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B&M Retail Limited

Strategic report

Business review

During the perod under review the company has continued to deliver 2 strong financial petformance. The ditectors
believe that B&M stores offer a compelling customer proposition, combining leading brand, fast-moving consumer
goods at attractive prices with a strong non-grocety product offering that together deliver sensational value to our

customets.

The UK retail market is broadly split into two main segments, grocery tetailers and specialist retailers and the
company’s positioning allows it to compete across both segments. The company has several cote categories that it
focuses on within each segment including ambient grocery products, home products and seasonal product areas
such as gardening and toys and we have also introduced a range of frozen and chilled products into 70 stores.

We have continued to make good progress on our three main strategic priotities:

e  Deliver great value to ous customers. We sell a wide but disciplined range at everyday low prices which are
consistently below those offeted by specialists and general retailers, but we only focus on bestselling
products. This disciplined approach to ranging is integral to the efficiency of the business model and
supports our highly competitive pricing position. Out success in this category is measured by our overall
revenue growth of 14.4% (excluding this year’s 53 week, see the financial petformance section below) and
our like-for-like! sales growth of 4.7%.

s  Expansion of the store estate, The company has a strong commitment to continue to roll out new stores in
the UK, and we continue to stand by our long term target of at least 950 stores. In the petiod ended 31
March 2018 we have opened 47 (net 38) stores and at the end of this petiod the company now trades from
576 stores. B&M has a proven track recotd of being able to identify new and profitable store locations
across a wide geographical base in England, Scotland, Wales and Northetn Ireland, and the directors plan
to continue this roll out and believe that the current property market continues to présent attractive
oppottunities to expand the numbet of stores.

® We continue to invest in our people and infrastructure and we have created over 1,000 new jobs in the
FY18, principally as a result of our new store opening programme but also investments in our head office
teams. We have also invested £16.4m as part of a tolling programme of maintenance capital expenditure

across the estate.

e In otdet to allow us to continue out new store opening programme we recognise that we need to invest in
our warehouse capacity and during the period under review, a Group company has acquited land in
Bedfotd in the South of the UK upon which a new, one million square foot watehouse will be opened
early in 2020.

! Like-for-like revenues includes each store’s revenue for that part of the (;ur:ent pedod that falls at least 14 months after it opened; and it is
compared with its revenue for the corresponding past of the previous period. This 14 month approach has been taken as it excludes the two

month halo period, which new stores experience following opening.
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Financial performance

_The directors considér a range of performance indicators, including revenue growth, like-for-like revenue, gross
matgin percentage, EBITDA, net new store openings and stock tum. As we ate reporting a 53 week year, we
prescat below a reconciliation to 52 week figures for profit and loss that includes a reconciliation to the non-IFRS
measure of EBITDA. The directors believe that the non-IFRS 52-week measutes and EBITDA are reflective of the
undetlying business performance and therefore provides additional useful information to the users of the accounts.

53 weeks to 1week to 52 weeks to 52 weeks to
31-Mar-18 31-Mar-18 24-Matr-18 25 Mat-17

£7000 £000 £'000 £000
Revenue 2,629,145 53,528 2,575,617 2,252,265
Gross profit 888,878 18,162 870,716 771,785
Operating profit 235,898 3,494 232,404 197,899
Profit before tax 236,006 3,496 232,510 198,006
Add back net finance income (108) 2 . (106) 107)
Add back depreciation and amortisation 26,486 727 25,759 22277
EBITDA 262,384 4,221 258,163 220,176

Revenues for the period to 31 March 2018 were £2,629.1m (52 week period to 24 March 2018 were £2,575.6m and
for the period to 25 March 2017 wete £2,252.3m, an increase of 14.4%). This was driven by the growth of the
estate, both through the annualisation of new stores opened in the prior year and the net 39 stores opened in the
current year, as well as the 4.7% like for like growth,

The gross profit for the period to 31 March 2018 was £888.9m at 2 margin of 33.8%. The 52 week Gross profit
figure was £870.7m, an increase of 11.9% on the prior year figure of £777.8m. The 52 week margin was 33.8%
compated to 34.5% with the reduction latgely due to a slight shift towards FMCG and grocery categordes in our
sales mix as the UK consumer seeks out value as a result of the reduction in disposable income. There has also been

an increase in low matgin wholesale intercompany sales (see note 21).

52 week eatnings before interest, tax, depreciation and amortisation (EBITDA) for 2018 was £258.2m and for 2017
was £220.2m, an increase of 17.3%.

Tangible and intangible capital expenditure in the pedod to 31 March 2018 was £46.3m (2017: £41.8m).
Significant investments were made supporting the new store roll out programme with the addition of a net 39
stores

Corporate social responsibility

The company recognises that it has a responsibility to ensure that its business is conducted in a socially responsible
mannet, tesulting in 2 high standard of social and environmental behaviout. At the heart of this and underpinning
out aim to deliver value for money to our customers day-in, day-out is a passion for reducing waste and unnecessaty
consumption wherever we can, to keep costs down and at the same time ensute that we have a business that is as

sustainable and environmentally friendly as possible.

Out Corporate Social Respousibility strategy focuses on the following areas; the environment, our suppliers, health
and safety. Our colleagues and members of the executive management team have responsibility for each of these
areas and they form regular agenda items at our board meetings.

Envitonment
As a retailer we recognise that our supply chain and operations will impact the environment and that we have a

corporate responsibility to minimise impacts both now and in the future, Our business model is relatively simple and
we focus on the recycling of product packaging, minimising the ovetland deliveries of our ditect imported products,
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reducing our electricity usage and improving our fuel efficiencies to help minimise the impact of our business on the
environment.

In terms of waste recycling we self-sott over 60% of all waste produced by our warehouses and stote network, with
over 99% being recycled. We have also seen a reduction of cartier bag usage since the Sp carder bag levy was
introduced in England and Wales in October 2015. We have an internal processes to disttibute the cash proceeds
from the levy to charitable organisations that includes the consultation of our colleagues actoss the business. In the
financial year 2017/18 we donated arouad £500k to a range of chatities including childten’s hospitals, hospices, air
ambulance and educational and arts trusts, often being at a regional level in diffexent parts of the UK as well as
some national charities.

In terms of emissions, we monitor and report our Greenhouse gas emissions through our Group consolidated
accounts. In the UK we measure an intensity ratio (Tonnes of CO; pet £'m sevenue) for our emissions which
showed a 14.8% dectease over the year (36.2 against 42.5).

We have a number of on-going initiatives to reduce our carbon footprint;

®  Our UK warchouses are based in the North West of England and approximately 65% of imported goods
are shipped to the Port of Livetpool, theteby reducing the extent of overland transpott from ports in the
South of England.

* We continue to invest in encrgy efficient LED lighting in our new stores, and as part of our existing store
estate maintenance and refresh programmes we invest in switching to LED lighting wherever we feasibly
can. We now also have LED lighting installed in three of out four main distdbution centre locations.

e We continue to upgrade our transpott fleet and we have introduced 50 new tractor units in FY¥2018 and we
have ordered a further 60 units for delivery in the summer of 2018. The vast majosity of our B&M
transpott fleet in the UK is now less than two yeats old.

e We have continued to invest in “wedge” trailers which increase trailer capacity and therefore maximises
transport utilisation and minimises disttibution mileage travelled. We have acquired 50 of these trailers in
FY2018 and otdeted a further 50 for FY2019; and

e  Additionally to improve the efficiency of our fleet and .save on miles drive, fuel and emissions, we have
introduced a new transport scheduling system which has optimised routes and teduced mileage.

Supply chain and ethics :
We have a significant numbez of long standing relationships with our suppliers. We regard our suppliers as business
partners in terms of our relationships and dealings with them. We like to maintain simple, transpatent net ptices and

to minimise the use of rebates and retrospective discounts.

We use a standard set of terms and conditions of purchase, and provided the goods meet relevant quality and safety
standards, we will pay the supplier within the agtee payment terms, and our import suppliers are normally paid in
advance of the goods attiving into the UK.

Itis impomnt both in terms of ensuring our products are safe and fit for sale and that the factosies we use comply
with local laws and regulations that our customers can be assured of the safety, quality and integrity of the ptoducts
they buy from our stores.

In relation to anti-slavery and human trafficking, we have a zero tolerance policy on slavety, forced labour and
human trafficking of any kind in relation to our business and supply chain. We support the promotion of ethical
business practices and policies to protect workers from any kind of abuse or exploitation in relation to our business

and supply chain.

In the last year we have continued to communicate out Workplace Policy to new suppliers along with our standard
terms and conditions of purchase which make it a condition of trading with B&M that suppliers adhere to our

Wotkplace Policy standards.

A copy‘ of the Gtou.p’s anti-slavery policy statement and our Wotkplace Policy are available under the Corporate

Responsibility section of out websites at www.bmstores.couk and www.bandmretail.com. More detail can also be
found in the Corporate Social Responsibility section of the Gtoup’s Annual Repott, available on the same websites.




B&M Retail Limited

S B A B e e L A o B T e L TP e O S S A,

Strategic report

Out policy on anti-bribety and corruption is also one of zero tolerance. Out colleagues are aware of the importance
of reporting any offers of inducements by any third parties up the management chain in each business immediately
up to director level. Each yeat an annual review is also undertaken of out buying teams requiring written reports to
be completed of any suspected or actual incident of bribery or corruption between any third party and the business.
That due diligence disclosed no instances in our business this year of any such activity having taken place or having
been suspected. Within the whistle blowing reports in relation to the year under review, no repotts have been made
of any instances of bribery or cotruption between B&M and any third parties.

Health and safety

The Board has responsibility for ensuting health and safety compliance. There ate a number of key performance
indicators which form patt of our regular Boatd reporting pack, including reporting the number of accidents and
those that ate subsequently repotted to the Health and Safety Executive the latter being 207 in the year at an average
of 0.4 per store (2017: 119, 0.2), which should be seen in the context of 217 million shopper visits per annum (2017:
196m).

We have a dedicated health and safety team of qualified professionals who are responsible for ensuring that we
comply with the current statutory requitements and that our health and safety pohcy is communicated to all our

colleagues.

We take the welfate of our customers and employees very seriously at all times, We are therefore committed to
ensuting that our business has appropriate health and safety standards across our store estate, as well as our
warehouses and offices, such that our customers and employees can shop and work in a safe envitonment.

Colleagues

Our people and our teams make the difference within our business and our stotes are popular and busy places to
work. Working at our stotes is demanding but we try to make it a fun and enjoyable experience for all our
colleagues. We strive to ensure that all colleagues are treated faitly and with respect, that no colleague is
discriminated against on grounds of gender, race, colour, religion, disability, ot sexual orientation and that B&M is
recognised as a great place to wotk.

In the year we have created over 1,000 new jobs and with our continued stote roll out plans for the years ahead we
will continue to create jobs in vatious communities'in the UK where those new store openings take place.

