over the periods in which
the company recognises as expenses the related costs for which the grants are intended to
compensate. The value is presented within other operating income.

SUBSEQUENT EVENTS

Refinancing

On 10 August 2020, the Group entered into a new financing facility with existing lenders, HSBC and
BNPP in the form of a new Asset Backed Lending Facility (“ABL Facility”) which is up to £70m, with a
term until January 2023 with amended covenants. This ABL Facility replaces the existing revolving
credit facility that the Company had in place foliowing the breach of non-financial covenants in respect
of the timing of submission of subsidiary statutory accounts. The RCF was due to expire in January
2022.

The new facility is subject to a number of financial covenants and the borrowing base will vary
throughout the year dependent on the level of the Company's eligible inventory and receivables. The
covenants outlined in this agreement include specific EBITDAR (earnings before interest, tax,
depreciation, amortisation and rent) and Fixed charge cover (earnings before interest and tax over
fixed charges) to be achieved on specified dates throughout the year. Additionally, the facility needed
to be undrawn for 5 successive days in January 2021. The EBITDAR covenant is calculated on an
internal budget basis.
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26.

Brexit . - - Coe -

SUBSEQUENT EVENTS (continued)

Restructuring

In June 2020, it was announced that the Group would undergo a restructuring programme which
included redundancies in order to make the Group fit for the future. This resulted in investing in certain”
areas of the Group whilst changing the structure and reporting lines in other areas of the business.
This is expected to result in reduced overhead staff costs by around 20% representing a £12m
annualised cost saving, with the changes impacting around 10% of Group staff, including those
employed by C-Retail Limited.

The transition period following the UK's withdrawal from the European Union came to an end on 31
December 2020. We are now following the requirements of the EU-UK Trade and Cooperation
Agreement, which was provisionally signed on 30 December 2020.

Further details on the impact of Brexit are disclosed in the Strategic Report.

FSP Scheme

The maturity date of the FSP scheme was 30 September 2020. As outlined in note 11, the Founders
were due to transfer into a fund 20% of their gain from any increase in the group’s share price over a
threshold of £18.

The market value of the shares was calculated as the average price of a Superdry Plc share over the
20 dealing days prior to the maturity date (30 September 2020).

When calculated, the market value of the-shares did not meet the minimum threshold of £18 and
therefore there is nothing to pay out on the FSP scheme.

FRS 102 stipulates that there is no adjustment to the Statement of profit or loss where the non-payout
is due to a market vesting condition, and so there is no financial impact of this non-payout in the FY21
financial accounts.

Coronavirus and impact to trade

On 31 October 2020 the UK Government announced a second national lockdown for England in
response to the Covid-19 pandemic to last from 4 November 2020 to 2 December 2020. As part of
this lockdown, non-essential retailers were required to close, including the Group’s store estate across
England. This followed similar measures affecting the store estate in Wales and Northern Ireland.

From December onwards there have been a series of additional tier-based and national lockdown
measures across the UK and EU markets, as well as wider factors affecting open stores, such as
social distancing measures, and broader economic and health concerns.

The directors expect a significant negative impact on group consumer demand, at least in the short
term. These regional lockdowns impacted group trading in UK, France, Belgium and Ireland, with
temporary store closures leading to 50% of available trading days lost in November and 25% of
available trading days lost in December.

While these continued lockdowns have worsened the immediate trading environment, the subsequent

announcement of a number of effective vaccines has improved the medium-term outlook, though we
remain cautious on the trading, operational and financial impacts.
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26.

SUBSEQUENT EVENTS (continued)

Coronavirus and impact to trade (continued)

These ongoing changes to the trading environment as a resuit of the Covid-19 pandemuc are
considered to be non-adjusting subsequent events for the purposes of these financial statements, as
at the balance sheet date the prevailing view that a “second wave” lockdown appeared unlikely.

The implications to group trading from the continuing lockdown and social distancing measures have

been considered in the company’s going concern assessment. The potential impact of coronavirus on
the valuation of certain assets is also disclosed in the sensitivities in Note 4.
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