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GYMSHARK LTD

STRATEGIC REPORT
FOR THE YEAR ENDED 31 JULY 2023

The Directors present their Strategic Report for the year ended 31 July 2023,
Principal activities and Review of business

The group of which the Company is part of, is purpose-led and exists to unite the conditioning community. The focus
for the brand is to produce products that align with its core focus in lifting and conditioning, and creating engaging
content in a thoughtful and inclusive way for its stakeholders throughout the world.

The principal activity of Gymshark Ltd (“the Company") during the period was trading as a Direct to Consumer
(“D2C") brand, selling fitness and conditioning apparel and associated accessories through e-commerce channels
and its flagship store on London’s Regent Street.

The Company trades directly with customers throughout the world, apart from the USA which is serviced by the
Company's fully owned subsidiary Gymshark USA Inc ("GUSA").

During the period to 31 July 2023, management has been mindful of the complex global macro-economic trends
and their impact on its operations and execution to the consumer. Apparel businesses have continued to suffer
from rising input costs in their supply chains, whether from rising raw materials and labour costs. However, other
costs notably freight began to normalise during the financial year. Generally, inflation and cost of living increases are
also affecting consumer spending but the board is pleased to report that the Company has continued to grow its
like-for-like external sales and ccntinues to be profitable.

The board is with delighted with the performance of its flagship store in Regent Street. The launch of this store was
well executed and the consumer feedback on the business’s events and products has been very positive. Sales
have been ahead of expectations without any detrimental impact to local sales online.

The overall strategy of the group headed by Gymshark Group Limited (“Gymshark”}, remains to continue increasing
external revenues in a profitable and sustainable manner, by selling desirable, authentic products to its growing
consumer base.

People update

The Group has successfully made a number of senior appointments to strengthen its C-suite, adding additional
experience and expertise to its existing teams. Notable appeintments include Mat Dunn (new Chief Financial Officer
who has significant retail and e-commerce experience} and Laurent Madelaine {new Chief Supply Chain and
Product Officer, the first time the business has created this role, and who has over 30 years' experience in supply
chain, sourcing and logistics in the retail sector). In addition, the business has continued to invest in making
experienced hires in managerial and executive roles in other areas of the business.

During the financial year, Niran Chana resigned as a statutory director and Noel McElhinney was appointed as a
statutory director of the Company.




GYMSHARK LTD

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 JULY 2023

KPIs

The Directors of the Company closely monitor a range of KPI's.

2023 2022
Turnover 403,818 349,054
Like-for-like external revenue* (Note 3) 305,725 256,110
Gross profit margin 50% 53%
Like-for-like external gross profit margin® 59% 85%
EBITDA (including exceptionals items} 3,870 17,104
EBITDA (excluding exceptionals items) 8,643 17,104

*Like-for-like external revenue and gross profit margin is defined as excluding: the impact of external sales and cost
of sales associated with US customers and the impact of internal sales and cost of sales to Gymshark USA Inc,
defined as Intercompany sales in Note 3.

Previously, profit before tax was considered as a KP| for the company, but due to the new arrangement of
Gymshark Ltd selling stock to GUSA whilst retaining the majority of the wider Gymshark's overhead costs, the
Directors no longer deem the measurement to be a KPI. The profit before tax KP1 is now only considered at a wider
group level.

Other KPIs that are monitored in relation to the year ended 31 July 2023 show that on a like-for-like basis*:

Orders increased by 19.1% (2022: 9%)
Unit sold increased by 11.5% (2022: 30%)
Conversion* ingreased by 10 bps (2022: 20 bps)

*Like-for-like basis on other KPlIs is defined as the impact of external customers excluding US customers.

** Conversion is calculated as the number of orders as a proportion of the number of sessions to the Gymshark
website.

Financial review

Overall, 2023 was a successful year with like-for-like extenal net revenue up 18% per annum despite tough
economic conditions and declining consumer confidence. Our progress was underpinned by the relevance and
quality of our products to consumers, the resocnance of our brand with the conditioning community and
improvemenits to the efficiency and effectiveness of our operations.

It was a difficult start to the year with our first quarter impacted by the Cost-of-Living crisis. However, we
successfully launched our first permanent retail store on Regent Street and immediately saw a strong performance.
Despite the tough start, The Black Friday and Cyber Monday 2022 sales event performed well and momentum built
from there.

Since January 2023, the Company has focused on execution particularly in product, supply chain and the
commercial areas of its business working to improve the effectiveness and efficiency of its operations. In the short-
term this has led to a focus on bettering the way we interact with customers, increasing levels and relevance of new
product whilst reducing historic excess stock. This impacted like-for-like external gross margin which was 59% for
2023 (2022: 65%), but has delivered efficiencies in our supply chain and materially improved our cash flow.




GYMSHARK LTD

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 JULY 2023

During this pericd, the Company also restructured its regional offices (North America, Hong Kong and Mauritius) to
reduce the complexity in its operations and exits the year a much more simple and effective business. This,
alongside the net working capital unwind, has allowed the Company to increase investment in areas to help drive
future growth, including strategic brand investments (e.g. large lifting events), and new technology projects to
improve our digital experience.

All of this has resulted in EBITDA {excluding exceptional costs) decreasing year on year in 2023 to £8.6m from
£17.1m in 2022, whilst strategically investing in the brand and positioning the business for future growth. This
decrease was mainly driven by FX rate fluctuations on an intercompany loan — please refer to Gymshark Group
Limited's Financial Statements further detail on broader Group profitability.

Principal risks and uncertainties

The company's operational and financial performance is subject to several principal risks, which are set out below.
The risks outlined below apply to both the company and the wider Gymshark Group, where they are centrailly
managed and mitigated.
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GYMSHARK LTD

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 JULY 2023

Section 172 (1) Companies Act 2006 statement
The directors understand the contents of Section 172(1) and their obligations to consider the matters set out in this
provision in their roles.

During the period to 31 July 2023, the directors committed to improve the corporate governance within the wider
Gymshark Group, providing greater structure and consistency to processes and decision-making. The directors
provide scrutiny and oversight to the strategy and performance of the Company, focusing on trading, brand
performance, product development, people and the business’'s community as well as the strength of the Company’s
internal controls and systems.

The Company’s values include doing the right thing, be human and be caring. These values apply as much toits
corporate governance as to its trading operations. For example, doing the right thing encompasses honesty,
trustworthy and genuine; be human stresses the importance of being accessible, inclusive, and humble; and be
caring comprises being conscious of the world we live in, caring for those around us and being proactive to create
positive change. The directors accept and embrace these values in their work.

Our key stakeholders groups are set out below. Each stakeholder group has their own individual priorities, of which
the Directors are aware and consider. These priorities are considered, where appropriate, in the Board's decision
making.

Stakeholders Why they are important

Our customers are essential to our performance and the reason

Our community — that we exist.

customers and wider society
\We aim to be a responsible business and achieve our sustainability
objectives to positively impact local communities.

Our athletes and influencers QOur athletes and influencers are ambassadors for the brand
providing marketing services and promoting awareness of our
brand.

Our suppliers of both stock and We acknowledge that relationships with our stock suppliers are
goods not for resale important to our financial performance — they provide us with
products we need to operate the business.

Our staff Our people are key to the delivery of the business’s strategy.

Our ultimate shareholders Qur shareholders are providers of capital and have a financial
interest in our performance.

IOur funders Qur funders provide us with access to a facility to help fund our
working capital. Our funders have a financial interest in our
performance, and we have quarterly covenants to satisfy.

