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MORPHE COSMETICS LTD

STRATEGIC REPORT

FOR THE YEAR ENDED 31 DECEMBER 2022

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

Review of the business

The company's principal activity continued to be that of retailers and wholesalers of cosmetics, cesmetic brushes and

accessories in the UK and EU.

The business continued to perform well as new partnerships with retailers were developed. In addition the product range was

expanded with both Marphe brand products and 3rd party brands.

The Company's key financial and other performance indicators during the year were as follows:

Year ended 31 Year ended 31

December 2022 Decembher 2021

£000s £000s

Turnover 32,162 33,425
Total aperating profit/(loss) 357 {1,538)
Profit/(loss) after tax 357 {1,455}
Shareholders’ funds 925 568
Current assets as % current liabilities 81% 57%

Future Developments
The Company anticipates growth in 2023 driven by new partnerships with retailers in addition 1o expanding the current
product range into new categories and via an expansion of the brand portfelio.

Based on enquiries, the Directars expect that the Company has adequate resaurces to continue in operational existence for
the foreseeable future. The Company is supported by its immediate parent, Mcrphe, LLC ("Morphe USA™), through an
intercompany payable of £23.0 million which comprises both financing support and supply of product. As such, the Compary
has requestad an intercompany confirmation that Morphe USA will not require repayment of this balance unless sufficient
funding is available and will provide additional support to the Company when required. Morphe Cosmetics Limited has
received written confirmation from Morphe USA that it will continue to provide financial support to the Cempany for a pericd of
at least 12 months from the date of signing of the Annual Report and Financial Statements.

In 2022, Merphe USA's indirect parent, FB Debt Financing Guarantor, LLC {*FBDG”} initiated actions to improve its financial
performance and generate more cash from operations. In April 2023, the ullimate parent company, Forma Brand Holdings
LLC was purchased by Jefferies Financial Group Inc via a Debt to Equity Swap. On 7 April 2023, Morphe Costmetics Limited
converted £9,242,942 of intercompany debt inte 1 Grdinary Share to a new intermediate parent company, Beauty Brands
Acquisition {UK) Limited. The overall controlling party from this date was Jefferies Financial Group Inc.

The assessment by the Directors of the Company have reflected on the financial position of Morphe USA as immediate
parent, of Morphe USA's indirect parent, and the impact on Morphe USA's ability to honour the letter of support provided to
the Company. Without the ongeing financing suppert provided through the intercompany facility and supply of product, the
Company may be unatle to meet its liabilities as they fall due. These conditions indicate the existence of a material
uncertainty that may cast significant doubt about the Company's ability to continue as a going concem.

The financial statements included with the Annual Report and Financial Statements do not include any adjustments that
would result if the Company were unable to centinue as a going concern.

The Company therefare continues to adopt the going concern basis in preparing its financial statements.




MORPHE COSMETICS LTD

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

Principal risks and uncertainties
The principal risks and uncertainties facing the Company are breadly grouped as — competition, Brexit risks and exposure to
credit, liquidity and cash flow instrument risk.

Competitive risks

Competitive pressures exist both from the increasing number of beauty products emerging on to the market as well as the
introduction of new brands. We expect competition to continue 1o be fierce and will continue to use our marketing and
promaotional activities to maintain and grow the Company's market share

Brexit risks

Following the UK's departure from the EU on 31 January 2020, the Company is closely tracking developments in agreements
and policy to come into effect after the transition peried ending 31 December 2020. The Coempany continues to take steps in
order to meet any requirements and guidance that become applicable. In particular leaving the EU Single Market and the
associated tax and duty changes since st January 2021 have hac an impact on the company’s sales to Europe. At present
there are still further impacts which it is not possible to fully quantify where any new requirements may have an effect on the
company.

The Company remains committed te continuing to have a diverse warkforce and as such has not changed its approach
towards recruitment, including employing EU nationals. We are monitoring the situation closely to manage the potential
impact on our business and understand how Brexit may affect EU nationals working for the company in the UK. This includes
tracking guidance published by the UK Government which states that EU citizens resident in the UK by 29 March 2019 will be
able to remain in the UK and that the necessary steps will be taken to protect residents’ rights. Any EU citizen living in the UK
is eligible to apply to the EU Settlement Scheme and will have until 31 December 2020 fo do so, which we believe will
mitigate the impact of Brexit on our current workforce.