We develop our own talent from within our own business wherever we can, under our Step-Up programme, where
they have training over an 8 month period on vatious aspects of our store operations. This includes store standards
merchandising, productivity and how to manage store teams effectively. Overall in the last financial year 194
colleagues were promoted to either stote manager or deputy manager positions.

We also tewatd out store management teams through an annual bonus scheme and we run regular inceative
schemes to drive performance and also to engage with the teams by rewarding them fot high performance. We have
a shate incentive plan open to all employees after 12 months service to take up the opportunity to patticipate in the
future success of the overall B&M cotporate group.

We have developed an e-based portal which provides engagement for our regional and atea managers with our
central operations team and with each other. This gives them instant information updates through smatt tablets
distributed by B&M to them on a range of business, opetational and workplace engagement matters on a daily basis.
It keeps them connected and they are then able to cascade relevant information to their own store managers for

their teams throughout the whole store estate.

We communicate to our teams through our newsletter, “The B&M Standard”, with updates on business strategy,
new stores, new products and the work of our support centte teams.

Under out equal opportunities policy we recogmse and actively encourage the benefits of having a diverse wotikforce
across our business,
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The gender split of our workforce is as follows;

Senior A All

Ditectors Management Staff
Male 4 22 11,221
Female - 16 14,190

We have redefined Senior Management within the yeat and the comparable figures for the prior period were 24 male
and 12 female. Overall 42% of our senior management ate female (2017: 33%) and 56% (2017: 55%) of our whole

workfotce.

This is the first yeat of our teporting with regards to the Gendet Pay Gap. Our repott, which is published on our
own corporate website, www.bandmretailcom and through the HMRC portal htips://gender-pay-
gap.service.gov.uk/ showed that hourtly pay for male colleagues was equal when measured as a median average and
7.6% higher when measured as a mean. The full fepott also includes detail on out pay quartiles and bonuses paid.

Community

Out policy on social and community engagement is to continue to make investments in new stores and jobs in local
communities where we are under-represented or not tepresented at all in the UK, provide value for money to our
customers and foster long standing relationships Wlth our suppliers and promote ethical trading policies and
practices within our supply chains.

We like to be an important patt in the life of people in local communities where we trade by providing job
opportunities and also through our value pricing business model enabling household budgets to go that bit further.
This helps us to build relationships within communities whete we operate our stores, whete out store colleagues and
our customers work and live.

When we open a new store, we tty to find a “local hero” as 2 member of the local community known for their
charitable or othet work in the community, to perform the tibbon cutting ceremony on the opening day. This is one
small way in which we can help promote and support the good wotlk which they do in their local community and we
actively encourage our store managers to maintain their local her relationship going forward.

In relation to both jobs at stores and also in our distribution centres we have had a successful initiative over a
aumber of yeats now in the UK which is focussed on helping long-texrm unemployed back into work. In the year
undet review, another 175 long-tetm unemployed people secured a role within B&M.

Risk management ijectives and policies

The responsibility for risk management and the internal control envitonment resides with the board of directors and
the senior management team implements and maintains the control systems adopted by the board.

The tisks detailed below ate the principal tisks and uncettainties that may impact the company achieving its strategic
objectives, the list does not includeAall of the risks faced by the company nor does it list the risks in any order of

priority.
Competitive environment — The business operates in a highly competitive retail market and as such monitors

competitots pricing and product offetings on a continual basis. We also develop new product ranges to identify new
market opportunities to target new customets. The level of this risk has not changed during the year.

Economic envitonment — The business is subject to the prevailing macro-economic conditions in the UK. We
mitigate the risk by offering several price points and utilising effective forecasting to allow us to act appropuately to
the cutrent and anticipated economic conditions. Out low cost business model also allows us to maintain a price
advantage which enables the business’ sales to remain robust irtespective of the overall economic conditions. The
level of this risk has remained the same during the yeat.
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IT Systems, Cyber Security and Business Continuity — The business relies on key IT systems and any major
incident would have a detrimental impact on the company’s ability to operate efficiently. We mitigate this by
maintaining industry standatd third party maintenance contracts and ensuring that any technology investments are
fit for putpose. We also have a disaster recovety strategy. IT Security is monitored at Boatd level and we petform
penetration testing and easute that out security software is up to date. The level of this risk has not changed during
the year.

Regulation 8 Compliance ~ The business is exposed to regulatoty and legislative requirements including; those
atound the import of goods, the Bribery Act, the Modem Slavety act, health & safety, employment law, data
protection and those atound protection of the environment. As such the business has implemented a
comprehensive set of policies, mdudmg a code of conduct for employees and a whistle blowing line. Senior staff are
tesponsible for identifying and managing new legislation and the Group has an Internal Audit function and General
Counsel to assist in these functions. The level of this tisk has increased during the year due to the introduction of
the General Data Protection Regulation which we have mitigated by introducing new policies and processes as well
as appointing an internal data supervisor.

Credit risk and liquidity — The business carties out a significant amount of trade in US Dollars, and is therefore
exposed to any currency volatility. We have a treasuty policy in place which covers the hedging. of exchange rates, as
well as the management of surplus cash, which is not seen as a ptincipal risk in itself due to the cash generative
natute of the business and comfortable banking facilities held with the bank, We maintain 6-12 months of foreign
exchange hedging cover. The level of the risk has not changed during the year.

Commodity Ptices — Escalation of costs within the supply chain arising i.e. from increased raw materials and wage
costs, Additionally increased fuel and energy costs could impact distribution and the store and warehouse overhead
base. We bring forward costs on freight rates, energy and curtency to mitigate volatility whilst wage increases are
offset (whete possible) by productivity improvements. Forecasts and projections include the impact of known
issues, such as the impact of the National Living Wage, and the company’s strategic planning takes account of these
effects. The level of this risk has not changed duting the yeat.

Supply Chain — The lead times in the supply chain could lead to a greater risk in buying decisions and poteatial loss
of margins through higher matkdowns. Disruption to the supply chain could lead to teputational damage and a risk
that consumers may be harmed. The company has an experienced sourcing team that manages an efficient and
effective supply chain, which includes a range of alternative supply soutces without over-reliance on any single
supplier. Factory visits ate also petformed to help maintain standards. The level of this risk has not changed during
the year. .

Stock Management -~ Ineffective controls over the management of stock could impact on the achievement of out
gross matgin objectives. Lack of product availability could impact on working capital and cashflows. We mitigate
this by having a highly disciplined SKU count by season, with regulat matk down action on slow moving product
lines. Initial stock otders do not exceed around 14 weeks of forecast sales and action is taken after 4 weeks of
" trading. Regular reviews take place to ensure consistent levels of stack cover. The level of this risk has decreased
during the year due to the success of the roll out of the new Warehouse Management System.

Infrastructure — If we suffeted the loss of a warchouse facility then it would impact short/medium term trading
and could materally impact the ptoﬁtabih'ty of the business. Forward plans ate in place for additional watehousing
capaaty to support the new store opening programme and the business maintains adequate business interruption
insurance. This tisk has remained the same dul:mg the year as despite the continuing store expansion, we now have
plans in operation in respect of bringing a new major distribution centre online in 2020.

Key Management Reliance — The Group is teliant on the high quality and ethos of the executive team as well as
strong management and operational teams. These individuals are appropsiately incentivised and the composition of
the management team is kept under constant review to ensute it is appropriate to delivery of the compaay’s strategic
plan. The level of this risk has remained the same during the year.




B&M Retail Limited

Strategic report

Stote Expansion — The ability to identify suitably profitable new stote locations is key to deliveting our growth
plans. The CEO actively monitors the availability of retail space with the suppott of intesnal and external property
acquisition consultants whilst the flexibility of our format also allows us to take advantage of a tange of store sizes
and locations. Whete new locations may impact on existing locations the cannibalisation effects ate estimated and
then monitored to ensute that an overall benefit to the Group is realised. The level of this tisk has remained the

same during the year,

UK Exit from the Eutopean Unlon — The UK’s planned exit from the Eutopean Union has several potential
impacts in the ateas of economic & tegulatoty envitonment; withholding tax paid on intetnal dividends; impozt of
goods due to cuttency exchange volatility & increased import duties; availability & cost of labous; and potentially as
yet some unknown impacts depending upon the tetros of the exit. We have mitigated the short term custency risk by
utilising foreign exchange hedging but with respect to the mote fundamental changes, the level of risk is unknown
due to significant uncettninty regatding the outcome of the exit negotiations and Biitish leadership’s position on
these. We will continue to monitor developments and understand the interpretation’s with respect to potential sisks
and act accordingly. We do not consider this 1isk to have increased as the majority of imported goods from the Far
East are made directly into the UK whete they ate to be sold, and the amount of goods imposted from Burope is

not material.

ON BEHALF OF THE BOARD

p/)/""pm/{

P McDonald
Ditector
12 July 2018

B&M Retail Limited
The Vault

Dakota Drive

Estuaty Commerce Pack
Speke

Livetpool

Metrseyside

L24 8R]
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Statement of directors’ tesponsibilities

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

Company law requites the ditectors to preparte financial statements for each financial year. Under that law they have
elected to prepare the financial statements in accordance with International Financial Reporting Standards as
adopted by the European Union (IFRSs as adopted by the EU) and applicable law.

Under company law the directors must not approve the financial statements unless they are satisfied that they give a
true and fait view of the state of affairs of the company and of the profit or loss of the company for that pedod. In
preparing these financial statements, the directors are requited to:

e select suitable accounting policies and then apply them consistcntly;
e make judgements and estimates that are reasonable, relevant and reliable;
e state whether they have been prepared in accordance with IFRSs as adopted by the EU;

e  assess the company’s ability to continue as a going concetn, disclosing, as apphcable matters related to going
concen; and

e use the going concetn basis of accounting unless they either intend to liquidate the company or to cease
operations, ot have no realistic alternative but to do so.

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 responsible for
such intetnal control as they determine is necessaty to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error, and have general responsibility for taking such steps as
are reasonably open to them to safeguard the assets of the company and to prevent and detect fraud and other

irregularities.

11
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Report of the directors

The directors present their report together with the financial statements for the period from 26 March 2017 to'31
March 2018. The accounts are prepated in accordance with the International Financial Reporting Standards as

adopted by the Eutopean Union.

The ultimate pateat of the company is B&M European Value Retail S.A., a company which is listed on the London
Stock Exchange.

Principal activity

The principal activity of the company is that of discount retailer, based in the UK

Directors

The ditectors in office during the petiod are shown below. All directors served on the board throughout the Pé.ﬁod:

S Arora
B Arora
R Arora
P McDonald

Disabled employee policy

In the event of an employee becoming disabled, every effort is made to continue their employment and having due
regard to their aptitude and abilities, opportunities aze given fot retaining or deployment whetever possible.

Equal opportunities policy
The company is committed to ensuring equal opportunities in the workplace for all its employees. One of the key
aims of the policy is that the company can provide a working envitonment in which employees feel comfortable and

. assured that they will be treated with dignity and respect.

We ate committed to ensuting all employees ate treated equally and fairly itrespective of their sex, race, colour,
creed, marital status, sexual orientation, age or disability.