Below are examples which show how the factors set out in section 172(1) have been considered in some of the
Company’s key decision-making.
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GYMSHARK LTD

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 JULY 2023

Future Developments

The Directors recognise that the wider macro-economic environment is continuing to have an impact on the
consumer and on the Company’s business. As a result, the Directors anticipate that the previous growth trajectory
that the Company expetienced in different times will not continue in the same way. However, the group is confident
that it can continue to grow its business meaningfully whilst improving profitability and has clear plans in place to
deliver this. The main areas for future development include improved digital experience, expanding the Company's
cperations in new territories, physical retail and thoughtful extensions to the product range. Any such extensions or
expansion will be carried out in line with the Company’s purpose of uniting the conditiching community.

On behalf of the board

DocuSigned by:

Bun Framus

B4D5BBSB4EATATE.

B Francis
Director

Date: 23 November 2023
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GYMSHARK LTD

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 JULY 2023

The directors present their annual report and financial statements for the year ended 31 July 2023.

Results and dividends
The profit for the year, after taxation, amounted to £2.8m (2022: £12.6m). No dividends were paid during the year
(2022: £10.6m}.

Disclosure of information in the strategic report

In preparing the Directors' report, the directors have complied with 5414C (11) of the Companies Act 2006 by
including certain disclosures required by S416(4) within the Strategic Report which are future developments,
research and development and business relationships.

Directors

The directors who held office during the year and up to the date of signature of the financial statements were as
follows:

B Francis

M Dunn {Appointed 9 January 2023)

N A McElhinney {Appointed 1 April 2023}

N Chana {Appointed 1 August 2022 and resigned 22 June 2023}
P Daw (Resigned 31 December 2022)

Disabled persons
The Company gives full consideration to applications for employment from anyone with a disability, and commits to
ensuring our opportunities at Gymshark are more accessible to people with disabilities by:

. Providing a fully inclusive and accessible recruitment process

* Being flexible when assessing people, so disabled job applicants have the best opportunity to demonstrate
that they can do the job

. Offer an interview to all disabled candidates who meet the minimum criteria for the role in which they are
applying for
. Making workplace adjustments (also known as reasonable adjustments) as required

Where existing employees become disabled, it is in the Company’s policy wherever practicable to make every effort
to ensure that they stay in continuous employment and provide training and career development and promotion to
disabled employees where appropriate.

Employee involvement

The Directors support the participation of employees in the activities of the Company, encourage employees to
become involved in the pursuit of safety, efficiency, inclusion, and high performance, and provide employees with
regular two-way communication on the company’s plans, performance and figures.

Empioyee Wellbeing

The Company supports employee wellbeing through a cheice of inclusive benefits, free access to mental health
support, including over 30 trained mental health first aiders, 24/7 access to a GP and welibeing app, plus PMI for all
employees. The Company regularly promotes and encourages everyone to get involved with physical and mental
wellbeing activities and has developed an internal wellbeing hub; The Life Locker, to host all information for support
and resources available to employees.

Equity, Diversity and Inclusion

The Company continues to deliver and develop it's EDI Strategy. In 2023 the Company launched a new employee
resource group (ERG}), The Belonging Committee, a team led internally by colleagues to promote, educate, and
celebrate all things EDI, with a particular focus currently on gender equity, multi-cultures, LGBTQ+, disability and
wellbeing. The Company is committed to ensuring that everyone has the chance to fulfil their potential, whilst
working in an enjoyable inclusive envireonment. It is in the Company’s policy to promote equal opportunities at work
and ensure no employee or job applicant is subjected to discrimination, harassment, bullying or victimisation in the
workplace.

-14 -



GYMSHARK LTD

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 JULY 2023

Social Impact

The Group has sought to increase the social impact it has for our colleagues and local communities, therefore has
established an Impact Committee to ensure a fair, inclusive, and consistent process for all volunteering and
fundraising. We offer colleagues one volunteering day per year, which embodies our values of doing the right thing
and being proactive to create positive change. We also offer match funding up to a certain amount te support
employees with their personal charitable efforts.

Donations
Charitable donations during the year totalled £44k (2022: £133k). There were no political donations.

Post reporting date events
No post year events to report.

Going concern

The directors are required to assess the Company’s ability to continue as a going concern for a period of at least 12
manths from the date of the signing of the Company’s financial statements. The Company's going concern
assessment considers the Company’s principal risks and is dependent on a number of factors, including financial
performance, continued access to borrowing facilities and the ability to operate the Company’s borrowing facilities
within its financial covenants. At 31 July 2023 the Company had net current liabilities of £29,189k (2022: £128,387k
net current assets), cash and cash equivalents of £30,446k (2022: £33,029k) and net cash of £30,446k (2022:
£17,206k net debt). The Company has a £50m committed revolving credit facility (RCF'} with an additional £30m
committed accordion, that expires in December 2024 with an option to extend the facility for a further 2 years until
December 20286, This facility is only expected to be used to meet short-term working capital fluctuations. As at 31
July 2023 the RCF was fully repaid, as at the date of this report £nil is drawn, following the peak promotional period.
The RCF has covenants measuring net leverage and interest cover, which are tested quarterly.

Due to continued Company profitability, the detailed review of the going concem assessment was focused arcund
working capital management, in particular, the liquidity and the net leverage covenant of the Company during the
months preceding significant promotions, when the Company builds its inventory holding. For the purpose of the
going concern model, the Company’s cash flow forecasts includes cash generated by it's wholly owned subsidiary,
Gymshark USA Inc, which are assumed to be remitted back to the UK. The review included an assessment cf the
future funding requirements, based on trading continuing in line with current and future performance expectations
and focused on the expected weekly cash flows and quarterly covenant compliance forecasts extending to 31
December 2024, This revised base case modeiled adequate headroom on covenants at all testing dates throughout
the going concern period along with sufficient levels of cash to fund working capital management.

Consideration has alsc been given to severe but plausible downside scenarios to determine the impact on
profitability and future cash flows. In the 2024 financial year to date, revenue is tracking at ¢.20% higher than the
corresponding period during the year ended 31 July 2023. As part of our considerations we developed multiple
downside scenarios whereby future sales are below the projected levels in the base forecast, including there being
no increase in revenue in the financial year ended 31 July 2023 compared to the prior year. This scenario modelling
also included a reasonable controllable mitigation which involves reducing inventory purchases during the current
year to reduce any surplus stock at 31 July 2024 as well as reviewing other costs to ensure the Company remained
profitable with positive cash flow

The impact of this scenario on cash flow demonstrated that the business would still have headroom on its
covenants at all testing dates and sufficient liquidity to continue building up inventory holdings before the significant
promotions,

The directors have also considered the impact of key inventory and non-inventory suppliers on going concern. The
business has diverse supplier base by geography and by the number of inventory suppliers, so that there is not an
over reliance on a single country or company for inventory. Major suppliers of goods or services not for resale were
identified as key but no indications have been identified with respect to these companies ceasing to trade. The
company has not been approached by any supplier of goods or services to improve payment terms which would
have impacted working capital requirements, Over the next financial year, the supplier base wili be diversified
further, with new suppliers onboarded in new territories to support the roll out of the sourcing strategy and drive
down shipment times / duty rates.
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GYMSHARK LTD

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 JULY 2023

A reverse stress test scenario has also been modelled to assess the level of revenue reduction that would be
required to cause a liquidity or covenant issue. The directors also considered what interest rates would give rise to
an interest cover issue under the plausible but severe scenarios. The likelihcod of these scenarios were then
assessed. The directors concluded that the reverse stress test scenarios are remote.

It is acknowledged by the directors that the company will seek further committed funding, as necessary, to fund any
additional short-term working capital in advance of entering any obligations to purchase inventory fuelled by
increased demand.

Under both the base case and plausible but severe downside scenarios, the directors consider the likelihood of the
facility needing to be drawn at the date of its expiry to be remote.

The directors also considered and assessed that there were no significant events forecast immediately beyond 31
December 2024 that would impact the going concern assessment. Therefore, the directors are satisfied that the
Company will have sufficient ongoing facilities available throughout the forecast period used to assess the going
concern assumption.