Future trading may be impacted by Brexit, particularly if it adversely impacts Consumer Confidence. In addition there may be
additional operating costs including increases in customs duties but we believe that we have a strong and resilient portfolio of
products to help mitigate the financial impact of Brexit. Issues have arisen during the period since Brexit around shipping and
transportation and the company continues to manage the risks in these areas.

Exposure to credit, liquidity and cash flow risk

Credit risk is the risk that one party will cause a financial loss for the other party by failing to discharge an obligation.
Company policies are aimed at minimising such losses and require that deferred payment terms are only granted to
customers who demonstrate an appropriate payment Fistory and satisfy credit worthiness tests. Details of the Company's
debtors are shown in note 11 to the financial statements.

Liquidity risk is the risk that the entity will encounter difficulty in meeting cbligations associated with financial liabilities. The
Company aims to mitigate liquidity risk by managing cash generation by its operations and applying cash collection targets.

Cash flow risk is the risk of exposure to variability in cash flows that is attributable to a particular risk associated with a
recognised asset ar liability. The Company manages this risk with support from our parent company and by access to flexible
hanking arrangements in addition to planning cash inflows and outflows.

On behalf of the board

Cecile Budge
Director

12 January 2024




MORPHE COSMETICS LTD

DIRECTORS® REPORT
FOR THE YEAR ENDED 31 DECEMBER 2022

The directors present their annual report and financial statements for the year ended 31 December 2022.
Principal activities
The company's principal activity continued to be that of retailers and wholesalers of cosmetics, cesmetic brushes and

accessories in the UK and EU.

Results and dividends
The results for the year are set out on page 8.

No ordinary dividends were paid. The directors do not recommend payment of a final dividend.

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

Simon Cowell {Appointed 16 March 2022)

Cecile Budge (Appointed 1 November 2022)

Eric Hohl (Appointed 16 March 2022 & Resigned 14 October 2022)
Matthew Lloyd {Resigned 18 March 2022)

Myles McCormick {Resigned 7 January 2022)

Secretary

Vistra Company Secretaries Limited  (Resigned 4 December 2023}

Auditor
Rayner Essex LLP were appointed as auditor to the company and in accordance with section 485 of the Companies Act
20086, a resolution proposing that they be re-appeinted will be put at a General Meeting.

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 direclors have
elected to prepare the financial statements in accordance with United Kingdom Generally Accepted Accounting Practice
{United Kingdom Acccunting Standards and applicable law). Under company law the directers must net 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:

hd select suitable accounting policies and then apply them consistently;

. make judgements and accounting estimates that are reasenable and prudent;

o 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 1o 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
iregularities.

Statement of disclosure to auditor

So far as each person who was a director at the date of approving this report is aware, there is no relevant audit information
of which the company’s auditor is unaware. Additionally, the directors individually have taken all the necessary steps that they
ought to have taken as directors in order to make themselves aware of all relevant audit information and 1o establish that the
company's auditor is aware of that information.




MORPHE COSMETICS LTD

DIRECTORS® REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

Medium-sized companies exemption
This report has been prepared in accordance with the provisions applicable to companies entitled te the medium-sized
companies exemption.

On behalf of the board

Cecile Budge
Director

12 January 2024




MORPHE COSMETICS LTD

INDEPENDENT AUDITOR'S REPORT
TO THE MEMBERS OF MORPHE COSMETICS LTD

Opinion

We have audited the financial statements of Morphe Cosmetics Ltd (the 'company') for the year ended 31 December 2022
which comprise the statement of comprehensive income, the balance shest, the statement of changes in equity, the
statement of cash flows and notes to the financial statements, including significant accounting policies. The financial reporting
framework that has been applied in their preparation is applicable law and United Kingdom Accounting Standards, including
Financial Reporting Standard 102 The Financial Reporting Standard applicable in the UK and Republic of Ireland (United
Kingdom Generally Accepted Accounting Practice).

In our opinion the financial statements:
- give a true and fair view of the state of the company’s affairs as at 31 December 2022 and of its profit for the year
then ended;
. have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice; and
b have been prepared in accordance with the requirements of the Companies Act 2008.