This equal oppoztunities policy applies to the company recruitment and selection procedures, employees' terms and
conditions of employment including pay, opportunities for promotion, transfer and training, general treatment at .
wotk, disciplinary and grievance procedure and termination of employment.

All employees have a responsibility to apply this principle in practice.

Employees

The company has continued its practice of keeping staff informed of matters affecting them as employees through
local meetings, company ne\vsletters and notice boards.

The company seeks to ensure that disabled people, whether applying for a vacancy or already in employment,

receive equal opportunities in respect of those vacancies that they ate able to fill and are not discriminated against
on the grounds of their disability.

Financial risk management

Financial tisk disclosutes have becn teported within the strategic report as they are considered to be of strategic
significance.

12




B&M Retail Limited

Ry R A B e e e S

T B o S O s 2 S A e B S D A S G Lt R D AP

Report of the directors

Dividends

In November 2017 and March 2018 dividends wete declared totalling £23.0m and £55.0m respectively. See note 25.

Future developments

‘The company is expected to continue adopting the strategy as outlined in the preceding Strategic report.

Auditors

A tesolution to re-appoint KPMG LLP as auditor for the ensuing year will be proposed at the anaual general
meeting in accordance with section 485 of the Companies Act 2006.

ON BEHALF OF THE BOARD

Pa rep A

P McDonald
Director
12 July 2018

B&M Retail Limited
The Vault

Dakota Drive

Estuary Commerce Park
Speke

Liverpool

Merseyside

L24 8R]
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF B&M Retail Ltd
Opinion

We have audited the financial statements of B&M Retail Limited (“the company™) for the period ended 31 March
2018 which comptise the Statement of Comptehensive Income, the Statement of Financial Position, the Statement
of Changes in Equity and the Statement of Cash Flows, and related notes, including the accounting policies in note
1. '

In our opinion the financial statements:

e give a true and fair view of the state of the company’s affairs as at 31 March 2018 and of its profit for the
period then ended; ’

¢ have been propetly prepared in accordance with International Financial Reporting Standards as adopted by the
European Union; and ’

e have been prepared in accordance with the requitements 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 are desctibed below. We have fulfilled our ethical tesponsibilities undex, and are
independent of the company in accordance with, UK ethical tequirements including the FRC Ethical Standard. We
believe that the audit evidence we have obtained is a sufficient and apptoptiate basis for our opinion.

Going concetn

We are required to tepott to you if we have concluded that the use of the going concern basis of accounting is
inapproptiate ot thete is an undisclosed matesial uncertainty that may cast significant doubt over the use of that
basis for a period of at least twelve months from the date of approval of the financial statements. We have nothing
to report in these respects. }

Strategic report and directots’ report

The ditectots ate responsible for the strategic report and the directors’ repott. Our opinion on the financial
statements does not cover those reports and we do not express an audit opinion thereon..

Our responsibility is to read the strategic tepott and the directors’ report and, in doing so, consider whether, based
on our financial statements audit wotrk, the information therein is materially misstated or inconsistent with the
financial staternents oz our audit knowledge. Based solely on that wotk:

. we have not identified material misstatements in the strategic teport and the directors’ report;

. in out opinion the information given in those reports for the financial year is consistent with the financial
statements; and

. in our opinion those reports have been prepared in accordance with the Companies Act 2006.

Mattets on which we are requited to report by exception
Under the Companies Act 2606, we ate requited to report to you if, in out opinion:

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

o the financial statements ate not in agreement with the accounting records and returns; ot
e certain disclosutes of directors’ remunetation specified by law ate not made; or
e we have not received all the information and explanations we requite for out audit.

We have nothing to report in these respects.
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Directors’ tesponsibilities

As explained more fully in their statement set out on page 11, the directors are responslble for: the preparation of
the financial statements and for being satisfied that they give 2 true and fair view; such internal control as they
determine is necessaty to enable the preparation of financial statements that ate free from material misstatement,
whether due to fraud or error; assessing the company’s ability to continue as a going concern, disclosing, as
applicable, matters related to going concetn; and using the going concern basis of accounting unless they either
intend to liquidate the company or to cease operations, ot have no realistic alternative but to do so.

Auditor’s responsibilities

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

A fuller descrption of out responsibilities is provided on the FRC’s website at;
www. fre.org uk/uditorsresponsibilities

The putpose of our audit wotk and to whom we owe out tesponsibilities

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

N LCMOL@VM

Nicola Quayle (Senior Statutory auditor)

for and on behalf of KPMG LLP, Stamtory Auditot
Chartered Aeconntants

1 St Peter’s Square

Manchestet

M2 3AR

20 July 2018
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B&M Retail Limited

Statement of Comprehensive Income

53 weeks to 52 weeks to
31 March 2018 25 March 2017
Note £'000 £000
Revenue 2 2,629,145 2,252,265
' Cost of sales ‘ (1,740,267) (1,474,480)
Gross profit 888,878 777,785
Administrative expenses (652,980) (579,886)
Opetating profit V 3 235,898 197,899
Finance costs 7 4 v (61) ®)
Finance income 4 169 112
Profit before tax 236,006 . 198,006
Income tax exfeuse . - 8 (41,563) - (37,338)
Profit for the petiod , . 194,443 160,668
Other comprehensive income for the period

. Items which may be reclassified to profit and loss:
Fair value movement as recorded in the hedging reserve (15,659) (1,666)
Tiax effect of other comprehensive income ) 2,478 376
Total comptehensive income for the period 181,262 159,378

All of the activities of the company ate classed as continuing.
The accompanying accountingpoﬁcies and notes form an integral part of these financial statements.

l
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Statement of Financial Position

31 Match 25 March
2018 2017
. Note £'000 £000
Non-cuttent assets )
Intangible assets 9 6,010 4,263
Propetty, plant and equipment 10 152,815 134,915
Other receivables 12 2,150 . 2412
Defested tax asset 8 3,730 359
164,705 141,949
Cutrenit assets
Cash and cash equivalents 13 78,916 155,849
Inventosies 11 494,007 411,196
Trade and othet receivables 12 269,367 142,287
Other financial assets : 15 - 349
842,290 709,681
Total assets 1,006,995 851,630
Equity
Share capital 17 (2,905) {1,905)
Retained eatnings (619,178) (502,120)
Hedging resetve 14,531 1,350
(606,552) (502,675)
Non-current labilities
Provisions - 16 (379) (739)
Other payables i - 14 (78,635) (75,909)
Defetred tax liabilities 8 (923) (1,107)
: (79,937) (77,755)
Cugrent liabilitles
Ttade and other payables 14 (277,631) (244,475)
Othet financial liabilities 15 (16,666) (2,070
Income tax payable - . ) (20,562) (19,786)
Provisions 16 (5,647) (4,869)
(320,506) - (271,200)
Total labilitles ' (400,443) (348,955) -
Total equity and liabilities ' ‘ (1,006,995) (851,630)

‘The accompanying accounting policies and notes form an integtal part of these financial statements,

‘The financial statements were approved by the Boatd of Ditectors and authotised for issue on 12 July 2018 and
signed on theit behalf by:

Pare ..

P McDoagald
Directot
Company registration number: 01357507
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B&M Retail Limited

Statement of Changes in Equity

Total

Shate . Retained Hedging Shareholders'

capital earnings Resetve equity

£'000 £'000 £2000 £'000

Balance at 26 March 2016 1,905 440,467 - 442372
Total comptehensive income for the 52 weeks to 25 March 2017 - 160,728 (1,350) 159,378
Dividends paid to owners of the company - 99,750) - (99,750)
Effect of share options - 675 - 675
Balance at 25 March 2017 1,905 502,120 (1,350) 502,675
Total comptehensive income for the 53 weeks to 31 March 2018 - 194,443 (13,181) 181,262
Dividends paid to ownets of the company - (78,000) - (78,000)
Effect of share options : - 615 EEETE 615
Balance at 31 Match 2018 1,905 619,178 (14,531) 606,552

The accompanying accounting policies and notes form an integral past of these financial statements.
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B&M Retail Limited

Statement of Cash Flows

31 March 25 March

Period ended 2018 2017
Note £°000 £000
Cash flows from operating activities
Cash generated from operations - 22 218,288 203,068
Movement in intercompany balances (207,307) (62,782)
Income tax paid (41,864) (29,235)
Net cash flows from opetating activities (30,883) 111,051
Cash flows from investing activities
Purchase of property, plant and equipment 10 (43,424) (41,798)
Putrchase of intangible assets 9 (2,878) (2,695)
Proceeds from sale of propexty, plant and equipment 144 1,564
Interest received . 169 112
Net cash flows from investing activities (45,989) (42,817)
Cash flows from financing activities
Interest paid {61) (5)
Net cash flows from financing activities (61) (5)
Net increase in cash and cash equivalents (76,933) 68,229
Cash and cash cquiva]et}ts at the beginning of the period 155,849 87,620
Cash and cash equivalents at the end of the period 78,916 155,849
Cash and cash equivalents comprise:
Cash at bank and in hand ‘ 13 78,916 155,849
78,916 155,849

The accompanying accounting policies and notes form an integral patt of these financial statements.
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Notes to the financial statements

Principal accounting policies

Basis of preparation

The financial statements have been prepared in accordance with International Financial Reporting Standards issued
by the International Accounting Standards Board (IASB) as adopted by the European Union and with those parts of
the Companies Act 2006 applicable to companies prepating their accounts under IFRSs as adopted by the European
Union.

The principal activity of the company is that of discount retailer, based in the UK,

The financial statements have been prepared under the historical cost convention as modified by the revaluation of
financial assets and financial labilities at fair-value through profit or loss. The measutement basis and principal
accounting policies of the company are set out below and have been applied consistently throughout the financial
statements.

The ultimate parent undertaking of the company throughout the period and the pdor year was B&M European
Value Retail S.A. who are listed on the London Stock Exchange.

The financial statements ate presented in pounds stetling and all values are rounded to the nearest thousand (£'000),
except when otherwise indicated.

Going concern

As a discount retailer, the company is well placed to withstand any volatility in economic conditions including the
direct and indirect impacts emanating from the proposed British exit from the European Union that will uafold
over the coming months. The company's forecasts and projections, taking into account reasonably possible changes
in trading performance for the foreseeable future, coveting a period of 12 months from the end of the reporting
period, show that the company will trade within its cutrent financing facilities, which are held by the Group as a
whole and expire in 2021 and 2022.

After making enquites, the directors are confident that the company has adequate resoutces to continue its
successful gtowth. Accordingly, they continue to adopt the going concetn basis in preparing the financial
statements. -

Revenue

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, regardless of when the payment is being made. Revenue is measured at the fair
value, of the consideration received or receivable.

Revenue is the total amount receivable by the company for goods supplied, in the ordinaty course of business
excluding VAT and trade discounts, returns and relevant vouchers and offets. Store retail turnover is recognised at
the initial point of sale of goods to customers, when the risks and rewatds of the ownership of the goods have been
transferred to the buyer. '

Other administrative expenses
Administrative expenses contain all running costs of the business, except those telating to inventories (which ate
expensed through cost of sales), tax, interest and othet comprehensive income. Transport and warchouse costs arc

_ included in this caption.