Based on their assessment, the directors believe the Company has adeguate available resources to fund its
operations for the foreseeable future, and not less than 12 months from the date of the signing of these Company
financial statements, and so determine that it remains appropriate for the Company financial statements to be
prepared on a going concern basis.

Energy and carbon report

The directars are aware of the requirements for large UK companies to report on their UK energy use and carbon
emissions. The information in relation to greenhouse gas emissicns, energy usage, and energy efficiency actions
which includes Gymshark Ltd's impact, is included Gymshark Group Limited financial statements.

Statement of directors’ responsibilities
The directors are responsible for preparing the annual repert and the financial statements in accordance with
applicable law and regulations.

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

«» select suitable accounting policies and then apply them consistently;

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

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

- prepare the financial statements on the going concern basis unless it is inappropriate 10 presume that the
company will continue in business.

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

Under applicable law and regulations, the directors are also responsible for preparing a strategic report, and
directors’ report that comply with that law and those regulations. The directors are responsible for the maintenance
and integrity of the corporate and financial information included on the company's website.

Statement of disclosure to auditor

The directors who held office at the date of approval of this directors’ report confirm that, so far as they are each
aware, there is no relevant audit information of which the Company auditor is unaware, and each director has taken
all the steps that he ought to have taken as a director to make himself aware of any relevant audit information and
to establish that the Company auditor is aware of that information.
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GYMSHARK LTD

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 JULY 2023

Auditor
The auditors, Ernst & Young LLF, will be proposed for reappointment in accordance with section 485 of the
Companies Act 2006.

On behalf of the board

DocuSigned by:

Bun Frams

8405885B4EATATE ..

B Francis
Director

Date: 23 November 2023
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INDEPENDENT AUDITOR'S REPORT
TO THE MEMBERS OF GYMSHARK LTD

Opinion

We have audited the financial statements of Gymshark Ltd for the year ended 31 July 2023 which comprise the
Statement of Comprehensive Income, the Balance Sheet, the Statement of Changes in Equity and the related notes
1 to 35, including a summary of significant accounting policies. The financial reporting framework that has been
applied in their preparation is applicable law and United Kingdom Accounting Standards including FRS 102 “The
Financial Reporting Standard applicabie in the UK and Republic of Ireland” (United Kingdom Generally Accepted
Accounting Practice) (“FRS 1027).

In our epinion, the financial statements:
» give a true and fair view of the company’s affairs as at 31 July 2023 and of its profit for the year then ended;
. have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice; and

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

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK} ("ISAs (UK)") and applicable
law. Our responsibilities under those standards are further described in the Auditor's responsibilities for the audit of
the financial statements section of our report. We are independent of the company in accordance with the ethical
requirements that are relevant to our audit of the financial statements in the UK, including the FRC's Ethical
Standard, and we have fulfilled our other ethical responsibilities in accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern
In auditing the financial statements, we have concluded that the directors’ use of the going concern basis of
accounting in the preparation of the financial statements is appropriate.

Based on the work we have performed, we have not identified any material uncertainties relating to events or
conditions that, individually or coliectively, may cast significant doubt on the company’s ability to continue as a going
concern for a period to 31 December 2024.

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the
relevant sections of this report. However, because not all future events or conditions can be predicted, this
statement is not a guarantee as to the company's ability to continue as a going concern.

Other information

The other information comprises the information included in the annual report, other than the financial statements
and our auditor’s report thereon, The directors are responsible for the other information contained within the annual
report.

Our opinion on the financial statements does not cover the other information and, except to the extent otherwise
explicitly stated in this report, we do not express any form of assurance conclusion thereon.

Qur responsibility is to read the other information and, in doing so, consider whether the other information is
materially inconsistent with the financial statements or our knowledge obtained in the course of the audit or
otherwise appears to be materially misstated. If we identify such material inconsistencies or apparent material
misstatements, we are required to determine whether this gives rise to a material misstatement in the financial
statements themselves. If, based on the work we have performed, we conclude that there is a material
misstatement of the other information, we are required to report that fact.

We have nothing to report in this regard.
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INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBERS OF GYMSHARK LTD

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

. the strategic report and directors’ report have been prepared in accordance with applicable legal requirements.

Matters on which we are required to report by exception
In the light of the knowledge and understanding of the company and its environment obtained in the course of the
audit, we have not identified material misstatements in the strategic report or the directors’ report.

We have nothing to report in respect of the following matters in relation to which the Companies Act 2006 requires
us to report to you if, in our opinion:
. 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 ail the information and explanations we require for our audit.

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement set out on page 16, 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 1o 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

Qur objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstaiement, 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 materiai 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.

Explanation as to what extent the audit was considered capable of detecting irregularities, including fraud

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures in
line with our responsibilities, cutlined above, to detect irregularities, inciuding fraud. The risk of not detecting a
material misstatement due to fraud is higher than the risk of not detecting one resulting from error, as fraud may
involve deliberate concealment by, for example, forgery or intentional misrepresentations, or through collusion. The
extent to which our procedures are capable of detecting irregularities, including fraud is detailed below. However,
the primary responsibility for the prevention and detection of fraud rests with both those charged with governance of
the entity and management.

. We obtained an understanding of the legal and regulatory frameworks that are applicable to the company and
determined that the most significant are those that relate to the reporting framework and the relevant direct
and indirect tax compliance reguiations.

. We understood how Gymshark Ltd is complying with those frameworks making enguiries of management, the
audit committee and the Company Secretary. We corroborated those enguiries through our review of Board
minutes and noted that there was no contradictory evidence.
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. We assessed the susceptibility of the company's financial statements to material misstatement, including how
fraud might occur considering the risk assessment performed by management, understanding the controls in
place to mitigate fraud and considering which areas may be most susceptible to the risk of management
override, We also performed risk assessment analytical procedures and identified sources and types of
journal entries in the company’s financial processes. Any fraud risk factors identified were evaluated to
identify risk of material misstatement due to fraud. We did not identify any material risks of misstatement due
to fraud, other than the presumptive risk of material misstatement due to fraud in respect of revenue
recognition and management override.

. Based on this understanding we designed our audit procedures to identify noncompliance with such laws and
regulations, including in respect of fraud. Cur procedures involved using data analytic approaches to identify
any unusual journal entries, including any in the revenue process and obtaining evidence that those journals
are authorised, supported by appropriate documentation and have been accounted for appropriately. We also
made enquiries of those charged with governance and those outside of the finance function as to whether
there was any actual or suspected fraud. These procedures were designed to provide reasonable assurance
that the group and parent company financial statements were free from material misstatement due to fraud.

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

Use of our report

This report is made solely to the company's members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Qur 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 respensibility 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.

DocuSigned by:

(ot &Sy U

B6AB0GOB0138444 .

James Golder {Senior statutory auditor)

for and on behalf of Ernst & Young LLP, Statutory Auditor
Birmingham

23 November 2023
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GYMSHARK LTD

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 JULY 2023

Notes
Turnover 3
Cost of sales
Gross profit
Distribution costs
Administrative expenses
Other operating income 4
Exceptional items 5
Operating (loss)Mprofit 6
Interest receivable and similar income 10
Interest payable and similar expenses 11
Profit hefore taxation
Taxaticn 12

Profit for the financial year

The profit and loss account has been prepared on the basis that all operations are continuing operations.

2023
£'000

403,818
(200,686)

203,132

(61,990)

(146,505)
6,649
(4,772)

(3,486)

8,337
(3.016)

1,835

955

2,790

2022
£°000

349,054
(163,709)

185,345

(60,755)

(116,749)
7,784

(2,290)

13,335

3,765
(1,092)

16,008

(3.381)

12,627

No recognised gains and losses for 2023 other than those included in the Statement of Comprehensive income.