Basis for opinion

We cenducted our audit in accordance with International Standards on Auditing (UK) (1SAs {UK)) and applicable law. Gur
responsibilities under those standards are further described in the Auditor's responsibilities for the audit of the financial
statements secticn 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 1.2 in the financial statements, which indicates that the company is reliant upon the support from
ils parent company Morphe, LLC ["Morphe USA”). Without the angoing financing suppert provided through the intercampany
facility and supply of preduct, the Company may be unable to meet its liakilities as they fall due. These conditions indicate the
existence of a material uncertainty that may cast significant doubt about the Company’s ability to continue as a going
concern.

As stated in Note 1.2, 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.

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 ¢n 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. Our respensibility 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 cbtained in the course of the audit, or ctherwise appears 1o 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 this other information, we are required to report that fact.

We have nothing to report in this regard.

Opinicns on other matters prescribed by the Companies Act 2006
In our apinion, based on the wark undertaken in the course of ocur audit:
* the information given in the strategic report and the directors' repori for the financial year for which the financial
statements are prepared is consistent with the financial statements; and
* the strategic report and the directors' report have been prepared In accerdance with applicable legal requirements.




MORPHE COSMETICS LTD

INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBERS OF MORPHE COSMETICS LTD

Matters on which we are required to report by exception
In the light of the knowledge and understanding of the company and its environment obtainad in the course of the audit, we
have not identified material misstaterments 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 recards have not baen kept, or returns adequate for our audit have nct been received from
branches not visited by us; or
hd the financial statements are not in agreement with the accounting records and returns; or
certain disclosures of remuneration specified by law are not made; or
4 we have not received all the information and explanations we require for our audit.

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement, the directors are responsible for the preparation of the
financial statements and for being satisfied that they give a true and fair view, and for such internal control as the directors
determine is necessary to enable the preparation of financial statements that are free from material misstatement, whether
due to fraud or error. In preparing the financial statements, the directors are responsible for assessing the company's ability to
continue as a going concern, disclosing, as applicable, matters relaled to going concern and using the going concern basis of
accounting unless the directors either intend to liquidate the company or to cease operaticns, or have no realistic alternative
but to do so.

Auditor's responsibilities for the audit of the financial statements

Our ohjectives 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 cur opinion. Reasonable assurance
is a high level of assurance but is not a guarantee that an audit conducted in accordance with 1SAs (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 econcmic decisicns of users taken on the basis of
these financial statements.

The exlent W which our procedures are capable of delecting irregularilies, including Traud, is detailed below,

Extent to which the audit was considered capable of detecting irregularities, including fraud
Qur approach 1o identifying and assessing the risks of material misstatement in respect of irregularities, including fraud and
non-compliance with laws and regulations, was as follows:

* the engagement partner ensured that the engagement team collectively had the appropriate competence, capabilit es
and skills to identify or recegnise nen-compliance with applicable laws and regulations;

* we identified the laws and regulations applicable to the company through discussicns with the directors and other
management, and from cur commercial knowledge and experience of the sector they operate in;

* we focused on specific Jaws and regulations which we considered may have a direct material effect on the financial

statements or the operations of the company, including the Companies Act 2008, taxation legislation and data

protection, anti-bribery, employment and GDPR regulations;

we assessed the extent of compliance with the laws and regulations identified above through making enquiries of

management and inspecting legal correspondence; and

* idenfified laws and regulatians were communicataed within the audit team regularly and the team remained alert ta
instances of non-compliance throughout the audit.

We assessed the susceptibility of the company's financial statements to material misstatement, including cbtaining an
understanding of how fraud might occur, by:

®* making enquiries of management as to where they considered there was susceptibility to fraud, their knowledge of
aclual, suspected and alleged fraud; and
* considering the internal controls in place to mitigate risks of fraud and non-compliance with laws and regulations.




MORPHE COSMETICS LTD

INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBERS OF MORPHE COSMETICS LTD

To address the risk of fraud through management bias and override of controls, we:

* performed analytical procedures to identify any unusual or unexpected relationships;
tested journal entries to identify unusual transactions;
assessed whether judgements and assumptions made in determining the accounting estimates set out in note 2 were
indicative of potential bias; and

* investigated the rationale behind significant or unusual transactions

A further description of our respansibilities is available on the Financial Reporting Council's website at:
htips:/iwww fre.org.uk/auditorsresponsibilities. This description forms part of our auditor's report.

