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Strategic report
Principal activities and business model

The principal activity of Mountain Warehouse Limited (“the Group”) is the retail of clothing and equipment for
outdoor pursuits. The group operates through two channels, namely retail outlets and the internet.

Business review, results and key performance indicators

During the 52 week period ending 24 February 2019, consolidated turnover has grown from £225.9m to £255.0m.
The consolidated profit before tax is £24.0m (2018: £20.8m). There were 341 stores at the end of the period
(2018:292).

On 3 July 2018 the ultimate parent company of the Group, Mountain Warehouse International Limited, received
investment from Inflexion Partnership Capital fund in exchange for a minority stake. On 4 September 2018 the group
refinanced. The existing facilities were repaid in full and replaced by £80.0m term loans and a £20.0m revolving credit
facility, in order to achieve lower interest rates.

Principal risks and uncertainties

The Directors are responsible for identifying significant risks to the business and for ensuring that appropriate
internal controls and risk management is in place to allow the Group to achieve its strategic objectives. All risk
management policies are subject to Board approval.

The principal risks to the business are a downturn in consumer spending and inflation on cost of goods sold. Risks of
exchange rate fluctuations are managed through hedging strategies and further details can be found in note 17.

Long-term external borrowings incur variable interest rate charges linked to LIBOR.

On 29 March 2017, the UK government formally announced that the UK will leave the European Union and the UK
government has since begun the process of negotiating the terms of the UK's future relationship with the EU. The
Board remains mindful of the continuing risk to the business from the range of uncertain Brexit developments and
outcomes, including volatility in the strength of Sterling versus the US dollar, the threat of supply chain disruption
due to delays at UK ports and economic uncertainty leading to reduced consumer spending. The short-to-medium
term risk of FX volatility is addressed by our existing currency hedging policy. Supply chain risk has been alleviated
by opening a distribution centre in Poland in March 2019 and HMRC Authorised Economic Operator accreditation is
being progressed to minimise delays at UK ports. Management will closely monitor consumer confidence, as they do
at any time in the economic cycle, and adapt trading plans accordingly.

Future developments

The Board is confident in the future growth of the group and continues to roll out new stores during 2019 in the UK
and internationally. The Board has prepared a working capital forecast based upon assumptions as to the Group’s
future trading. Based upon these projections, its available facilities, cash balances and exposures, and management of
financial risks, the Board has concluded that there is a reasonable expectation that the Group has adequate resources
to remain in operational existence for the foreseeable future. On this basis, the Directors continue to adopt the going
concern basis for the preparation of the financial statements.

By order of the board,
/\/\//\/ \
Marcus Ward 21 June 2019
Director
5 Eccleston Street
London
SWIW9LX
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Directors’ report

The directors present their annual report and the audited financial statements for the 52 week period ended 24 February
2019. As permitted by legislation, some of the matters normally included in the Directors’ Report have instead been
included in the Strategic Report, and the notes to the financial statements.

Proposed dividend

The directors do not recommend the payment of a dividend (2018: £nil).

Directors and directors’ interests

The directors who held office during the period and remain in office to date were as follows:
Mark Neale
Marcus Ward

Shantelle Augier
James Pinder

Company Secretary
Richard Allen
Employees

It is the board’s policy to pursue open communication with employees and, to this end, meetings are held with
management to convey information about the business. Employees are encouraged to contribute to the decision
making process through their participation in these meetings. The company gives full and fair consideration to
applications for employment made by disabled persons, having regard to their particular aptitudes and abilities.
Systems are in place to prevent discrimination. Where existing employees become disabled, it is the company’s policy,
wherever practicable, to provide continuing employment under normal terms and conditions and to provide training
and career development opportunities where appropriate.

Oyerseas branches
The Company has overseas branches in Germany, Ireland and New Zealand.
Disclosure of information to auditor

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

Auditor

Pursuant to Section 487 of the Companies Act 2006, the auditor will be deemed to be reappointed and Emnst and
Young LLP will therefore continue in office.