Elements which ate unusual and significant may be separated as a separate line item, this would include items such
as material restructuring costs.
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Notes to the financial statements

Segment reporting

Operating segments are reported in a mannet consistent with internal reporting provided to the chief operating
decision maker. The chief opetating decision maker has been identified as the executive directors of the company.
The executive ditectors are responsible for assessing the petformance of the business for the purpose of making
decisions ‘about tesources to be allocated.

Intangible assets

Intangible assets acquired separately, comprising computer software and brands, are measuted on initial recognition
at cost comprising the putchase ptice and any directly attributable costs of preparing the asset for use.

Following initial tecognition, assets ate carried at cost less accumulated amoztisation and accumulated impairment
losses. Amortisation begins when an asset is available for use and is calculated on a straight line basis to allocate the
cost of the asset over its estimated useful life as follows:

Computer software acquited - 4 years
Brands are considered by management on a case by case basis, with reference to the undetlying length of the licence

as a limiting factor, and may be assigned an indefinite life, in which case they will not be amortised but instead tested
for impairment at each year end. See note 9. Amortisation is included in administrative expenses.

Property, plant and equipment
Property, plant and equipment is carried at cost less accumulated depreciation and accumulated impairment losses.

Cost comprises purchase price and ditectly attributable costs. Unless significant or incurred as part of a refit
programme, subsequent expenditure will usually be treated as repaits or maintenance and expensed to profit and
loss.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only
when it is probable that future economic benefits associated with the item will flow to the company and the cost of

the item can be measured reliably. The cartying amount of the. replaced patt is derecognised.

Freehold land is not depreciated. For all other propezty, plant and equipment, depteciation is calculated on a straight
line basis to allacate cost, less residual value of the assets, over their estimated useful lives as follows.

Depreciation

Depteciation is provided on all other items of property, plant and equipment and the effect is to write off the
cartying value less their residual values of items by equal instalments over their expected useful economic lives. It is
applied at the following rates.

Leasehold land and buildings - Life of lease

Freehold buildings - 2% Straight line

Plant, fixtures and equipment - 10% - 25% straight line
Motor Vehicles - 20% - 25% straight line

Residual values and useful lives ate reviewed annually and adjusted prospectively, if appropriate.

An item of propety, plant and equipment is detecognised upon disposal or when no future economic benefits are
expected from its use ot disposal. Any gain or loss atising on derecognition of the asset (calculated as the difference
between the net disposal proceeds and the cartying amount of the asset) is included in the statement of
comprehensive income when the asset is detecognised.
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B&M Retail Limited

‘Notes to the financial statements

Leases

The detetmination of whether an attangement is, ot contains, a lease is based on the substance of the arrangement
at the inception date. The arrangement is assessed fot whether fulfilment of the artangement is dependent on the
use of a specific asset or assets of the artangement conveys a right to use the asset or assets even if that right is not
explicitly specified in an arrangement, i.e. whether the sisks and rewards of ownership have been transfetred,

In accordance with IAS 17, the economic ownership of a leased asset is transferred to the lessee if the lessee bears
substantially all the tisks and rewards related to the ownetship of the leased asset. The related asset is recognised at
the time of inception of the lease at the fair value of the leased asset, or, if lower, the present value of the minimum
lease payments plus incidental paymeants, if any, to be borne by the lessee. A corresponding amount is recognised as
a finance leasing liability.

The interest element of leasing payments represents a constant proportion of the capital balance outstanding and is
chazged to the statement of comprehensive income over the period of the lease.

A leased asset is depreciated over the useful life of the asset. However, if there is no reasonable certainty that the
company will obtain ownership by the end of the lease term, the asset is depreciated over the shorter of the
estimated useful life of the asset and the lease term.

All othet leases are regarded as operating leases and the payments made under them are charged to the statement of
comprehensive income on a straight line basis over the lease term. Lease incentives ate spread over the term of the
lease and are referred to in our accounts as reverse lease premiums.

Onerous Leases

The company carries a property provision which is recognised on specific sites within the company’s leasehold
property portfolio where an exit can be reasonably expected to occur, and a lease is considered onerous.

A lease is considered onerous when the economic benefits of occupying the leased properties are less than the
obligations payable under the lease.

The amount held covets any costs expected to accrue before the end of the contract, netted agaiast any income, as

well as a portion related to any dilapidation expense which may atise.

Inventories -

Inventories are valued at the lowet of cost and net realisable value, after making due allowance for obsolete and slow
moving items. An average cost methodology is used to measure the cost. Net realisable value is the estimated selling
price in the ordinaty course of business, less estimated costs of completion and the estimated costs to sell. We do
not include transport and distribution costs in our valuation of inventory.

~ Share options

The company participates in share option schemes operated by the Group, with the fitst such scheme commencing
in August 2014.

The schemes have been accounted for undet the provisions of IFRS 2, and accordingly have been fair valued on
their inception date using appropriate methadology (the Black Scholes and Monte Catlo models).

A cost is tecorded through the income statement in respect of the number of options outstanding and the fair value
of those options. A corresponding credit is made to the retained eamings reserve and the effect of this can be seen
in the statement of changes in equity. See note 7 for more detail.
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B&M Retail Limited

Notes to the financial statements

" Taxation

Current income tax

Curtent income tax assets and liabilities for the current period are measured at the amount expected to be recovered
from or paid to the taxation authorities. The tax rates and tax laws used to compute the amount are those that are
enacted or substantively enacted, at the reporting date in the UK. Tax is recoguised in the income statement.

Defertred tax

Deferred tax is provided using the liability method on temporary differences between the tax bases of assets and
liabilities and their cartying amounts for financial reporting purposes at the reporting date. Deferred tax liabilities
are recognised for all taxable temporary differences.

Deferred tax assets are recognised for all deductible temporary differences, carry forward of unused tax credits and
unused tax losses, to the extent that it is probable that taxable profit will be available against which the deductible
temporaty differences, and the catry forwatd of unused tax ctedits and unused tax losses can be utilised.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that it is no
longer probable that sufficient taxable profit will be available to allow all ot part of the defetred tax asset to be
utilised. Untecognised deferred tax assets are re-assessed at each reporting date and are recognised to the extent that
it has become probable that future taxable profits will allow the deferred tax asset to be recovered.

The company had £3,730k (2017: £359Kk) of defetred tax assets at the period end. Management has determined
that when these items become available for tax purposes the company will have sufficient profit to be able to
enable them to be used. Therefore the defetred tax assets have been trecognised. See note 8.

Deferred tax assets and habilities are measured at the tax rates that are expected to apply in the year when the asset
is realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted

at the reporting date.

Financial instruments

The company uses derivative financial insttuments such as forward currency contracts, fuel sywaps and interest rate
swaps to teduce its foreign cumency tisk, commodity price tisk and interest rate tisk, Derivative financial
instruments are recognised at fair value. The fair value is detived using an internal model and supported by
valuations by third party financial institutions.

Whete a derivative financial instrument is designated as a hedge of the variability in cash fows of a tecognised asset

ot liability, or a highly probable forecast transaction, the effective patt of any gain or loss on the detivative financial

instrument is recognised directly in the hedging reserve. Any ineffective portion of the hedge is recognised

immediately in the income statement. Effectiveness of the derivatives subject to hedge accounting is assessed at
. inception of the derivative, when the derivative matures and at each reporting period end date between.

When a hedging instrument expires ot is sold, terminated or exetcised, or the entity revokes designation of the
hedge relationship but the hedged forecast transaction is still expected to occuz, the cumulative gain or loss at that
point remains in equity and is recognised in accordance with the above policy when the transaction occurs. If the
hedged transaction is no longer expected to take place, the cumulative unrealised gain or loss recognised in equity is
tecognised in the income statement immediately
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Notes to the financial statements

Financial assets

Initial recognition and measurement

The classification of financial insttuments is determined at initial recognition. The company has the following types
of financial assets; trade and other receivables and cash, which are classified within the IAS 39 definition of loans
and receivables, and derivative contracts which are classified within the IAS 39 definition of fair value through profit
* and loss. All financial assets ate recognised when the company becomes a party to the contractual provisions of the
instrument. All financial assets are initially recognised at fair value plus transaction costs other than for financial
assets carried at fair value through profit ot loss.

The company does not have any held-to-maturity or available-for-sale financial assets.

Subsequent measutement
The subsequent measutement of financial assets depends on their classification as desctibed below:

Loans and teceivables

Loans and receivables ate non-derivative financial assets with fixed or determinable paymeants that aze not quoted in
an active market. After initial measutement, such financial assets ate subsequently measured at amortised cost using
the effective interest rate method (EIR), less impaitment. Amortised cost is calculated by taking iato account any
discount ot premium on acquisition and fees or costs that are an integral part of the EIR. The EIR amottisation and
the losses atising from impairment are recognised in profit and loss.

Financial assets at fair value through profit or loss

Financial assets at fair value thtough profit or loss comptise detivative financial instruments entered into by the
company that ate not designated as hedging instruments in hedge relationships as defined by IAS 39. Financial
assets at fair value through profit or loss ate cartied in the statement of financial position at fair value with changes

in fair value recognised in profit and loss.

Derecognition ‘

A financial asset (ot, whete applicable, a patt of a financial asset or part of a group of similar financial assets) is
derecognised when the zights to receive cash flows from the asset have expired and the entity has transferred its
tights to receive cash flows from the asset or has assumed an obligation to pay the received cash flows in full and
either (a) the entity has transferred substantially all the risks and rewards of the asset, or (b) the entity has neither
transferred nor tetained substantially all the risks and rewards of the asset, but has transferred control of the asset.

Impairment of financial assets

The company assesses at each teporting date whether there is any objective evidence that a financial asset or a group
of financial assets is impaired. A financial asset or a group of financial assets is deemed to be impaired if there is
objective evidence ‘of impaitment, such as an adverse external valuation, or a significant diminution in measutable
output, as a result of one or more events that has occurred after the initial recognition of the asset (an incurred Joss
event’) and that loss event has an impact on the estimated futute cash flows of the financial asset ot the group of
financial assets that can be reliably estimated.

Financial liabilities

Initial tecognition and measutement

* Financial liabilities within the scope of IAS 39 are classified as financial liabilities at fair value through profit or loss
ot other financial liabilities. The entity determines the classification of its financial liabilities at initial recognition. All
financial liabilities ate recognised initially at fair value

Financial liabilities at fair value through profit ot loss

Financial liabilities at fair value through profit or loss include financial liabilities held-for-trading, Financial habllmes
ate classified as held-for-trading if they ate acquired for the purpose of selling in the near tetm. This category
includes detivative financial insttuments enteted into by the company. Gains or losses on liabilities held-for-trading
are recognised in profit and loss.
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Notes to the financial statements

Loans and bosrowings

After initial recognition, interest bearing loans and borrowings are subsequently measured at amortised cost using
the effective interest rate method. Gains and losses are recognised in the income statement when the liabilities are
derecognised as well as through the effective intetest rate method (EIR) amortisation process.

Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or costs that
are an integral part of the EIR. The EIR amortisation is included in profit and loss.

Detecognition
A financial liability is derecognised when the obhgauon under the liability is dischatged or cancelled or expires.

Fait value of financial instruments

The fair value of financial instruments is deteemined by reference to mark-to-market quotations obtained from the
relevant bank (bid prlce for long positions and ask ptice for short positions), without any deduction for transaction
costs.

Interest

For all financial instruments measured at amortised cost, interest income is recorded using the effective interest
rate (EIR). EIR is the rate that exactly discounts the estimated future cash payments or receipts over the expected
life of the financial instrument ot a shorter period, whete approptiate, to the net carrying amount of the financial
asset or lability. Interest income is included in finance income in profit and loss.

Cash and cash equivalents

Cash dnd cash equivalents compiise cash at bank and in hand. In the prior year we showed dividends paid in the
cash flow, however these are not paid in cash but settled via intercompany accounts and as such the priof year cash
flow statement has been restated.

Equity

Equity compsises the following:

- "Shate capital” represents the nominal value of equity shares.
= "Retained earnings" tepresents retained profits.

- “Hedging resetve” represeating the fair value of the derivatives held by the company at the petiod end that
are accounted for under hedge accounting and that represent effective hedges.

Foreign currency translation

Transactions entered into by the company in a currency other than the curtency of the pramary economic
environment in which it operates (the "functional currency") are recorded at the rates ruling when the transactions
occut. Forteign currency monetary assets and liabilities are trfanslated at the rates ruling at the statement of financial
position date. Exchange differences arising on the tetrans]auon of unsettled monetary assets and liabilities are
xecogmsed immediately in profit ot loss.

Pension costs

The company operates a defined contribution scheme and contributions ate charged to profit or loss in the period
in which they ate incutred.
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Notes to the financial statements

Provisions

Provisions ate recognised when a present obligation (legal or constructive) exists as a tesult of a past event and
where it is probable that an outflow of resources embodying economic benefits will be required to settle the
obligation and the amount can be reliably estimated. Provisions ate discounted when the time value of money is
considered to be matetial.

Property provision

In respect of leased properties, where economic benefits from occupying the leased properties ate less than the
obligations payable under the lease, a provision is made fot the present value of the estimated futute cash outflows
for each lease. The provision unwinds on a systematic basis. The provision is reviewed on a tegular basis. See note
16.

Insurance Liability Claims

The company has a number of small items relating to disputes over insurance liability claims. Advice has been
sought from the company’s insutets as to the potential outcome in each case and management has taken the view
that it is prudent ‘to provide for this amount in the accounts. Thete ate no claims which could be considered

individually significant and the average claim is for £8.4k (2017: £8.3k). See note 16.

- Standards and Interpretations applied and not yet applied by the company

New standatds and interptetations
At the date of authotisation of these Financial Statements, the followmg standatds and interpretations relevant to
the Gtoup, which have not been applied to these financial statements, were in issue but not yet effective:

Title Key Issues Effective Date Impact on B&M European
Value Retail S.A.
1ERS 15 The new standard is a single global revenue Periods beginning ~ Management do not consider
Revenue from standard that contains a single model that after 1 January that this standard will have a
Contracts with applies to two approaches, being at poiat in 2018, deferred materdal impact on the
Customers time and over time. For complex transactions from 1 january accounts.
with multiple components, variable 2017.
consideration or extended perdods, application
of the standard can lead to revenue being
accelerated or deferred in compadson to
current IFRS.
TFRS 9 Financial IFRS 9 was intcoduced in 2014 as a complete Periods beginning ~ Management do not consider
Instruments standard including the requirements previously after 1 January that this standard will have a
issued and the additional amendments to 2018. matesial impact on the
introduce a new expected loss impairment accounts.
model and limited changes to the classification
and measurement requirements for financial
. assets.
IFRS 16 Leases TFRS 16 was issued in January 2016 and is Pedods beginning Significant impact on
effective from 1 January 2019, eliminating the after 1 January Statement of Financial Position
classification of leases as operating leases or 2019. and Income Statement

finance leases and setting out a single lease
accounting model,
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Notes to the financial statements

At the date of the authorisation of these financial statements, the following standards and interpretations which have
not been applied in these ﬁnancxal statemients were in issue but are cither not yet effective or have not been adopted
by the EU:

o  Amendments to IFRS 2 Classification and Measurement of Share-based Payment Transactions

e Amendments to IAS 7 Disclosute Initiative

e Amendments to IAS 12 Recognition of Deferred Tax Assets for Unrealised Losses

*  Amendments to IFRS 10 and IAS 28 Sale or Contribution of Assets between an Investor and its Associate

or Joint Venture
¢  Annual Improvements 2014-2016 Cycle

Other than as mentioned in the above, the company does not cutrently expect that adoption of the other standards
and amendments listed will have a significant effect on the consolidated results or financial position of the company.

IFRS 16 Leases

IFRS 16 Leases will be applicable for ‘periods starting after 1 January 2019 and will applyA to B&M’s accounts
commencing 31 March 2019. This standard will significantly affect the presentation of the financial statements as we
have over 500 active propetty leases (primatily related to our store estate) as well as a smaller commitment for other

operating leases.

The company has considered the implications of IFRS 16 on the company’s consohdated results and has developed
a model to account for changes requited to be made by the new standard.

Whilst the detailed data has not been audited, the overall model has been reviewed by our auditors including the -
assumptions and the calculations within the model.

At this stage, and subject to several factors, including the ongoing tax consultation with HMRC, the accounting
definition of the retrospective application of cash flows and auditor approval, we expect to use the modified
" retrospective approach. This will lead to a significant brought forward retained earnings adjustment representing the
recognition of a liability that exceeds the tecognised asset.

Specifically;

Out Statement of Financial Position will include a liability equal to the present value of all futute lease commitments
and a corresponding right-of-use asset. Due to discounting it is expected that the liability will be s1gmﬁcantly in
excess of the asset. Qut current gross operating lease commitment is £1,107.7m, £1,089.6m of which is in relation
to property leases (see note 18). Our net reverse lease premium balance (currently £90.4m) would be also be

derecognised.

Ouzr Statement of Comptehensive Income will have a significantly reduced rental charge, but increased amottisation
and interest charge telated to the unwinding of the lease liability. Overall the amortisation and interest increase is
expected to exceed the reduction in rent in the fitst years of application. Our current rental charge is £133.3m,
£124.7m of which relates to property leases (see note 18).

There will also be subsequent knock-on effects to the presentation of the Statement of Cash Flows.
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Notes to the financial statements

Segmental information

For management putposes, the company has two reportable operating segments, being the retail and wholesale
segments. The wholesale segment has been recognised for the first time due to the increase in (largely inter-
company) wholesale sales in the year, the prior year segment note has been updated to reflect this change. The
corporate balances have been included below to allow reconciliation to: the primary statements. No operating
segments have been aggregated to form the reportable operating segments.

The executive directors monitor the operating results of the tetail and wholesale segments for the putpose of
making decisions about resource allocation and performance assessment. The retail segment includes all of the
company’s store activity and the majority of inventory, although the property plant and equipment are considered to
be managed centrally and are thetefore excluded. The wholesale segment only includes a portion of inventory and
the year end wholesale debtot balance.

" The company’s financing (including finance costs and finance income) and income taxes are managed on a company
wide basis. -

53 week period ended 31 March 2018 Retail ~ Wholesale Corporate Total
£2000 £000 £000 £7000

Revenue 2,619,488 9,657 - 2,629,145
EBITDA ; 413,151 349 (151,116) 262,384
Depreciation and amortisation - - (26,486) (26,486)
Net finance income - - 108 108
Income tax expense - - (41,563) (41,563)
Segment profit 413,151 349 (219,057) 194,443
Total assets 513,485 4,292 . 489,218 1,006,995
Total liabilities ' (103,016) - (297,427) (400,443)
Capital expenditure (including intangible assets) - - (46,302) (46,302)
52 week period ended 25 March 2017 Retail Wholesale Cotporate Total
. £000 £7000 £°000 £000

Revenue . 2,249,300 2,965 - 2,252,265
EBITDA ’ 355,575 241 (135,640) 220,176
Depteciation and amortisation - - (22,277) (22,277)
Net finance income , - - 107 107
Income tax expense - - (37,338) (37,338)
Segment profit 355,575 241 (195,148) 160,668
Total assets 431,853 1,316 418,461 851,630
Total liabilities (106,954) - (242,001) (348,955)
" Capital expenditure (mcludmg mtangble assets) - - (44,493) (44,493)
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Operating profit

The following items have been included in arriving at operating profit:

Auditor's remuneration of the company and other Group entity accounts
botne by the company
Payments to auditors in respect of non-audit services

Other assurance services
Inventories:

Cost of inventories recognised as ap expease
Loss/(profit) on sale of propetty, plant and equipment
Depreciation of propezty, plant and equipment:

Owned assets
Amortisation (included within administrative expenses)
Operating lease tentals
New store pre-opening costs
Loss on foreign exchange

Finance costs and finance income

Period ended Pedod ended
31 March 2018 25 March 2017
£'000 £000

166 155

56 40

1,756,774 1,491,644

25 (479)

25,355 21,845

1,131 432

133,527 119,316

3,605 4571

1,637 109

Finance costs include all interest related income and expenses. The following amounts have been included in the

statement of comprehensive income for the teporting periods presented:

Interest on debt and borrowings
Total finance costs

Interest income on loans and bank accounts
Total finance income
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Period ended Petiod ended
31 March 2018 25 March 2017
£'000 £'000

61 5

61 5

Petiod ended Period ended
31 March 2018 25 March 2017
£'000 £'000

169 112

169 112
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Employee remuneration

The expense recognised for employee benefits is analysed below:

Petiod ended Petiod ended
31 Match 2018 25 March 2017
£'000 £000
Wages and salaries 281,716 248,952
Social security costs . 13,552 11,617
Pensions - defined contributions plans 1,169 1,017
296,437 261,586
There are £163k of outstanding defined contribution pension liabilities held by the company at the year end (2017:
£73k).
The average monthly number of petsons employed by the company during the petiod was:
Period ended Period ended
31 March 2018 25 March 2017
Sales staff 26,066 24,144
Administration ’ 430 392
26,496 24,536
Key management remuneration
Key management personnel and Directors' remuneration includes the following:
Petiod ended .  Petiod ended
31 March 2018 25 March 2017
£'000 £7000
Directots' remuneration
Short term employee benefits 4,649 3,254
Benefits accrued under the shate option scheme 280 124
. 4,929 3,378
Key management expense (includes directots)
Shozt tetm employee benefits 5,283 3,700
Benefits accrued under the share option scheme 280 124
5,563 3,824
Amounts in respect of the highest paid ditector emoluments:
Shott term employee benefits 2,050 1,393
' 2,050 1,393

The employees included within the definition of key management are ditectoss of othet Group companies. '

30




B&M Retail Limited

Notes to the financial statements

Share options

As of 31 March 2018, the B&M cotporate group operates two shate option schemes, split down to various tranches.
Details of these schetnes follow. The options have been awarded to B&M Retail employees and ditectors and the
shares that are awatded are those of the ultimate parent, B&M Euxopean Value Retail S.A. who ate listed on the
London Stock Exchange.