There was no other comprehensive income for 2023 (2022: £Njl}.

The notes on pages 25 to 47 form part of these financial statements.
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BALANCE SHEET
AS AT 31 JULY 2023

Fixed assets

Intangible assets

Tangible assets

Investments - equity
Investments - long term loans

Current assets

Siocks

Debtors:

amounts falling due within one year
amounts falling due after one year
Cash and cash equivalents

Creditors: amounts falling due
within one year

Provisions

Net current (liabilities)/assets

Total assets less current liabilities

Creditors: amounts falling due after

more than one year
Provisions for liahbilities

Provisions
Deferred tax liability

Net assets

Capital and reserves
Called up share capital
Profit and loss reserves

Total equity

Notes
14
15

16
18

19
20

21

22

26

23

26
25

27
29

2023

£'000 £'000

3,436

36,067

22

108,948

148,473
64,484
23,365
1,91
30,446
120,206
(148,821)
(584)
(149,405)

(29,199)

119,274
(1,617)
(3,927)

(5,544)

113,730

113,730

113,730

The notes on pages 25 to 47 form part of these financial statements.

2022

£'000 £'000

680

35,747

36,427
81,742
45,279
66,810
33,029
226,860
(94,338)
(4,135)
(98,473)

128,387

164,814

(50,000)
(1,322)
(2,552)

(3.874)

110,940

110,040

110,940
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BALANCE SHEET (CONTINUED)
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The financial statements were approved by the board of directors and authorised for issue on 23 November 2023 and
are signed on its behalf by:

DocuSigned by:

Bua. Frans

BADGBBSB4EATATE .

B Francis
Director

Company Registration No. 08130873
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GYMSHARK LTD

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 JULY 2023

Balance at 1 August 2021

Year ended 31 July 2022:

Profit and total comprehensive income for the year
Dividends

Balance at 31 July 2022

Year ended 31 July 2023:
Profit and total comprehensive income for the year

Balance at 31 July 2023

Notes

13

The notes on pages 25 to 47 form part of these financial statements.

Share Profitand Total
capital loss
reserves
£'000 £'000 £7000
- 108,913 108,913
- 12,627 12,627
- {10,600) {10,600}
- 110,940 110,940
- 2,790 2,790
- 113,730 143,730
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GYMSHARK LTD

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 JULY 2023

1.1

General information

Gymshark Ltd is a private company fimited by share, incomporated in the United Kingdom under the
Companies Act 2006 and registered in England and Wales with the registered number 08130873. The
address of the registered office is GSHQ, Blythe Valley Park, 3 Central Boulevard, Solihull, B30 8AB.

The nature of the Company's operations and principal activities are set out in the Strategic Report.
Accounting policies

Basis of preparation of financial statements

These financial statements have been prepared in accordance with FRS 102 “The Financial Reporting
Standard applicable in the UK and Republic of lreland” ("FRS 102") and the requirements of the Companies
Act 2006.

The financial staterments are prepared in stering, which is the functional currency of the company. Monetary
amounts in these financial statements are rounded to the nearest £'000.

Under FRS 102 (section 1.12), the company is exempt from the requirement to present a statement of cash
flows and related notes on the grounds that its ultimate parent company (Gymshark Group Limited) includes
the company's cash flows in its own consolidated financial statements. This information is included in the
consolidated financial statements of Gymshark Group Limited as at 31 July 2023 and these financial
statements may be obtained from the registered office.

The Company has taken advantage of the exemption available under Section 400 of the Companies Act
2006 from preparing Censolidated Accounts, as it is a wholly owned subsidiary of Gymshark Group Limited,
a company registered in the United Kingdom which itseif prepares consolidated financial statements that are
publicly available.

The financial statements have been prepared under the historical cost convention. The principal accounting
policies adopted are set out below.

.95,



GYMSHARK LTD

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 JULY 2023

1.2

Going concern

The directors are required to assess the Company’s ability to continue as a going concern for a period of at
least 12 months from the date of the signing of the Company’s financial statements. The Company's going
concern assessment considers the Company’s principal risks and is dependent on a number of factors,
including financial performance, continued access to borrowing facilities and the ability 1o operate the
Company’s borrowing facilities within its financial covenants. At 31 July 2023 the Company had net current
liabilities of £29,199k (2022: £128,387k net current assets), cash and cash equivalents of £30,446k (2022:
£33,029k) and net cash of £30,446k (2022: £17,206k net debt). The Company has a £560m committed
revolving credit facility (RCF’) with an additional £30m committed accordion, that expires in December 2024
with an option to extend the facility for a further 2 years until December 2026. This facility is only expected to
be used to meet short-term working capital fluctuations. As at 31 July 2023 the RCF was fully repaid, as at
the date of this report £nil is drawn, following the peak promotional period. The RCF has covenants
measuring net leverage and interest cover, which are tested quarterly.

Due to continued Company profitability, the detailed review of the going concern assessment was focused
around working capital management, in particular, the liquidity and the net leverage covenant of the
Company during the months preceding significant promotions, when the Company builds its inventory
holding. For the purpose of the going concern model, the Company’s cash flow forecasts includes cash
generated by it's wholly owned subsidiary, Gymshark USA Inc, which are assumed 1o be remitted back to the
UK. The review included an assessment of the future funding requirements, based on trading continuing in
line with current and future performance expectations and focused on the expected weekly cash flows and
quarterly covenant compliance forecasts extending to 31 December 2024. This revised base case modelled
adequate headroom on covenants at all testing dates throughout the going concern period along with
sufficient levels of cash to fund working capital management.

Consideration has also been given to severe but plausible downside scenarios to determine the impact on
profitability and future cash flows. In the 2024 financial year to date, revenue is tracking at ¢.20% higher than
the corresponding period during the year ended 31 July 2023. As part of our considerations we developed
multiple downside scenarios whersby future sales are below the projected levels in the base forecast,
including there being no increase in revenue in the financial year ended 31 July 2023 compared to the prior
year. This scenaric modelling also included a reasonable controllable mitigation which involves reducing
inventory purchases during the current year to reduce any surplus stock at 31 July 2024 as well as reviewing
other costs to ensure the Company remained profitable with positive cash flow

The impact of this scenario on cash flow demonstrated that the business would still have headroom on its
covenants at all testing dates and sufficient liquidity to continue building up inventory holdings before the
significant promotions.

The directors have also considered the impact of key inventory and non-inventory suppliers on going
concern. The business has diverse supplier base by geography and by the number of inventory suppliers, so
that there is not an over reliance on a single country or company for inventory. Major suppliers of goods or
services not for resale were identified as key but no indications have been identified with respect to these
companies ceasing to trade. The company has not been approached by any supplier of goods or services to
improve payment terms which would have impacted working capital requirements. Over the next financial
year, the supplier base will be diversified further, with new suppliers onboarded in new territories to support
the roll out of the sourcing strategy and drive down shipment times / duty rates.

A reverse stress test scenario has also been modelled to assess the level of revenue reduction that would be
required to cause a liquidity or covenant issue. The directors also considered what interest rates would give
rise to an interest cover issue under the plausible but severe scenarios. The likelihoed of these scenarios
were then assessed. The directors concluded that the reverse stress test scenarios are remote.

It is acknowledged by the directors that the company will seek further committed funding, as necessary, to
fund any additional short-term working capital in advance of entering any obligations to purchase inventory
fuelled by increased demand.

-96-



GYMSHARK LTD

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 JULY 2023

1.3

14

1.5

Under both the base case and plausible but severe downside scenarios, the directors consider the likelihood
of the facility needing to be drawn at the date of its expiry to be remote,

The directors also considered and assessed that there were no significant events forecast immediately
beyond 31 December 2024 that would impact the going concem assessment. Therefore, the directors are
satisfied that the Company will have sufficient ongoing facilities available throughout the forecast period used
to assess the going concem assumption.