Other matters which we are required to address

The financial statements of the Company for the year ended 31 December 2021 were audited by ancther auditor who
expressed an unmodified opinion, with commentary included in relation to a material uncertainty related to going concern, on
12 January 2023,

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 2008, Our dudit work has been underiaken so that we might stale 1o the company's members those matlers we are
required to state to them in an auditor's report and for no other purpose. Te the fullest extent permitted by law, we do not
accept or assume responsibility to anyone other than the cempany and the company's members as a body, for our audit
work, for this report, or for the opinions we have formed.

Lucy Kate Ghawss ACA
Senior Statutory Auditor
For and on behalf of Rayner Essex LLP 17 January 2024

Chartered Accountants

Statutory Auditor Tavistock House South
Tavistock Square
London
WC1H 9LG




MORPHE COSMETICS LTD

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2022

2022

Notes £

Turnover 3 32,162,270
Cost of sales (2,594,633}
Gross profit 22,567,637
Administrative expenses (22,211,032)
Profit/{loss) before taxation 356,605
Tax an profit{loss) 7 -
Profit/{loss) for the financial year 356,605

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

2021

33,425,386

(13,668,228)

19,737,158

(21,275.616)

{1,538,458)

83,907

(1,454 551)




MORPHE COSMETICS LTD

BALANCE SHEET
AS AT 31 DECEMBER 2022

Fixed assets
Tangible assets

Current assets
Stocks

Debtors falling due after more than one year

Debtors falling due within one year
Cash at bank and in hand

Creditors: amounts falling due within one
year

Net current liabilities

Total assets less current liahilities

Creditors: amounts falling due after more
than one year

Net assets
Capital and reserves
Called up share capital

Profit and loss reserves

Total equity

Notes

10

11
11

12

13

18

2022
£ £
6,792,984
9,722,185
16,836
13,423,242
1,374,212
25,136,475
(30,357,562)
(5,221,087)
1,571,897
(646,956)
924,941
;
924,940
924,941

2021

8,010,456

930,385
4,624,493

2,607,269

16,172,603

(22,625,154)

7,536,365

(6,452,551)

1,083,814

(515.,478)

568,336

1
568,335

568,336

These financial statements have heen prepared in accerdance with the provisiens relating to medium-sized companies.

The financial statements were approved by the board of directors and authorised for issue on 12 January 2024 and are

signed on its behalf by:

Cecile Budge
Director

Company registration number 10771654 (England and Wales)




MORPHE COSMETICS LTD

STATEMENT CF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2022

Share capitaProfit and loss Total
reserves
£ £ £
Balance at 1 January 2021: 1 2,022,886 2,022,887
Year ended 31 December 2021:
Loss and tolal comprehensive income - (1,454,551) (1,454,551)
Balance at 31 December 2021 1 568,335 568,336
Year ended 31 December 2022:
Profit and total comprehensive income - 356,605 356,605
924,941

Balance at 31 December 2022 1 924,940

-10 -




MORPHE COSMETICS LTD

STATEMENT CF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2022

Notes

Cash flows from operating activities
Cash (absorbed by)/generated from operations 15

Income taxes (paid)refunded

Net cash (outflow)/inflow from operating activities

Investing activities
Purchase of tangible fixed assets

Net cash used in investing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

2022 2021

(239,162)
(44 ,347)

(283,509)

(949,548) (3,754,454)

(949 548)

{1,233,057)
2,607,269

1,374,212

3,488,523
9,691

3,498,214

(3,754,454)

(266,240)

2,863,500

2,607,269

11 -




MORPHE COSMETICS LTD

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2022

1.1

1.2

13

1.4

Accounting policies

Company information
Morphe Cosmetics Ltd is a private company limited by shares incorporated in England and Wales, The registered office
is Suite 1, 7th Floor Broadway, Lendon, SW1H OBL.

Accounting convention
These financial statements have been prepared in accordance with FRS 102 “The Financial Reporting Standard
applicable in the UK and Republic of Ireland” (*FRS3 102"} and the requirements of the Companies Act 2006.