1) The Company Shate Option Plan (CSOP) scheme

The CSOP scheme was adopted by the Group as a Schedule 4 CSOP Scheme on 29 Match 2014. No grant under
this scheme can be made mote than 10 years aftet this date.

Eligibility
Employees and executive ditectors are eligible for the CSOP and the awards are made at the discretion of the
corporate group’s remuneration committee.

Limits & Pricing

A fixed number of options offeted to each participant, with the pricing set as the close price on the graat date The -
options offered to each individual cannot exceed a total value of £30,000 measured as the option price multiplied by
the number of options awarded, with the whole scheme limited to 10% of the share capital ia issue.

Vesting & Exercise
The awatds vest on the third anniversary of grant, subject to the following condition:

" In order for an option to be eligible for vesting, the undetlying UK EBITDA in the last financial year that ended
pdiot to the third anniversaty of the grant should not be less than 130% of the underlying UK EBITDA in the last
financial year that ended before the gtant was made.

Once vested the award can be exercised up until the tenth annivetsary of the grant.

Tranches
To the end of March 2018 there have bcen four tranches of the CSOP, details ate as follows:

Ttanche 1 Tranche 2 Tranche 3 Tranche 4
Date of grant 1 Aug 2014 11 Aug 2014 17 Dec 2015 19 Aug 2016
Option price ‘ 271.5p 267.0p 286.0p 276.8p
Options granted 596,646 104,860 - : 10,489 21,676
Fair value of each option at date of grant 83p 81p 79 50p
Options outstanding at 26 March 2016 504,571 67,410 10,489 -
Granted ' - - - 21,676
Forfeited (44,196) (7,490 - -
Exetcised - - - -
Options outstanding at 25 March 2017 460375 *° 59,920 10,489 21,676
Granted - - . - -
Forfeited (22,098) - - -
Exercised (427,228) (59,920) - -
Options outstanding at 31 Maxch 2018 11,049 - 10,489 21,676

No options have lapsed in either period.
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2) Long-Tetm Incentive Plan (LTIP) Awards

The LTIP was adopted by the cotporate group’s board on 29 May 2014. No gmnt under this scheme can be made
more than 10 years after this date.

Eligibility
Employees and executive ditectots ate eligible for the LTIP and the awards are made at the discretion of the

cotporate group’s remuneration committee.

Limits & Pricing '
A fixed number of options offeted to each participant, with the pricing set at £nil. The options offered to each

individual cannot exceed a total value of 100% (200% under exceptional citcumstances) of the patticipants base
salary where the value is measured as the market value of the shares on grant multiplied by the number of options
awarded, with the whole scheme limited to 10% of the share capital in issue.

Vesting & Exercise
The shate options vest on the third anniversaty of the grant date, subject to a set of condmons as fo]lows

LTIP 2014: ' -
¢  The Total Shareholders Retutn (TSR) must exceed 15%, whete the TSR is a2 measure of the change in
shate price and dividends paid in the vesting petiod.
*  The underlying UK EBITDA in the Financial Year ended March 2017 is at least 130% greater than the
_ underlying UK EBITDA in the Financial Year ended March 2014.

LTIP 2015, 2016, 2017A:
®  50% of the awatds are subject to a TSR petformance condition, where the corporate group’s TSR over the
vesting petiod is compated with a comparator group. The awards vest on a sliding scale where the full 50%
is awarded if the corporate group falls in the upper quartile, 12.5% vests if the corpozrate group falls exactly
at the median, and 0% below that.
¢ 50% of the awatds are subject to an EPS petformance target. The awatds vest on a sliding scale based
upon the Earnings per share as follows:

Award EPS as at 50% paid at  12.5% paid at
LTIP 2015 March‘18 19.0p 15.0p "
LTIP 2016 March-19 22.5p 17.5p
LTIP 2017A Match-20 24.0p 19.0p

Below the 12.5% boundary, no options vest.
LTIP 2017/B1, 2017/B2, 2018/B1:
¢  The corporate group’s EBITDA must be positive in each year of the LTIP.

®  The awatds also have an employee performance condition attached.

Vested awards can be exetcised up to the tenth anniversary of grant.
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Tranches
To the end of Match 2018 there have been seven awards of the LTIP, with the details as follows.

Note that the LTIP 2015, LTTP 2016 and LTIP 2017A have been split into the element subject to the TSR (50%)
and the element subject to the EPS (50%) since these were valued separately.

2014 2015-TSR 2015-EPS 2016-TSR 2016-EPS

Date of grant 1 Aug 2014 5Aug2015 5Aug2015 18 Aug2016 18 Aug2016
Nil price options granted 200,000 40,616 40,616 122,385.5 122,385.5
Fair value of each option at date of grant 134p 210p 341p 164p . 254p
Options outstanding at 26 March 2016 112,963 40,616 40,616 - -
Granted - - - 122,385.5 122,385.5
Fotfeited : (38,889) ‘ - - - -
Exercised - - - - -
. Options outstanding at 25 \'Iarch 2017 74,074 40,616 40,616 122,385.5 122,385.5
Granted - - - - -
Fozfeited . - - . - - -
Exercised , ' (74,074) - -
Options outstanding at 31 March 2018 - 40,616 40,616 122,385.5 122,385.5
Cote Valuation Assumptions ’
Risk Free Rate 1.39% 0.92% 0.92% 0.09% 0.09%
Expected Life (Years) 3 5 5 5 5
Volatility 25% 24% 24% 26% 26%
Dividend Yield 0% 0.95% 0.95% 1.73% 1.73%

2017A-TSR 2017A-EPS 2017/B1 2017/B2 2018/B1 |

Date of grant 7 Aug 2017 7Aug2017 7 Aug2017 14 Aug2017  23Jan2018
Nil price options granted 40,610 40,610 287,963 101,654 19,264
Fair value of each option at date of grant 272p . 351p 361p 360p 400p
Options outstanding at 25 March 2017 - - - - -
Granted 40,610 40,610 287,963 101,654 19,264
Forfeited - - (16,072) - -
Exercised - - - - -
Options outstanding at 31 March 2018 40,610 40,610 271,891 101,654 19,264
Core Valuation Assumptions :

Risk Free Rate 0.52% 0.52% 0.25% 0.25% 0.25%
Expected Life (Years) . 5 5 ’ 3 3 3
Volatility 32% 32% 32% 32% 32%
Dividend Yield 1.4% 1.4% 14% . 1.4% 1.4%

No options have lapsed in either period.

A total of 561,222 options have been exercised in the yeat, a further 11,049 options have vested and are eligible to
be exercised. (2017: both nil). The options have been satisfied by the issue of new share capital of B&M European
Value Retail S.A.

In the year, £615k has been charged to the company’s profit & loss in respect to the share option schemes (2017:

£254Kk). At the end of the year the outstanding share options related to B&M employees and ditectors were valued
at £788k (2017: £675k).
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Taxation

The relationship between the expected tax expense based on the standard rate of corporation tax in the UK of 19%
(2017: 20%) and the tax expense actually recognised in the statement of comprehensive income can be reconciled as

follows:

"Current tax expense
Deferred tax credit
Total tax expense recorded in profit or loss

Total tax:
Profit for the period before tax
Expected tax expense at standard rate of corporatioﬁ tax

Effect of :

Expenses not deductible for tax purposes
Income not taxable

Adjustment in respect of prior periods
Temporaty differences

Effect of change of rate

Group telief received for nil consideration

Actual total tax chatge

Period ended Period ended
31 March 2018 25 March 2017
£'000 - £000

42,703 37,758

(1,140) (420)

41,563 37,338
236,006 198,006
44,841 39,601

1,292 1,651

(115) (253)

@77) 466

(147) 79

68 (79)

(3,899) (4,127)

41,563 37,338

The tax chatge for the period has been reduced by £3,899k (2017: £4,127k) because of losses surtendered by one
Group company to anothet. No payment for this surrender is to be made. See note 21 for mote details.

Defetred taxation
Statement of Financial Position

Accelerated tax depreciation
Fair valuing of assets and liabilities (asset)
Fait valuing of assets and labilities (liability)
Relating to share options
Movement in provision
Held over gains on fixed assets
Other temporary differences (asset)
. Other temporary differences (liability)
Net deferred tax liability

Deferred tax asset
Deferred tax liability
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31 Match 25 March
2018 2017
£000 £000
(721) (818)
3,178 214
- (82)
206 98

- 15
(202) (207)
346 32
2,807 (748)
3,730 359
(923) (1,107)
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53 weeks to 52 weeks to

31March 25 March

Statement of Comprehensive Income 2018 2017
£°000 ’ £'000

Accelerated tax depreciation 97 (265)
Fair valuing of assets and liabilities 3,046 1,012
Relating to share options 108 98
Movement in provision (15) 2
Held over gains on fixed assets . 5 (81)
Othet temporary differences 314 30
Net deferred tax credit 3,555 796
Total deferred tax in profit or loss o 1,140 420
Total deferred tax in other comprehensive income 2,415 376

The company offsets tax assets and liabilities if and only if it has a legally enforceable right to set off current tax
assets and current tax liabilities and the deferred tax assets and defetred tax liabilities relate to income taxes levied

by the same tax authority.

9  Intangible assets
Softwate Brands Total
£'000 £'000 £'000

Cost
At 26 Mazch 2016 3,543 - 3,543
Additions 1,495 1,200 2,695
At 25 Maxch 2017 . - 5,038 1,200 6,238
Additions 1,128 1,750 2,878
Disposals o (948) - (948)
At 31 March 2018 ‘ '+ 5,218 2,950 8,168
Accumulated amortisation/impairment
At 26 March 2016 1,543 . - - 1,543
Charge for the period 432 - 432
At 25 March 2017 1,975 - 1,975
Charge for the period 1,118 13 1,131
Disposals (948 - (948)
At 31 March 2018 2,145 13 - 2,158
Net book value at 31 March 2018 3,073 2,937 6,010
Net book value at 25 March 2017 3,063 1,200 4,263

. 'The company owns brand assets which management consider to have indefinite life. As such these
assets have been tested for impairment at the petiod end, with no impairment being required. The asset
and impairment test is consideted immaterial for.further disclosure.
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Property, plant and equipment

Plant, fixtures
Land and Motor and
buildings vehicles equipment Total
£'000 £'000 £'000 ' £'000
Cost
At 26 March 2016 23,098 4,681 160,524 188,303
Additions ' 6,820 646 34,332 41,798
Disposals (839) (785) - (1,624)
At 25 March 2017 | 29,079 4,542 194,856 228,477
' Additions 2,891 2,724 37,809 43,424
Disposals (1,254) T (2434 (11,873) (15,561)
At 31 March 2018 30,716 4,832 220,792 256,340
Accumulated depreciation
At 26 March 2016 12,662 3,033 . 56,561 72,256
Charge for the period 2,599 623 18,623 21,845
Disposals ' (19) (520) - (539
At 25 March 2017 - 15242 3,136 75,184 93,562
Charge for the petiod 2,640 780 21,935 25,355
Disposals (1,254) (2,265) {11,873) (15,392)
At 31 Maxch 2018 16,628 1,651 85,246 103,525
Net book value at 31 March 2018 14,088 3,181 135,546 152,815
Net book value at 25 March 2017 13,837 1,406 119,672 134,915

There were no assets held under finance leases at either period end date, with total depteciation on such assets also
Lnil.