Based on their assessment, the directors believe the Company has adeqguate available resources to fund its
operations for the foreseeable future, and not less than 12 months from the date of the signing of these
Company financial statements, and so determine that it remains appropriate for the Company financial
statements to be prepared on a going concern basis.

Turnover
Revenue primarily relates to Direct 1o Consumer internet sales, intercompany sales, in addition to wholesale
sales and sales made in the Regent Street store.

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Company
and the revenue can be reliably measured. Revenue is recorded net of deductions for returns, discounts and
sales taxes and recognised when control of the goods are transferred over to the customer.

The amount of revenue arising from the sale of goods and provision of services has been disclosed in Note 3
to the financial statements.

A gift card liability is the obligation to transfer goods to a customer for which the company has received
consideration. If consideration is received before the company transfers goods to the customer, revenue is
deferred, and a gift card liability is recognised. Customer deposits and gift cards are recognised as revenue
when the customer is passed control of the goods.

The company's policy is to sell products with a right of return within 30 days. The company uses the
expected value method to estimate the value of goods that will be returned. A refund liability due to
customers is recognised within creditors due within onhe year.

Other operating income

Other operating income includes revenue from all other operating activities which are not related fo the
principal activities of the company, such as management fees, gains/losses from dispesals, dividend income,
etc.

Intangible fixed assets
Intangible assets are initially recognised at cost. After recognition, under the cost model, intangible assets
are measured at cost less any accumulated amartisation and any accumulated impairment losses.

Capitalised software development costs include internal payroll-related costs for those directly involved with
the project and associated external costs for services and goods. Costs are only capitalised to these projects
during the development and testing stages when specific criteria are met including; costs being reliably
measured, assessment of technical feasibility, future economic benefit expected from the assel and the
ability to use or sell the software.

If there is an indication that there has been a significant change in amortisation rate, useful economic life or
residual value of an intangible asset, the amortisation is revised prospectively to reflect the new estimates.
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1.6

1.7

1.8

Amortisation is recognised so as to write off the cost or valuation of assets less their residual values over
their useful lives on the following bases:

Software & IT 2-5 years straight line

Assets under construction are carried at cosl, Amortisation of these assets commences when they are
complete and ready 1o use,

Tangible fixed assets

Tangible fixed assets under the cost model are stated at historical cost less accumulated depreciation and
any accumnulated impairment losses. Historical cost includes expenditure that is directiy attributable to
bringing the asset to the location and condition necessary for it to be capable of operating in the manner
intended by management.

Depreciation is charged so as to allocate the cost of assets less their residual value over their estimated
useful lives, using the straight line method.

Depreciation is provided on the following basis:

Furniture, fixtures and equipment 5 - 10 years straight line
Plant and machinery 3 - 10 years straight line

The assets' residual values, useful lives and depreciation methods are reviewed, and adjusted prospectively
if appropriate, or if there is an indication of a significant change since the last reporting date.

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and are
recognised in the Statement of Comprehensive Income.

Assets under construction are carried at cost. When the asset is complete and ready for use, the asset will
be transferred to the appropriate asset class and depreciation will commence on the asset.

Fixed asset investments
Investments in subsidiaries are measured at cost less accumulated impairment.

Impairment of fixed assets

A review for indicators of impairment is carried out at each reporting date, with the recoverable amount being
estimated where such indicators exist. Where the carrying value exceeds the recoverable amount, the asset
is impaired accordingly. Prior impairments are also reviewed for possible reversal at each reporting date.

For the purposes of impairment testing, when it is not possible to estimate the recoverable amount of an
individual asset, an estimate is made of the recoverable amount of the cash generating unit to which the
asset belongs. The cash generating unit is the smallest identifiable group of assets that includes the asset
and generates cash inflows that are largely independent of the cash inflows from other assets or groups of
assets.
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1.9

Stacks

Stocks are stated at the lower of cost and net realisable value, being the estimated selling price less costs to
complete and sell. Cost is based on the cost of purchase on a first in, first out basis plus the absorbed cost of
duty and freight to ship the preduct to the warehouses.

At each reporting date, stocks are assessed for impairment. If stock is impaired, the carrying amount is
reduced to its selling price less costs to complete and sell, and the impairment loss is recognised
immediately in the Statement of Comprehensive Income.

Cash and cash equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable without penalty on
notice of not more than 24 hours. Cash equivalents are highly liquid investments that mature in no more than
three months from the date of acquisition and that are readily convertible to known amounts of cash with
insignificant risk of change in value.

Financial instruments

The Company only enters into basic financial instrument transactions that result in the recognition of financial
assets and fiabilities such as trade and other debtors and creditors, loans from banks and other third parties,
loans to related parties and investments in ordinary shares.

Debt instruments {other than those whally repayable or receivable within ane year), including loans and other
accounts receivable and payable, are initially measured at present value of the future cash flows and
subsequently at amortised cost using the effective interest method. Debt instruments that are payable or
receivable within one year, typically trade debtors and crediiors, are measured, initially and subsequently, at
the undiscounted amount of the cash or other consideration expected to be paid or received. However, if the
arrangements of a short term instrument constitute a financing fransaction, like the payment of a frade debt
deferred beyond normal business terms or in case of an out right short term loan that is not at market rate,
the financial asset or liability is measured, initially at the present value of future cash flows discounted at a
market rate of interest for a simitar debt instrument and subsequently at amortised cost, uniless it qualifies as
a loan from a director in the case of a small company, or a public benefit entity concessionary loan.

Financial assets that are measured at cost and amortised cost are assessed at the end of each reporting
period for objective evidence of impairment. If objective evidence of impairment is found, an impairment loss
is recognised in the Statement of Comprehensive Income.

For financial assets measured at amortised cost, the impairment loss is measured as the difference between
an asset’s carrying amount and the present vafue of estimated cash flows discounted at the asset’s original
effective interest rate. If a financial asset has a variable interest rate, the discount rate for measuring any
impairment loss is the current effective interest rate determined under the contract.

For financial assets measured at cost less impairment, the impairment loss is measured as the difference
between an asset's carrying amount and best estimate of the recoverable amount, which is an approximation
of the amount that the Company would receive for the asset if it were to be sold at the reporting date.

Financial assets and liabilities are offset and the net amount reported in the Balance Sheet when there is an
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

Taxation

The tax expense for the year comprises current and deferred tax. Tax is recoghised in profit or loss except
that a charge attributable to an item of income and expense recegnised as other comprehensive income or to
an item recognised directly in equity is also recognised in other comprehensive income or directly in equity
respectively.
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1.13

Current tax

The current income tax charge is calcuiated on the basis of tax rates and laws that have been enacted or
substantively enacted by the reporting date in the countries where the Company operates and generates
income,

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

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

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

Deferred tax balances are not recognised in respect of permanent differences except in respect of business
combinations, when deferred tax is recognised on the differences between the fair values of assets acquired
and the future tax deductions available for them and the differences between the fair values of liabilities
acquired and the amount that will be assessed for tax. Deferred tax is determined using tax rates and laws
that have been enacted or substantively enacted by the reporting date.

Provisions

Provisions are recognised where the company has a present legal or constructive obligation, as a result of a
past event, it is probable that a transfer of economic benefits will be required to settle the obligation, and a
reliable estimate of the obligation can be made.

The provision for dilapidations is recognised where there is a present obligation to restore leased premises to
their pre-occupancy state at the end of the lease. The provision is calculated for each lease with reference to
the size of the lease and using third party information where appropriate. The cost is recognised across the
lease term:.

Retirement benefits

Obligations for contributions to defined contribution pension plans are recognised as an expense in the
statement of comprehensive income as incurred. Differences between contributions payable in the year and
contributions actually paid are shown as either accruals or prepayments in the statement of financial position.