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

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

Going concern

Based on enquiries, lthe Directors expect that the Company has adequate resources to continue in operational
existence for the foreseeable future. The Company is supported by its immediate parent, Morphe, LLC (*Morphe
USA”), through an intercompany payable of £23.0 million which comprises both financing support and supply of
product. As such, the Company has requested an intercompany confirmation that Morphe USA will not require
repayment of this balance unless sufficient funding is available and will provide additional support to the Company
when required. Morphe Cosmetics Limited has received written confirmation from Morphe USA that it will continue to
provide financial support tc the Company for a period of at least 12 months from the date of signing of the Annual
Report and Financial Statements.

In 2022, Morphe USA's indirect parent, FB Debt Financing Guarantor, LLC ("FBDG"} initiated actions to improve its
financial performance and generate more cash from operations. In April 2023, the ultimate parent company, Farma
Brand Holdings LLC was purchased by Jefferies Financial Group Inc via a Debt to Equity Swap. On 7 April 2023,
Merphe Costmetics Limited converted £9,242,942 of intercompany debt into 1 Ordinary Share 1o a new intermediate
parent company, Beauty Brands Acquisition {(UK) Limited. The overall controlling party from this date was Jefferies
Financial Group Inc.

The assessment by the Directors of the Company have reflected on the financial position of Morphe USA as immediate
parent, of Morphe USA’s indirect parent, and the impact on Morphe USA’s ability to honour the letter of support
provided 1o the Company. Without the ongoing financing suppart pravided through the intercompany facility and supply
of preduct, the Company may be unable to meset its liabilities as they fall due. These conditions indicate the existence
of a material uncertainty that may cast significant doubt about the Company’s ability to continue as a going concern.

The financial statements included with the Annual Report and Financial Statements do not include any adjustments that
would result if the Company were unable to continue as a going concern. The Company therefore continues to adopt
the going concern basis in preparing its financial statements.

Turnover
Revenue is measured at the fair value of the consideration received or receivable. Estimated customer returns, rebates
and other similar allowances are deducted from revenue.

Revenue from the sale of goeds is recognised at the point of delivery when the risks and rewards pass to the customer.

Tangible fixed assets

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

12 -




MORPHE COSMETICS LTD

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

1

1.5

1.6

17

Accounting policies (Continued)

Depreciation 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:

Leasehold impravements 5 to 7 years straight line
Plant and equipment 3 to 5 years straight line
Fixtures and fittings 3 to 7 years straight line

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

Impairment of fixed assets

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

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

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

Recognised impairmant losses are reversed if, and only if, the reasons for the impairment loss have ceased to apply.
Where an impairment loss subsequently reverses, the carrying ameount of the asset (or cash-generating unit} is
increased to the revised estimate of its recaverable amount, but so that the increased carrying amount does not exceed
the carrying amount that would have been determined had nc impairment loss been recognised for the asset (or
cash-generating unit} in priar years. A reversal of an impairment loss is recagnised immediately in profit or loss, unless
the relevant asset is carried at a revaluad amount, in which case the reversal of the impairment loss is treated as a
revaluation increase.

Stocks

Stocks are stated at the lower of cost and estimated selling price less costs to complete and sell. Cost comprises direct
maternals and, where applicable, direct labour costs and those overheads that have been incurred in bringing the
stocks to their present location and condition.

Stocks held for distribution at no or nominal consideration are measured at the lower of cost and replacement cost,
adjusted where applicable for any loss of service potential.

At each reperting date, an assessment is made for impairment. Any excess of the carrying amount of stocks over its
estimated sealling price less costs to complete and sell is recognised as an impairment loss in profit or loss. Reversals
of impairment losses are also recognised in profit or loss.

Cash and cash equivalents
Cash and cash equivalents are basic financial assets and include cash in hand, deposits held at call with banks and
other short-term liquid investments with original maturities of three months or less,

-13 -




MORPHE COSMETICS LTD

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

1

1.8

Accounting policies (Continued)

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

Financial instruments are recognised in the company's balance sheet when the cempany becomes party to the
contractual provisions of the instrument.

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

Basic financial assets

Basic financial assets, which include debtors and cash and bank balances, are initially measured at transaction price
including transaction costs and are subsequently carried at amortised cost using the effective interest method unless
the arrangement constitutes a finanging transaction, where the transaction is measured at the present value of the
future receipts discounted at a market rate of interest. Financial assets classified as receivable within one year are not
amortised.