Under the terms of the loan and notes facilities in place at the year end dates, all property plant and equipment were
held under fixed ot floating charges.

For both balance sheet dates, included within land and buildings is land with a cost of £100k which is not
depreciated and has not been impaired.

31 March 25 Match

2018 2017

The net book value of land and buildings comprises: £000 £000
Freehold land and buildings 5,171 5,035
Short leasehold improvements 8917 - - 8802
14,088 13,837
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11 Inventories
31 Match 25 March
2018 2017
£°000 £000
Goods for resale - : 494,007 411,196

In the petiod to 31 March 2018 £1,756.8m (2017: £1,491.6m) was recognised as an expense for inventories carried
at net realisable value. Included in this amount was a £1.3m charge (2017: £1.6m) related to net inventory write

down.
12 Trade and other receivables
31 March 25 March
2018 2017
£'000 £000
Non-curtent :
Lease Premiums ) . 2,150 . 2,412
2,150 2,412
Current . . '
Trade receivables 2,615 2,646
Payments on account ' 1,134 3,615
Provision for impairment ) 4
Net trade receivables to non-related parties 3,742 6,257
Prepayments 22,020 23,012
Related patty trade receivables 2,392 706
Non-intesest beating intergroup funding T : 186,132 111,721
Intetest beating intergroup funding ' 54,732 -
Lease Premiums . 324 567
Other receivables * 25 24
269,367 142,287

Trade and other teceivables ate stated initially at their fair value and then at amortised cost as teduced by
apptoptiate allowances for estimated irrecoverable amounts. The carrying amouat is determined by the directots to
be a reasonable approximation of fair value. -

The following table sets out an analysis of provisions for impairment of trade and other teccivables. The main
consideration when making a provision is management’s perception of the recoverability of the receivable.

31 Match 25 March

2018 2017

£°000 £000

Balance brought forward @ 24)
Impairment during the year © 3)
Utilised/ released duting the period 3 23
Balance at the period end 0) @

Trade receivables are non-interest bearing and ate generally on terms of 30 days or less.

At both pedod ends there were no external significant balances within receivables and as such there is no specific
_ concentration of credit risk.
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The following table sets out a maturity analysis of trade receivables, including those which are past due but not

impaired:
31 Match 25 March
2018 2017-
£°000 - £000
Neither past due nor impaired - 11,949 2,525
Past due less than one month 365 -
Past due between one and three months . : 208 93
Past due for longer than three months 93 ' 28
Total trade and other receivables : 2,615 2,646
13 Cash and cash equivalents
31 March 25 Match
2018 2017
£'000 £7000
Cash at bank and in hand 78,916 155,849
14 Trade and other payables
31 Match 25 March
2018 2017
£°000 £000
Non-current .
Reverse lease premium 78,635 75,909
. : 78,635 75,909
Curtent
Trade payables 221,086 187,954
Other tax and social security payments 6,300 : 1,823
Accruals and deferred income 18,982 32,339
Related patty trade payables 14,095 , 6,472
Non-interest bearing intergroup funding . 456 620
Reverse lease premium 14,234 10,758
Other payables 2,478 4,509
7 271,631 244 475

Trade payables are generally on 30 day terms and are not interest bearing. The directors consider that the carrying
value of trade payables approximates to their fair value. Fot further details on the related party trade payables, see
note 21. ‘
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15 Other financial assets and liabilities

Other financial assets ,
31 Match 25 March
2018 - 2017
. £'000 £7000
Financial assets at fait value through profit and loss:
Fuel swap contracts .- 232
Financial assets at fait value through other comptehensive income:

- Foteign exchange forwatd contracts - 117
Total cuttent other financial assets ' - 349
Other financial liabilities

‘ 31 March 25 March
2018 2017
£'000 £000
Financial liabilities at fair value through profit and loss:

Foreign exchange forward contracts 923 287

Financial liabilities at fair value through other comprehensive income:
Foreign exchange forward contracts 15,743 1,783
Total current oﬁler financial liabilities ’ 16,666 2,070

Financial assets and liabilities at fair value through proﬁt. ot loss reflect the positive or negative fair value of those
foreign exchange forward contracts and fuel swaps that are not designated as hedge relationships but are.
nevertheless intended to teduce the level of risk for expected sales and purchases.

Fair value hietarchy

The company uses the following hierarchy for detetmining and disclosing the fair value of financial instruments by
valuation technique: : ) .
¢ Level 1: quoted (unadjusted) prices in active markets for identical assets or liabilities
e Level 2: Other techniques for which all inputs which have a significant effect on the recorded fait value are
observable, either ditectly or indirectly
» Level 3: Techniques which use inputs that have a significant effect on the recorded fair value that ate not
based on observable market data '
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As at the reporting date, the company held the following financial instruments cartied at fair value on the balance

- sheet:

31 Matrch

2018 Levell Level 2 Level 3

£°000 £°000 £000 £°000

Foreign exchange contracts (16,666) - (16,666) -
25 March

2017 Level 1 Level 2 Level 3

£'000 £7000 £000 £000

Foteign exchange contracts ‘ (1,953) - (1,953) -

Fuel swap contract . . 232 - 232 -

These instruments have been valued by the issuing bank, using a mark to market method. The bank has used
various inputs to compute the valuations and these include inter alia the relevant maturity date and stdke rates, the
current exchange rate, fuel prices and LIBOR levels.

The company’s financial instruments ate either carried at fair value ot have a cartying value which is considered a
reasonable approximation of fair value.

Provisions
Propetrty

provision Other Total
£°000 £°000 T £000
At 26 March 2016 2,436 4,214 6,650
Provided in the period 1,367 2,770 4,137
Utilised in the petiod (374 (1,857) (2,231)
Released in the period (1,856) (1,092) (2,948
At 25 March 2017 1,573 4,035 5,608
Ptovided in the period 1,075 2,264 3,339
Utilised in the petiod (810) (1,807) (2,617)
Released in the petiod (273) (31) (304)
At 31 March 2018 1,565 4,461 6,026
Cutrrent liabilities 2018 1,186 4,461 5,647
Non-cutrent liabilities 2018 . 379 - 379
Current liabilities 2017 834 4,035 4,869
Non-current liabilities 2017 739 - 739

The ptoperty provision relates to the expected future costs on specific leasehold properties. This is inclusive of
onerous leases and dilapidations on these properties. The timing in relation to utilisation is dependent upon the
individual lease terms with an insignificant level of uncertainty over this.

The othet provisions principally relate to disputes concetning insurance liability claims. A prudent amount has
been set aside for each claim as per legal advice zeceived by the company. These claims are individually non-
significant and average £8.4k per claim (£8.3k in 2017). The timing of paymeats is depeadent upon the conclusion
of each individual case and is therefore uncertain, although immaterial to the cash flow of the company.

40




17

18

B&M Retail Limited

Notes to the financial statements

Share capital

31 Masch 25 March
2018 2017
. £'000 £000

Autborised, allotted, called up and fully paid
905,000 "A" ordinary shates of £1 each 905 - 905
95,000 "B" ordinary shates of £1 each 95 95
1,810,000 "C" ordinary shates of 50p each 905 905
1,905 1,905

The shares of each class are equity shates and rank pati passu in respect of the other shares.

Commitments

Operating leases v
The vast majority of the company’s operating lease commitments relate to the propetty comprising out store

network. At the petiod end over 95% of these leases were due to expite in the next 15 years (2017: over 95%). The
leases ate separately negotiated and no subgtoup is considered to be individually significant nor to contain
individually significant terms. The company was not subject to materal contingent rent agreements at the period end
date. The following table sets out the total future minimum lease payments, taking account of lease incentives, under

non-cancellable operating leases.

"31 Match 25 March

2018 2017

£'000 £000

Not later than one yeat 131,101 122,167
Later than one yeat and not later than five yeats 482,740 451,435
Later than 5 yeats 493,850 481,254
1,107,691 1,054,856

The lease and sublease payments recognised as an expense in the periods were as follows:

Period ended. Period ended .

31 March 25 March

2018 2017

£'000 £000

Lease payments 133,813 119,578

Sublease receipts (286) (262)
133,527 . 119,316 .

Finance leases '
At both period-ends the company held no outstanding finance leases.

Capital commitments
There wete £3.4m of contractual capital commitments not provided within the company financial statements as at

31 Match 2018 (2017: £3.5m). The company is also underwsiting the build of the Group’s new southern distribution
centre, with an expected commitment of £40.7m. '
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Group information and ultimate parent undertaking

The ultimate parent company and controlling patty is B&M European Value Retail S.A. a company. incotporated in
Luxembourg. B&M European Value Retail S.A. listed on the London Stock Exchange in June 2014, and produces
consolidated accounts on behalf of the Group which includes the fully consolidated results of this company.

Financial risk management

The company uses various financial instruments, these include finance company loans, related party loans, cash,
equity investment, derivatives and vatious items, such as ttade feceivables and trade payables that atise directly
from its operations. The main purpose of these financial insttuments is to raise finance for the company's

operations.

The main risks atising from the company's financial instruments are masket risk, currency risk, credit tisk and
liquidity risk. ‘The directors review and agree policies for managing each of these tisks and they are summatised
below.

The existence of these financial instruments exposes the company to a number of financial risks, which are
desctbed in mote detail below. In order to manage the exposure to those zisks, in partlcu]ar the exposure to
currency risk, the company enters into forward foreign currency contracts. No transactions in detivatives are
undertaken of a speculative nature.

Masket risk .
Market sisk encompasses two types of risk, being cutrency risk and commodity price risk. Commodity price risk is
not considered materal to the business as the company is able to pass on pricing changes to its customers.

Despite the impact of price fisk not being considered material, the company has previously engaged in swap
contracts over the cost of fuel in order to minimise the impact of any volatility.

The sensitivity to these contracts for a reasonable change in the petiod end fuel price is as follows:

31 Macch 25 March
Change in fuel 2018 2017

N : price £000 £000 -
Effect on profit before tax . +5% - 159
5% - (151)

This has been calculated by taking the spot price of fuel at the petiod end, applying the change indicated in the
table, and projecting this over the life of the contract assuming all other variables remain equal.