Leases
Rentals paid under operating leases are charged to the Statement of Comprehensive Income on a straight
line basis over the lease term.

Benefits received and receivable as an incentive to sign an operating lease are recognised on a straight line
basis over the lease term, unless another systematic basis is representative of the time pattern of the
lessee's benefit from the use of the leased asset.
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1.18

1.19

1.20

121

1.22

1.23

Assets held under finance leases

Assets held under finance leases and hire purchase contracts are recognised in the Balance Sheet as assets
and liabilities at the lower of the fair value of the assets and present value of the minimum lease payments,
which is determined at the inception of the lease term. Any initial direct costs of the lease are added to the
amount recognised as an asset.

Lease payments are apportioned between the finance charges and reduction of the outstanding lease liability
using the effective interest method. Finance charges are allocated to each period so as to produce a
constant rate of interest on the remaining balance of the liability.

Foreign exchange
Foreign currency transactions are translated into the functional currency using the spot exchange rates at the
dates of the transactions.

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

Foreign exchange gains and losses resulting from the settlement of transactions and from the translation at
period end exchange rates of monetary assets and liabilities denominated in foreign currencies are
recognised in profit or loss except when deferred in other comprehensive income as qualifying cash flow
hedges.

All foreign exchange gains and losses and presented in the profit and loss account within Administrative
expenses.

Trade and other debtors

Short term debtors are measured at transaction price, less any impairment. Loan receivables are measured
initially at fair value, net of transaction costs, and are measured subsequently at amortised cost using the
effective interest method, less any impairment.

Trade and other creditors

Short term creditors are measured at the fransaction price. Other financial liabilities, including bank loans,
are measured initially at fair value, net of transaction costs, and are measured subsequently at amortised
cost using the effective interest methed.

Interest income
Interest income is recognised in profit or loss using the effective interest method.

interest payable

Finance costs are charged to the profit or lass over the tem of the debt using the effective interest method
s0 that the amount charged is at a constant rate on the carrying amount. Issue costs are initially recognised
as a reduction in the proceeds of the associated capital instrument.

Exceptional items

During the current financial year an exceptionai items accounting policy has been creafed. Exceptional items
relate to those material, non-recurring and unusual items that are of significant enough size to present
separately on the Statement of Comprehensive Income, whereby the Directors deem separate presentation
allows for the Company's financial performance to be fairly anaitysed. Further infarmation is disclosed on note
5.

Dividends
Equity dividends are recognised when a legally binding liability is established. Final equity dividends are
recognised when approved by the shareholders at an annual general meeting.

-31-



GYMSHARK LTD

NOTES TO THE FINANCIAL STATEMENTS {CONTINUED)
FOR THE YEAR ENDED 31 JULY 2023

1.24 Investment in foreign operations
During the period ended 31 July 2023, a monetary balance of $140 millicn between Gymshark Limited and
Gymshark USA Inc, has been designated as part of Gymshark Limited’s net investment in Gymshark USA
Inc. This is a monetary item that is a receivable whereby the settlement for the manetary item is neither
planned nor likely to occur in the foreseeable future, in substance, this is part of the entity’s net investment in
that foreign operation. Such monetary items may include long-term receivables or loans.

Exchange differences arising on a monetary item that forms part of the company’s net investment in a foreign
operation is recegnised in the profit or loss in the separate financial statements of the reporting entity.

1.25 Share-hased payments
The wider Gymshark Group operates an equity-settled share-based compensation plan, under which the
Group receives services from individuals as consideration for E shares of Gymshark Group Limited. Details
of the scheme are provided in Note 28.

The fair value of the service received in exchange for the grant of the E shares is recognised as an expense
by Gymshark Ltd to the extent that the individuals awarded with shares provide a service to the Company. A
credit is recognised directly in equity in Gymshark Group Limited. The total amount to be expensed is
determined by reference to the fair value of the awards granted. The total expense is recognised over the
service period.

At the end of each reporting period, the plans’ leavers are reviewed and following the failure of meeting the
service condition, a revision to the income statement charge is made with a corresponding adjustment to
intercompany with Gymshark Group Limited,
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2 Judgements and key sources of estimation uncertainty

The preparation of the financial statements requires management to make judgements, estimates and
assumptions that affect the amounts reported. These estimates and judgements are continually reviewed and
are based on experience and other factors, including expectations of future events that are believed to be
reascnable under the circumstances. Below are the key sources of estimation uncertainty listed by
management:

Key sources of estimation uncertainty
The estimates and assumptions which have a significant risk of causing a material adjustment to the carrying
amount of assets and liabilities are as follows.

Stock valuation

Stock is carried at the lower of cost or net realisable value. Stock held at the balance sheet date is therefore
assessed for impairment. All stock which is considered out of season, succeeded by an updated product or
considered to have quality concerns is written down to the lower of cost or net realisable value. Stock items
with a cover of more than one year are reviewed for impairment and written down accordingly. The year end
stock provision totalled £1.1m (2022: £3.0m).

Refunds provision

Revenue from the sale of goods is recognised when the company delivers a product to the customer.
Payment of the transaction is due immediately when the customer purchases the goods, and it is the
company's policy to sell its products to the end customer with a right of return within 30 days. Therefore, a
refund liability {including in creditors due within one year) is recognised for expected refunds in relation to
sales made until the end of the reporting period. The anticipated returns are recognised as an inventory asset,
with a corresponding adjustment to cost of sales. Accumulated experience is used to estimate such returns at
the time of sale at a portfolio level (expected value method), and revenue is only recognised to the extent that
it is highly probable that a significant reversal will not occur. The validity of this assumption and the estimated
amount of returns are reassessed at each reporting date and where possible against post period end actual
returns. As at year end the refunds provision totalled £2.74m {2022: £1.5m).

Internally generated software intangibles

Management also exercises a level of judgement over the capitalisation of internally generated software
assets. Areas of judgement include assessing whether costs incurred meet the criteria for capitalisation and
the amount capitalised. As at year end, £3.2m of internally generated software intangibles had been
capitalised (2022: £nil).

3 Turnover

2023 2022
£'000 £'000

Turnover analysed by class of business
External D2C sales 288,452 253,893
Wholesale sales 6,154 1,438
Retail sales” 1,112 779
Intercompany sales 98,093 92,944
403,818 348,054
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3

Turnover (Continued}
2023 2022
£'000 £'000

Turnover analysed by geographical market
United Kingdom 111,727 88,990
Rest of Europe 129,411 111,507
Rest of the World 64,587 55,613
Intercompany sales 98,003 92,944
403,818 349,054

*For the year ended 31 July 2022, retail revenue represents income from sample sales and pop-up sales /
events held. No income had been derived from the fiagship retail store. For the year ended 31 July 2023,
retail revenue alsc incorporates income from the flagship retail store.

Other Operating Income

2023 2022

£'000 £'000

Intercompany recharges” 8,608 7,673
Miscellaneous income** 41 111
6,649 7,784

*Intercompany recharges relate to charges to subsidiaries for back-office services performed by Gymshark
Ltd and their employees.

**Includes proceeds from sale of assets, textile recycling income and advertisement revenue.
Exceptionals items

The Company's statement of comprehensive income for the year ended 31 July 2023 includes exceptional
items following a change in the accounting policy. These costs have been designated as exceptional as the
Directors deem separate presentation allows for the Company’s financial performance to be fairly analysed:

2023 2022
£000 £'000
Restructuring costs* 3,669 2,160
Other costs** 353 130
Strategy consultant costs*™* 750 -
4,772 2,290
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5 Exceptionals items (Continued)

*Restructuring costs includes £3.4m wages and salaries costs, £55k pension costs and £222k social security
costs, which predominantly relate to redundancy costs. These costs were designated as exceptional costs
following the US office strategic restructure to centralise business functions as described in the Strategic
Report and the closure of the Hong Kong and Mauritius sourcing offices. (2022: £2.2m wages and salaries,
£0.7m pension and sccial security costs incurred relating to the UK restructure redundancy costs).