Other financial assets

Other financial assets, including investmants in equity instruments which are not subsidiaries, associates or joint
ventures, are initially measured at fair value, which is normally the transaction price. Such assets are subsequently
carried at fair value and the changes in fair value are recognised in profit or loss, except that investments in equity
instruments that are not publicly traded and whose fair values cannct be measured reliably are measured at cost less
impairment.

Impairment of financial assels
Financial assets, other than those held at fair value through profit and loss, are assessed for indicators of impairment at
each reporting end date.

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

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

Derecognition of financial assets

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

Classification of financial liabilities

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

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

1

1.9

1.10

Accounting policies (Continued)

Basic financial liabilities

Basic financial liabilities, including creditors, bank loans, loans from fellow group companies and preference shares that
are classified as debt, are initially recognised at transaction price unless the arrangement constitutes a financing
transaction, where the debtinstrument is measured at the present value of the future payments discounted at a market
rate of interest. Financial liabilities classified as payable within one year are not amortised.

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. Amounts payable are classified as current liakilities 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 subseguently
measured at amortised cost using the effective interest method.

Other financial liabilities

Derivatives, including interest rate swaps and forward foreign exchange contracts, are not basic financial instruments.
Derivatives are initially recognised at fair value on the date a derivative contract is entered into and are subsequently
re-measured at thair fair value. Changes in the fair value of derivatives are recognised in profit or [oss in finance costs
or finance income as appropriate, unless hedge accounting is applied and the hedge is a cash flow hedge.

Debt instruments that do not meet the conditions in FRS 102 paragraph 11.9 are subsequently measured at fair value
through profit or loss. Debt instruments may be designated as being measured at fair value through profit or loss 1o
eliminate or reduce an accounting mismatch or if the instruments are measured and their performance evaluated on a
fair value basis in accordance with a documented risk management or investment strategy.

Derecognition of financial liabilities
Financial liabilities are derecognised when the company's contractual obligations expire or are discharged or cancelled.

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

Taxation
The tax expense represents the sum of the tax currently payable and deferred tax.

Current tax

The tax currently payable is hased on taxable profit for the year, Taxable profit differs from net profit as reported in the
profit and loss account because it excludes items of income or expense that are taxable or deductible in cther years
and it further excludes items that are never taxable or deductible. The company’s liability for current tax is calculated
using tax rates that have been enacted or substantively enacted by the reporting end date.
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MORPHE COSMETICS LTD

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

1

112

Accounting policies (Continued)

Deferred tax

Deferred tax liabilities are generally recognised for all timing differences and deferred tax assets are recognised to the
extent that it is prehable that they will be recovered against the reversal of deferred tax liabilities or other future taxahle
profits. Such assets and liabilities are not recognised if the timing difference arises from goodwill or from the initial
recognition of other assets and liabilities in a transaction that affects neither the tax profit nar the accounting profit.

The carrying amount of deferred tax assets is reviewed at each reporting end date and reduced to the extent that it is
no longer prabatle that sufficient taxable profits will be available to allow all or part of the asset to be recovered.
Deferred tax is calculated at the tax rates that are expected to apply in the period when the liakility is settled or the
assetl is realised. Deferred tax is charged or credited in the profit and loss account, except when it relates to items
charged or credited directly to equity. in which case the deferred tax is also dealt with in equity, Deferred tax assets and
liahilities are offset whean the company has a legally enforceable right to offset current tax assets and liabilities and the
deferred tax assets and liabilities relate to taxes levied by the same tax authority.

Employee benefits
The costs of short-term employee benefits are recognised as a liability and an expense, unless those costs are
required to be recognised as part of the cost of stock or fixed assets.

The cost of any unused holiday entitlement is recognised in the period in which the employee’s services are received.

Terminaticn benefits are recognised immediately as an expense when the company is demonstrably committed to
terminate the employment of an emplayee or to provide termination benefits.

Retirement benefits
Payments lo defined conlribution retirement benelil schemes are charged as an expense as thay fall due.

Leases

Rentals payable under operating leases, including any lease incentives received, are charged to profit or loss on a
straight line basis over the term of the relevant lease except where another more systematic basis is more
representative of the time pattern in which economic benefits from the leases asset are consumed.