Directors Indemnity

Qualifying third party indemnity provisions as defined by the Companies Act 2006 were in force for the benefit of
Directors throughout the period and up to the date of approval of the financial statements.

By order of the board,

“/yv\, .

Marcus Ward 21 June 2019

Director
5 Eccleston Street
London
SWIW9LX
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Statement of directors’ responsibilities in respect of the annual report and the
financial statements

1

The directors are responsible for preparing the annual report and the financial statements in accordance with applicable
law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law they have
elected to prepare the group and parent company financial statements in accordance with UK Accounting Standards
and applicable law (UK Generally Accepted Accounting Practice), including FRS 102 The Financial Reporting
Standard applicable in the UK and Republic of Ireland.

Under company law the directors must not approve the financial statements unless they are satisfied that they give a
true and fair view of the state of affairs of the group and parent company and of their profit or loss for that period. In
preparing each of the group and parent company financial statements, the directors are required to:

e select suitable accounting policies and then apply them consistently;
¢ make judgements and estimates that are reasonable and prudent;

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

e prepare the financial statements on the going concern basis unless it is inappropriate to presume that the group
and the parent company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
parent company’s transactions and disclose with reasonable accuracy at any time the financial position of the parent
company and enable them to ensure that its financial statements comply with the Companies Act 2006. They have
general responsibility for taking such steps as are reasonably open to them to safeguard the assets of the group and to
prevent and detect fraud and other irregularities.



INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF MOUNTAIN WAREHOUSE LIMITED

Opinion

We have audited the financial statements of Mountain Warehouse Limited (‘the parent company’) and its subsidiaries
(the ‘group’) for the period ended 24th February 2019 which comprise the Consolidated Statement of Profit and Loss
and Other Comprehensive Income, the Consolidated and Company Balance Sheet, Consolidated Statement of Cash
Flows, the Consolidated and Company Statement of Changes in Equity and the related notes 1 to 23, including a
summary of significant accounting policies. The financial reporting framework that has been applied in their
preparation is applicable law and United Kingdom Accounting Standards including FRS 102 “The Financial Reporting
Standard applicable in the UK and Republic of Ireland” (United Kingdom Generally Accepted Accounting Practice).

In our opinion, the financial statements:

e give a true and fair view of the group’s and of the parent company's affairs as at 24 February 2019 and of
the group’s profit for the period then ended;

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice;
and

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

Basis for opinion

We conducted our audit in accordance with Interational Standards on Auditing (UK) (1ISAs (UK)) and applicable law.
Our responsibilities under those standards are further described in the Auditor's responsibilities for the audit of the
financial statements section of our report below. We are independent of the group and parent company in accordance
with the ethical requirements that are relevant to our audit of the financial statements in the UK, including the FRC'’s
Ethical Standard, and we have fulfilled our other ethical responsibilities in accordance with these requirements.

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

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us to report to
you where:

o the directors’ use of the going concern basis of accounting in the preparation of the financial
statements is not appropriate; or '

+ the directors have not disclosed in the financial statements any identified material uncertainties that may cast
significant doubt about the group’s or the parent company’s ability to continue to adopt the going concern basis
of accounting for a period of at least twelve months from the date when the financial statements are authorised
for issue.

Other information

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

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

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

We have nothing to report in this regard.



Opinions on other matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit:

e the information given in the strategic report and the directors’ report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and

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

Matters on which we are required to report by exception

In the light of the knowledge and understanding of the group and the parent company and its environment obtained in
the course of the audit, we have not identified material misstatements in the strategic report or directors’ report.

We have nothing to report in respect of the following matters in relation to which the Companies Act 2006 requires us
to report to you if, in our opinion:
¢ adequate accounting records have not been kept, or returns adequate for our audit have not been received from
branches not visited by us; or
the parent company financial statements are not in agreement with the accounting records and returns; or
certain disclosures of directors’ remuneration specified by law are not made; or
we have not received all the information and explanations we require for our audit.