**Other costs include non-payroll costs incurred associated with the US restructure and closure of the Hong
Kong and Mauritius sourcing offices. Costs include relocation costs to redeploy individuals to the UK,
travelling costs for management to communicate and manage the restructures and office closures, and
external legal fees incurred. (2022: non-payroll costs incurred associated with the UK restructure).

***One-off strategy consultant costs paid to assist the development of future strategy, including providing
resource to support the building of the business plan.

6 Operating (loss)/profit

2023 2022
Operating (loss)/profit for the year is staled after charging/(crediting): £'000 £'000
Exchange losses/{gains) 5117 (13,959)
Research and development costs 2,408 2,132
Depreciation of owned tangible fixed assets 6,916 3,511
Loss on disposal of tangible fixed assets 36 -
Amortisation of intangible assets 440 258
Operating lease charges 3,230 1,671

7 Auditor’s remuneration

2023 2022
Fees payable to the company's auditor and associates: £'000 £'000
For audit services
Audit of the financial statements of the company 236 220

The Company has taken advantage of the exemption not to disclose amounts paid for non audit services as
these are disclosed in the consolidated accounts of the ultimate parent Company.

8 Employees

The average monthly number of persons (including directors) employed by the company during the year was:

2023 2022

Number Number

Administrative Staff 608 747
Retail sales staff 111 -
Management staff 9 1
Total 728 758

-35-




GYMSHARK LTD

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 JULY 2023

8

Employees

Their aggregate remuneration comprised:

2023

£'000

Wages and salaries 41,104
Social security costs 3,946
Pension costs 1,393
46,443

{Continued)

2022
£'000

38,270
3,882
1,431

43,583

*Wages and salaries include £3.4m (2022: £2.2m) of restructuring costs. In 2023 these have been designated

as exceptional costs.

During the year, key management personnel were remunerated a total of £2.6m (2022: £3.4m), of this £0.4m
(2022: £0.9m) relates to severance (which is included in exceptional costs on note 5)*. Key management
personnel remuneration represents compensation paid to management staff which includes the statutory

directors.

Directors’ remuneration

2023
£'000
Director's emecluments 829
Company contributions to defined contribution pension schemes 51
Compensation for loss of office” 242
1,122

2022
£'000

300
14

*Compensation for loss of office costs are included in £3.4m restructuring costs in wages and salaries in Note

8 and Note 5 as exceptional costs.

The highest paid director received remuneration of £348k (2022: £314k).

The value of the company's contributions paid to a defined contribution pension scheme in respect of the

highest paid director amounted to £6k {2022: £13.5k).

During the year retirement benefits were accruing to 4 directors (2022:1) in respect of defined contribution

pension schemes.

At the year end, £135k of loans made to directors were cutstanding (2022: £40k). The loans are interest free

and repayable on demand.
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10 Interest receivable and similar income

Interest on bank deposits
Interest receivable from group companies
Other interest income

11 Interest payable and similar expenses

Interest on bank overdrafts and loans
Interest payable to group undertakings
Bank interest payable

Other interest

12 Taxation

Current tax
UK corporation tax on profits for the current period
Adjustments in respect of prior periods

Total current tax

Deferred tax

Crigination and reversal of timing differences
Adjustments in respect of prior periods
Effect of change in tax rate

Total deferred tax

Taxation on profit on ordinary activities

Factors affecting tax charge for the year

2023
£'000

2,579
423
14

3,016

2023
£'000

21
(2,351)

(2,330)

|

2022
£000

3,765

3,765

2022
£000

673
317

100

1,002

2022
£'000

1,788
77

1,711
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12 Taxation

13

(Continued)

The tax assessed for the year is lower than (2022 - higher than) the standard rate of corporation tax in the UK

of 21.01% (2022 -~ 19%}. The differences are explained below:

Profit before taxation

Expected tax charge based on the standard rate of corporation tax in the UK of
21.01% (2022: 19.00%)

Tax effect of expenses that are not deductible in determining taxable profit
Tax effect of income not taxable in determining taxable profit

Adjustment to current tax charge in respect of prior periods

Group relief

Adjustment to deferred tax charge in respect of prior periods

Employee share acquisition relief

Tax rate changes

Taxation {credit)/charge for the year

Factors that may affect future tax charges

There were no factors that may affect future tax charges.

Dividends

Final paid

2023
£'000

1,835

386

(1,011)
(2,351)
(130)
1,836
(154)
{41)

(955)

2023
£'000

2022
£'000

16,008

3,042
510
(687)
(77)
(190)
566
(40)

3,381

2022
£000

10,600
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14

15

Intangible fixed assets

Cost
At 1 August 2022
Additions - internally developed

At 31 July 2023

Amortisation and impairment
At 1 August 2022

Amortisation charged for the year

At 31 July 2023

Carrying amount
At 31 July 2023

At 31 July 2022

Tangible fixed assets

Cost

At 1 August 2022
Additions
Disposals
Transfers

At 31 July 2023

Depreciation and impairment
At 1 August 2022

Depreciation charged in the year

At 31 July 2023

Carrying amount
At 31 July 2023

At 31 July 2022

Software & IT  Asset Under Total
Construction
£'000 £'000 £000
2,167 - 2,157
2,645 551 3,196
4,802 551 5,353
1,477 - 1,477
440 - 440
1,917 - 1,917
2,885 551 3,436
680 - 880
Furniture, Assets under Plant and Total
fixtures and construction machinery
equipment
£000 £°000 £'000 £'000
27,51 3,901 13,205 44,617
5,068 - 2,203 7,272
- (36) - (36)
3,487 {3,865) 378 -
36,067 - 15,786 51,853
4,773 - 4,097 8,870
5,002 - 1,914 6,916
9,775 - 6,011 15,786
26,292 - 9,775 36,067
22,738 3,901 9,108 35,747
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15 Tangible fixed assets {Continued)

The Company has leased plant and machinery on terms which are considered to meet the definition of

finance leases and are accounted for accordingly. These assets together with those assets subject to hire

purchase have a cost of £2.2m (2022: £2.2m) and net book value of £0.5m {2022: £0.6m).

16 Investments - equity

2023
£000
At 1 August 2022 -
Additions 22
At 31 July 2023 22

2022
£'000

The addition during the year relates to share capital invested in Gymshark DE GmbH, a holding company

which is located in Germany.
17 Subsidiaries

Details of the company's subsidiaries at 31 July 2023 are as follows

Name of undertaking Registered office Class of shares held % Held Direct
Gymshark HK Ltd Room 2901, 29/F, Manhattan Place, 23 Ordinary 100
Wang Tai Rd, Kowloon Bay, Hong
Kong
Gymshark USA Inc 1675 South State St, Suite B, Dover, Ordinary 100
Delaware, 19901
Gymshark DE GmbH  Nonnenbrucke 12, 96047, Bamberg, Ordinary 100
Germany

The cost of shares in group undertakings is £22k {2022: £82).
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18

19

20

Investments - long term loans

2023 2022
£'000 £000
Investment in foreign operations 108,948 -

During the period ended 31 July 2023, a monetary balance of $140 million between Gymshark Limited and
Gymshark USA Inc, has been designated as part of Gymshark Limited’s net investment in Gymshark USA Inc.
Whilst repayable on demand, the directors do not intend to call this loan in the fereseeable future.

The exchange differences that arises on the designated monetary balance is recegnised in Administrative
expenses within the Statement of Comprehensive Income.