Foreign exchange

Transactions in currencies other than pounds sterling are recorded at the rates of exchange prevailing at the dates of
the transactions. At each reporting end date, monetary assets and liabilities that are denominated in foreign currencies
are retranslated at the rates prevailing on the reporting end date. Gains and losses arising on translation in the period
are included in profit or loss.

- 16 -




MORPHE COSMETICS LTD

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

2 Judgements and key sources of estimation uncertainty

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

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

Critical judgements
The following judgements (apart from those involving estimates) have had the most significant effect on amounts
recognised in the financial statements.

Useful economic lives of tangible assels

The annual depreciation chargs for tangible assets is sensitive 1o changes in the estimated useful economic lives and
residual values of the assets. The useful economic lives and residual values are re-assessed dannually. They dre
amended when necessary to reflect current estimates, based on technalogical advancement, future invesiments,
economic utilisation and the physical condition of the assets. The remaining useful economic life of the store assets are
not considered a source of significant estimation uncertainty.

Impairment of debtors

The provision for doubtful debts is sensitive to estimates of the ability of the debtors to meet payments due based on
an assessment of their financial position and adjusted for the ability to recover inventory held by debtors fer future
resale. The provision is amended as thz position of debtors changes. The provision for doubtful debts is not considerad
to be a source of significant estimation uncertainty.

3 Turnover
2022 2021
£ £
Turnover analysed by class of business
Sales of goods 32,162,270 33,425,386
2022 2021
£ £
Turneover analysed by geographical market
UK 18,607,771 22,071,182
France 2,857,393 1,990,294
Germany 3,279,460 2,573,753
Ireland 550,988 602,871
Netherlands 1,094,728 966,685
Italy 1,964,278 994,516
Rest of Europe 3,807,652 4,226,085

32,162,270 33,425,386
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MORPHE COSMETICS LTD

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

4 Operating profit/{loss)

2022 2021
Operating profit/(loss) for the vear is stated after charging: £ £
Exchange losses 2,304,508 492,859
Fees payable tc the company’s auditor for the audit of the company's financial
statements 71,700 71,700
Depreciation of owned tangible fixed assets 1,692,929 1,664,284
Impairment of owned tangible fixed assets - 1,447 282
QOperating lease charges 2,172,445 2,131,807

] Employees

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

2022 2021

Number Number

Selling and distribution 121 116

Administration 28 30

Total 149 146
Their aggregate remuneration comprised:

2022 2021

£ £

Wages and salaries 3,976,251 3,792,688

Social security costs 359,673 341,490

Pension costs 251,563 200,647

4,587 487 4,334,825

L} Directors’ remuneration

2022 2021

£ £

Remuneration for qualifying services 37,769 -
Company pension contributions to defined contribution schemes 4,007 -
41,776 -

7 Taxation

2022 2021

£ £

Current tax

UK corporation tax on profits for the current period - (83,907)
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MORPHE COSMETICS LTD

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

7 Taxation (Continued)

The actual charge/(credit) for the year can be reconciled to the expected chargef{credit) for the year based on the profit
or loss and the standard rate of tax as follows:

2022 2021
£ £
Profit/(loss) before taxation 356,605 (1,538,458)
Expected tax charge/(credit) based on the standard rate of corporation tax in the UK
of 19.00% (2021: 19.00%) 687,755 {292,307)
Tax losses and other adjusiments (67,755) 208,400
Taxation charge/(credit} for the year - (83,907)

8 Impairments

Impairment tests have been carried oul where appropriate and the following impairment losses have been recognised
in profit or loss:

2022 2021
Notes £ £
In respect of:
Property, plant and equipment 9 - 1,447,282
Recognised in;
Administrative expenses - 1,447,282
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MORPHE COSMETICS LTD

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

9

10

1

Tangible fixed assets

Cost

At 1 January 2022

Additions

At 31 December 2022
Depreciation and impairment
At 1 January 2022

Depreciation charged in the year

At 31 December 2022

Carrying amount
At 31 December 2022

At 31 December 2021

More information on impairment movements in the year is given in note 8.