Cutrency risk
The company is exposed to translation and transaction foreign exchange risk arising from exchange rate
fluctuation on its purchases from overseas suppliets.

In relation to translation risk, this is not consideted material to the business as amounts owed in foreign cutrency
ate short tetm of up to 30 days and ate of a relatively modest nature. Transaction exposutes, including those
associated with forecast transactions, are hedged when known, ptincipally using forward currency contracts.

All of the company’s sales are to customets in the UK and thete is no currency exposure in this respect, a
significant propottion of the company's putchases ate priced in US Dollars and the company uses forward
cutrency contracts to minimise the risk associated with that exposute.

42




Notes to the financial statements

Forteigh cuttency sensitivity
The following table demonstrates the sensitivity to a reasonably possible change in US Dollar period end exchange

rates with all other variables held constant.

The impact on the company’s profit befote tax and other comprehensive income (net of tax) is largely due to
changes in the fair value of the FX forward contracts.

31 March 25 Match

Change in 2018 2017

USD rate £2000 £000

Effect on profit before tax . +2.5% (553) o (117)
-2.5% 581 2,225

Effect on other comprehensive income ) +2.5% (10,150) (9,403)
2.5% 10,671 7,919

The company also has balances denominated in Furos, however the sensitivity to these balances is highly
immaterial in the period under consideration.

Credit risk

Credit risk is the risk that a counterparty will not meet its obligations under a financial instrument or customer
contract, leading to a finandial loss. The company's principal financial assets are cash and trade receivables. The
credit risk associated with cash is limited as the counterparty is a UK clearing bank with a high credit rating, A- Long
term and A-1 short term (standatd & poot) (A-, A-2 in the prior yeat). The ptincipal credit risk arises therefore from

the company's trade recetvables.

Credit risk i3 further limited by the fact that the vast majority of sales transactions are made through the store
tegisters, ditect from the customer at the point of purchase, leading to a low trade receivables balance.

In order to manage credit risk, the ditectors set limits for customers based on a combination of payment histoty and
third party credit references. Credit limits are reviewed by the credit controller on a regular basis in conjunction with
debt ageing and collection history. Provisions against bad debts are made where appropriate.

Liquidity risk
Any impact on available cash and therefote the liquidity of the company could have a matetial efféct on the

business as a result.

Liguidity sisk is managed by producing short and long term cash forecasts, and on a Group level by managing of
the debt facilities available. . '
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The following table shows the liquidity tisk maturity of the debt:

Within 1

year

£°000
31 Match 2018 ’
Forward foreign exchange contracts 16,666
Inirag:oup funding _ 456
Trade payables 235,320
25 March 2017
Forward foreign exchange contracts . 2,070
Intragroup funding 620
Ttade payables 194,426
Fair Value

Between 1 -

and 2 years
£000

Between 2
and § yeats

£000

Mote than 5
years

£7000

Total
£2000

16,666
456
235,320

2,070
620
194,426

The fair value of the financial assets and liabilities of the company ate not materially different from their catrying
value. Refet to the table below. These all represent financial assets and liabilities measured at amortised cost except
whete stated as measuted at fair value through the profit and loss.

Financial assets

Fair value through profit and loss

Fuel swap contracts

Fait value through other comprehensive income
Forward foteign exchange contracts

Loans and receivables

Cash and cash equivalents

Trade receivables

Intragroup funding

Othet receivables

Financial liabilities

Fait value through profit and loss
Forward foreign exchange contracts
Fair value through othet comprehensive income
Forward foteign exchange contracts
Other financial liabilities

Trade payables

Intragroup funding

Other payables

31 Match 25 March
2018 2017
£°000 £000
- 232
- 117
78,916 155,849
6,134 6,933
240,864 111,721
25 24
25 March 26 Match
2017 2016
£°000 £000
923 287
15,743 1,783
235,320 194,426
456 620
2,478 4,509
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21 Related party transactions

‘The company has transacted with the following related parties over the perod:

¢  Muld-lines International Company Limited, a supplier, and Home Focus Group, a customer, are
associates of the Group. :

*  Ropley Properties Ltd, Triple Jersey Ltd, TJL UK Ltd and Rani Investments, all landlords of properties
occupied by the Group, are directly ot indirectly owned by director Simon Arora, his family, or his family
trusts. '

e Heron Foods Ltd, and ]J.A. Woll-Handels GmbH, who are members of the B&M cotporate group, in
terms of the sale and purchase of retail goods.

e B&M Eutopean Value Retail Holdco 4 Ltd, EV Retail Ltd, Opus Homewares and Bedford DC
Investment Ltd, who ate members of the B&M corporate group, in terms of financing running costs,
external dividends, acquisitions and significant capital projects.

The following table sets out the total amount of trading transactions with telated parties included in the
combined income statement:

Period ended Period ended

31 March 25 Match
2018 2017
£'000 " £000
Sales to related parties:

Heron Foods Ltd 5,103 -
Home Focus Group Limited 2,408 2,503
J.A. Woll-Handels GmbH ) 1,136 -
8,647 2,503

Purchases from related parties: .
Heton Foeds Ltd 2,137 -
Multi-lines International Company Ltd 141,963 118,777
Rani Investments 194 : 192
Ropley Properties Ltd 2,976 2,811
TJL UK Ltd ) ’ 675 42
Triple Jersey Ltd 12,666 10,250
160,611 132,072

The following table sets out the total amount of trading balances with telated parties outstanding at the period end.

31 March 25 March

2018 2017

£'000 £000

‘Trade teceivables from related parties:

Heron Foods Ltd 1,510 -

Home Focus Group Ltd ’ 316 706
J.A. Woll-Handels GmbH 566 -

2,392 706
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Trade payables with related parties:
Heron Foods Ltd

Multi-Lines International Company Ltd
Rani Investments

Ropley Properties Ltd

TJL UK Ltd

Triple Jetsey Ltd

31 Match 25 March
2018 2017
£'000 £000
1,750 -
9,680 3,385

40 -

643 850

3 85

1,979 2,152
14,095 6,472

Outstanding trade balances at the balance sheet date are unsecured and interest free and settlement occurs in cash.
There have been no guarantees provided or received for any related party trade receivables or payables.

The business has not recorded any impairmeant of trade receivables relating to amounts owed by related patties at
either petiod end. This assessment is undettaken each year through examining the financial position of the related

patty and the market in which the related party operates.

The following table gives the intergroup funding position at the petiod end for members of the Group. Only
balances that cross inteznational tax jurisdictions ate considered to be interest bearing, and whete this is the case
the rate is set on an arm’s length basis based upon the marginal external rate available to the business.

Nonp-interest bearing intercompany loan receivables
B&M European Value Retail Holdco 4 Ltd
EV Retail Ltd .

Intetest bearing intercompany loan receivables
Bedford DC Investment Ltd

Non-intetest beating intetcompany loan payables
Opus Homewares

31 Match 25 March
2018 2017

" £'000 £2000
7,296 45,996
178,836 65,725
186,132 111,721
54,732 -
54,732 -
(456) -(620)
(456) (620)

The intetest expense chatged on the Bedford DC Investment Ltd loan was £nil for the year (2017: £nil).
This is because the majotity of the balance atose in the final month of the year and the interest rate has

yet to be formally set. A catch up charge is expected to be made in the following financial year.

The future operating lease commitments on the related party property is as follows;

As at

Not later than one year N
Later than one year and not later than five years
Later than five years

31 March 25 March
2018 2017
£°000 £'000
16,308 14,544
65,565 57,704
85,934 76,341
167,807 148,589
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Tax has been group relieved within the company for nil consideration. The teceipt and provision of group relief

between the UK Group companies as per the accounting provision is as follows;

Period ended Period ended
31 Match 25 March
2018 2017
: £'000 £7000
Receipt / (Ptovision) of Group Relief .
All other UK entities - @
EV Retail Limited 135 -
B&M European Value Retail 4 Limited (3,899) (4,126)
B&M Retatl Limited 3,764 4,127
Reconciliation of profit before tax to cash generated from operations
Period to Period to
31 Match 25 March
2018 2017
£°000 £000
Profit before tax 236,006 198,006
Adjustments for: .
Net interest expense (108) (107)
Depreciation 25,355 21,845
Amottisation of intangible assets ’ 1,131 432
(Profit)/loss on disposal of property, plant and equipment 25 479)
Change in inventories (82,811) (94,709)
Change in trade and other teccivables 2,325 (4,672)
Change in trade and other payables 36,046 79,691
Change in provisions 418 (1,042)
Loss on shate options 615 675
Loss/(profit) on fair value of financial detivatives (714) 3,428
203,068

Cash generated from operations 218,288

Capital management

Fot the purpose of the company’s capital management, capital includes issued capital and all othet equity reserves
attdbutable to the equity holders of the company. The primary objective of the company’s capital management is to

maximise the shareholdet value.

In otder to achieve this overall objective, the company’s capital management, amongst other things, aims to ensure

that it is able to provide the intetnal funding such that the Group members which hold the Group’s external
intetest-bearing loan balances are able to meet the relevant financial covenants attached to these. Breaches in
meeting the financial covenants would permit the bank to immediately call loans and borrowings. There have been
no breaches in the financial covenants of any interest-bearing loans and botrowing in the current ot prior period.

In terms of monitoring the company’s ability to meet the overall funding requirement the ditectors moaitor the

overall Group’s net debt statistic as defined as follows:

Interest bearing loans and borrowings less cash and short-term deposits.
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The overall Group position at each petiod end was as follows;

31 March 25 March

2018 2017

Asat £7000 £000

Interest beating loans and borrowings 619,968 . 557,463

Less: Cash and short term deposits - overdrafts (84,704) (155,551)
Net debt 535,264 401,912 .

24 Subsequent events

There have been no matedal events between the balance sheet date and the date of issue of these accounts.

25 Dividends

In March 2018, the company declared dividends totalling £55.0m, in November 2017 the company declared
dividends totalling £23.0m.

In the prior yeat; In March 2017 the company declated dividends totalling £39.0m, in November 2016 the: company
declared dividends totalling £19.75m, in June 2016 the company declated dividends totalling £41.0m.

All dividends wete made to EV Retail Ltd who fully owns the company. -

26 Contingent liabilities and guarantees

As at 31 March 2018 and 25 March 2017, B&M European Value Retail S.A., B&M European Value Retail 1 S.A ¢,
Ba:M Buropean Value Retail 2 S.4 1.1, B&M Eutopean Value Retail Holdco 1 Ltd, B&M European Value Retail
Holdco 2 Ltd, B&M European Value Retail Holdco 3 Ltd, B&M European Value Retail Holdco 4 Ltd, EV Retail
Ltd and B&M Retail Ltd are all guarantors to both the loan and notes agreements which ate formally held within
B&NM European Value Retail SA. The amounts outstanding as at the petiod end were £345.0m for the loans (2017;
£300m), with the balance held in B&M European Value Retail Holdco 4 Ltd, and £250.0m for the notes, with the
balance held in B&M Buropean Value Retail S.A.

The companies named above ate all fully within the Group containing B&M Retail Limited.