Stocks
2023 2022
£°000 £000
Finished goods and goods for resale 64,484 81,742
Inventories are stated after provisions for impairment of £1,086k (2022: £2,869k).
Debtors
2023 2022
Amounts falling due within cne year: £'000 £000
Trade debtors 139 864
Corporation tax recoverable 6,164 3,713
Amounts owed by group undertakings 10,378 33,920
Other debtors 2,295 1,969
Prepayments and accrued income 4,389 4813
23,365 45,279
2023 2022
Amounts falling due after more than one year: E'000 £'000
Amounts owed by group undertakings 1,91 66,810
Total debtors 25,276 112,089

Amounts owed by group undertakings attract interest at 3% above the SONIA rate per annum and those
amounts falling due within one year are repayable in full on demand.
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21 Cash and cash equivalents

2023 2022
£'000 £000
Cash at bank and in hand 4,327 20,126
Short term investments 21,596 -
Other cash equivalents 4,523 12,903
30,446 33,029

22  Creditors: amounts falling due within one year
2023 2022
£000 £'000
Trade creditors 47.623 49,542
Amounts owed to group undertakings 59,659 16,400
Taxation and social security 7.878 5,245
Other creditors 602 1,427
Accruals and deferred income 33,059 21,724
148,821 94,338

Amounts owed to group undertakings attract interest at 3% above the SONIA rate per annum and are
repayable in full on demand.

23 Creditors: amounts falling due after more than one year

2023 2022
Notes £000 £'000
Bank loans and overdrafts 24 - 50,000
24 Loans and overdrafts
2023 2022
£'000 £'000
Bank loans - 50,000
Payable after one year - 50,000
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24 Loans and overdrafts {Continued)

As at 31 July 2022, the Group had an undrawn £15m revolving credit facility (‘RCF’}, with an accordion of
£10m, that was subject to 1.5% over LIBOR. This facility expired in December 2022,

Athree year, £50m RCF agreement was signed on 22 Becember 2022 that expires on 22 December 2024,
with an option to extend for two one-year periods. The new RCF is subject to interest payable at Margin plus
SONA which is payable every 6 months. During the year, this facility has been drawn fully down, partially
repaid before being fully repaid as at year end.

In May 2022, a £30m accordion became a committed facility but remains undrawn at 31 July 2022 and 31
July 2023, This facility is subject to interest payable each quarter at Margin plus SONIA,

25 Deferred taxation

2023 2022
£'000 £'000
At beginning of year {(2,552) (882)
Charged to profit or Joss {1,375) {1,670)
At end of year (3,927) (2,552)
The provision for deferred taxation is made up as follows:
2023 2022
Balances: £'000 £'000
Fixed asset timing differences (4,271) (2,662)
Short term timing differences 344 110
(3,927) (2,552)

-43-



GYMSHARKLTD

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 JULY 2023

26

27

Provisions for liabilities

2023 2022

£'000 £'000
Dilapidation provision
Current - -
Non-current 1,617 G687
Legal claims provision
Current 584 4,135
Non-current - 635
Total provisions 2,201 5,457
Total current provisions 584 4,135
Total non-current provisions 1,617 1,322

Dilapidation Legal claims Total
provision provision provision
£'000 £'000 £'000

At 1 August 2022 687 4,770 5,457
Increase / (decrease) in pravision 930 {105) 825
Utilisation - {4,081) {4,081)
At 31 July 2023 1,617 584 2,201

Information about individuai provisions and significant estimates

When a known or likely claim is identified, management assesses the likelihood of the claim with our internal
advisors and a provision is subsequently recognised where a settlement is probable. The legal provision also
takes post period end knowledge and outcomes into consideration. Management expects the current
provision to be ufilised in August 2023.

The Company is required to restore the leased premises to their original condition at the end of the respective

lease terms. A provision has been recognised for the present value of the estimated expenditure required to
remove any leasehold improvements.

Share capital

2023 2022 2023 2022
Number Number £ £

issued and fully paid
Ordinary shares of £0.01 each 200 200 2 2
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28

29

30

31

Share based payments

Qver the past two financial years, Gymshark Group Limited has issued 14,520 E shares to various individuals
at zero cost. The E shares are growth shares that vest upon an exit event, any proceeds available for
distribution or consideration available for allocation shall be applied in a specific order of priority. None of the E
shares had vested as at 31 July 2023 (2022: none) however, a total of 7,820 shares have been forfeited with
the legal and beneficial interest being held by Gymshark Nominees Limited (2022: 3,575 shares). Of the 7,820
shares held by Gymshark Nominees Limited, 1,050 were issued out to various individuals during the year to
31 July 2023.

The fair value of the 1,050 shares re-issued in the year was determined using probability weighted expected
returns model using the following inputs at the grant date:

Risk free rate 0.82%
Equity market risk premium ("EMRP") 5.00%
Conditional equity market risk adjustment ("CEMRA"} 2.50%
Asset beta 1.2
Ungeared cost of equity 11.30%
Size premium 1.47%

The fair value of the E shares issued during the year, as at the valuation date, was estimated to be £72.07 per
share,

The total credit arising from share-based payment transactions recognised during the period in Gymshark Ltd
as part of employee benefit expense was £367k (2022: charge of £467k). The credit in the current financial
year has arisen as a consequence of forfeitures. The credit / charge allocated to Gymshark Limited is based
on the number of individuals gifted E shares that are employed or consultants of the Company.

Profit and loss reserves

This reserve records retained earnings and accumulated losses.
Capital commitments

The company had capital commitments of £0k (2022: £622k).
Pension commitments

The company operates a defined contribution pension scheme. The pension cost charge for the year
represents contributions payable by the company to the scheme and amounted to £1,393k (2022: £1,431k).

Contributions totalling £231k (2022: £328k) were payable to the scheme at the end of the year and are
included in other creditors.
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32

Operating lease commitments

Lessee

At the reporting end date the company had outstanding commitments for future minimum lease payments

under non-cancellable operating leases, which fall due as follows:

Land and buildings

Not later than 1 year
Later than 1 year and not later than 5 years
Later than 5 years

Other assets

Not later than 1 year
Later than 1 year and not later than & years

Within one year
Between two and five years
In over five years

2023
£'000

2,631
11,826
2,478

16,935

2023
£'000

58

274

2023
£000

2,847
11,884
2,478

17,209

2022
£'000

1,734
11,614
4,158

17,506

2022
£'000

307

531

2022
£'000

2,041
11,838
4,158

18,037
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33 Related party transactions

As a qualifying entity under FRS102 the entity is able to take advantage of the disclosure exemption under the
requirements of Section 33 Related Party Disclosures paragraph 33.7.

Purchases from entities controlled by key management personnel
The company paid fees totalling £199k (2022: £177k) to The Members Agency LLP, an entity controlled by
members of the company’s key management personnel. The Members Agency provides management

representation for athletes and influencers.

At the year end there were outstanding balances payable to The Members Agency LLP of £13.3k (2022:
£11.1k).

The Directors consider that the transactions with The Members Agency LLP are on an arm's length basis.
34 Events after the reporting date

No events after the reporting date noted.
35 Ultimate controlling party

The company is a wholly owned subsidiary of Gymshark Holdings Limited, a company incorperated in
England. The ultimate parent company is Gymshark Group Limited, alse incorporated in England, which is
under the control of B Francis who is a director and the majority shareholder by means as an individual and
via Francis Family Office Limited, of which B Francis is also a director.

Gymshark Group Limited is the smallest and largest group of undertakings that the results of Gymshark
Limited are consolidated into as at 31 July 2023.

The address of the registered office of Gymshark Group Limited is GSHQ, Blythe Valley Park, 3 Central
Boulevard, Solihull, B0 8AB. Copies of the consolidated accounts for which Gymshark Ltd is a qualifying
undertaking can be obtained from the registered office.
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