Stocks

Finished goods and goods for resale

Debtors

Amounts falling due within one year:
Trade debtors

Corporation tax recoverable

Amounts owed by group undertakings

Other debtors
Prepayments and accrued income

Amounts falling due after more than one year:

Other debtars

Total debtors

Leasehald Plant and Fixtures and Total
improvements equipment fittings

£ £ £ £

4,929,854 348,991 7,584,536 12,863,381

- 904 948,644 949,548

4,929,854 349,895 8,533,180 13,812,929

3,036,840 233077 2,057,099 5,327,016

730,013 52,588 910,328 1,692,929

3,766,853 285,665 2,967,427 7,019,945

1,163,001 64,230 5,565,753 6,792,964

1,893,014 115,314 5,527,437 7,536,365

2022 2021

£ £

9,722,185 8,010,456

2022 2021

£ £

5,699,647 3,588,519

109,087 64,740

4,892,890 198,853

2,001,811 60,537

819,807 711,844

13,423,242 4,624,493

2022 2021

£ £

616,836 930,385

14,040,078 5,554,878

-20-




MORPHE COSMETICS LTD

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

12  Creditors: amounts falling due within one year

Trade creditors

Amounts owed to group undertakings
Taxation and social security

Other creditors

Accruals and deferred income

2022 2021

£ £
1,602,556 5,421,804
27,940,543 15,024,498
- 668,458

307,014 313,244
607 449 1,197,150
30,357,562 22,625,154

Amounts owed to group undertakings are unsecured, interest free, have no fixed date of repayment and are repayable

on demand.

13 Creditors: amounts falling due after more than one year

Other creditors

14 Retirement benefit schemes
Defined contribution schemes

Charge to profit or loss in respect of defined contribution schemes

2022
£

646,956

2022
£

251,563

2021

515,478

2021
£

200,647

The company operates a defined contribution pension scheme for all qualifying employees. The assets of the scheme

are held separately from those of the company in an independently administered fund.

15 Cash (absorbed by)/generated from operations

Profit/(loss) for the year after tax

Adjustments for:
Taxation charged/{credited)
Depreciation and impairment of tangible fixed assets

Movements in working capital:
Increase in stocks

Increase in debtors

Increase in creditors

Cash (absorbed by)/generated from operations

2022 2021
£ £

356,605 {1,454.551)

- (83,907)
1,692,929 3,110,959
(1711.729)  (2,901.900)
(8,440,853) (688,383)
7 863,886 5 50A 305
(239,162) 3,488,523
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MORPHE COSMETICS LTD

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

16  Analysis of changes in net funds
1 January 2022 Cash flows 31 December

2022
£ £ £
Cash at bank and in hand 2,607,269 {1,233,057) 1,374,212
17  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:
2022 2021
£ £
Within one year 2,022,756 2,013,129
Between two and five years 7,360,000 7,542,756
In over five years 3,282,110 5,122,110

12,664,866 14,677,995

18  Share capital

2022 2021 2022 2021
Ordinary share capital Number Number £ £
Issued and fully paid
Crdinary shares of £1 each 1 1 1 1

19  Related party transactions

During the year, the company purchased £5,595,090 {2021: £8,714,369) of inventory (net of finished goods transfer
pricing adjustment} from Morphe LLC, its parent company.

At the year end, the net amount due to Morphe LLC and other group Companies was £23,047 653 (2021:
£14,825,645).

20 Ultimate controlling party

The company is wholly owned by Morphe, LLC, a US based Corporation. The registered address of Morphe LLC is 22,
4th Street, San Francisca, CA 94103.

The ultimate parent undertaking and the largest group to consolidate these financial statements was Forma Brand
Holdings, LLC. {formerly known as Morphe Holdings LLC).

Post vear end, the ultimate parent company, Forma Brand Holdings LLC was purchased by Jefferies Financial Group
Inc via a Debt to Equity Swap.

On 7 April 2023, Morphe Costmetics Limited converted £9,242,942 of intercompany debt into 1 Ordinary Share to a
new intermediate parent company, Beauty Brands Acquisition (UK} Limited.

The overall controlling party from this date was Jefferies Financial Group Inc.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2022

21 Post balance sheet events

Post year end, the ultimate parent company, Ferma Brand Holdings LLC was purchased by Jefferies Financial Group
Inc via a Debt to Equity Swap.

On 7 April 2023, Morphe Cosmetics Limited converted £9,242,942 of intercompany debt into 1 Ordinary Share to a new
intermediate parent company, Beauty Brands Acquisition {(UK) Limited.

The overall controlling party from this date was Jefferies Financial Group Inc.
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