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement set out on page 5, the directors are responsible for
the preparation of the financial statements and for being satisfied that they give a true and fair view, and for such
internal control as the directors determine is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the group’s and the parent company’s
ability to continue as a going concem, disclosing, as applicable, matters related to going concem and using the going
concern basis of accounting unless the directors either intend to liquidate the group or the parent company or to cease
operations, or have no realistic altemative but to do so.

Auditor’s responsibilities for the audit of the financial statements

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

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

Use of our report

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

Eenst be Yaw\? Lif

Judith Smith (Senior statutory auditor)
for and on behalf of Ernst & Young LLP, Statutory Auditor
London

Date: a\ {é(\&(
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Consolidated Statement of Profit and Loss and Other Comprehensive Income

For 52 week period ended 24 February 2019

Note
Turnover 2
Cost of sales
Gross profit
Administrative expenses 3
Operating profit
Interest received and similar income
Interest payable and similar charges 5
Profit on ordinary activities before taxation
Tax on profit on ordinary activities 7
Profit for the financial period
Other comprehensive expenditure
Exchange differences on translation of foreign 16
operations
Effective portion of changes in fair value of cash flow 16
hedges
Income tax on other comprehensive income 16

Other comprehensive income/(loss) for the -
period, net of income tax

Total comprehensive income for the period,
net of income tax

The results derive entirely from continuing operations.

2019
£000

255,044
(117,821)

137,223
(112,955)

24,268
3
(241)

24,030
4,273)

19,757

(362)
3,343

(568)

2,413

22,170

2018
£2000

225,910
(108,769)

117,141
(96,210)

20,931
1
(122)

20,810
(2,965)

17,845

285
(4,725)

898

(3,542)

14,303
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Consolidated Balance Sheet

At 24 February 2019
Note 2019 2018
£000 £000 £°000 £000
Fixed assets
Intangible fixed assets 8 2,105 1,898
Tangible fixed assets 9 32,404 24,626
34,509 26,524
Current assets
Stocks 11 52,898 45,644
Debtors 12 47,846 40,116
Other financial assets 18,19 5,913 416
Cash at bank and in hand 18 9,256 17,623
115,913 103,799
Current liabilities
Trade and other payables 13 (32,760) (36,163)
Provision for other liabilities 15 (1,032) -
Other financial liabilities 18 (767) (2,839)
Net current assets 81,354 . 64,797
Total assets less current liabilities 115,863 91,321
Non-current liabilities
Trade and other payables 14 (6,781) (4,625)
Provisions for other liabilities 15 (4,338) (4,294)
Deferred tax liability 20 (405) (234)
Net assets 104,339 82,168
Capital and reserves
Called up share capital 16 1,360 1,360
Profit and loss account 16 102,841 83,083 -
Hedging reserve 16 498 (2,277)
Foreign currency translation reserve 16 (360) 2
Shareholder’s funds 104,339 82,168

These financial statements were approved by the board of directors on 21 June 2019 and were signed on its behalf by:

Marcus Ward sz v/\

Director

Company registered number: 03417738
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Company Balance Sheet :
At 24 February 2019
Note 2019 2018

£000 £000 £°000 £°000
Fixed assets
Intangible fixed assets 8 1,485 1,099
Tangible fixed assets 9 21,958 14,577
Investment in subsidiary 10 2,361 2,361

25,804 18,037
Current assets
Stocks 11 41,750 36,394
Debtors 12 61,989 56,797
Other financial assets 18, 19 5,913 416
Cash at bank and in hand 18 6,728 13,892
116,380 107,499

Current liabilities
Trade and other payables 13 (29,016) (34,130)
Provistion for other liabilities 15 942) -
Other financial liabilities 18 (767) (2,839)
Net current assets 85,655 70,530
Total assets less current liabilities 111,459 88,567
Non-current liabilities
Trade and other payables 14 (4,491) (3,137)
Provisions for other liabilities 15 (3,729) (3,716)
Deferred tax liability 20 7)) -
Net assets 103,068 81,714
Capital and reserves
Called up share capital 16 1,360 1,360
Profit and loss account 16 101,210 82,631
Hedging reserve 16 498 (2,277)
Shareholder’s funds 103,068 81,714

These financial statements were approved by the board of directors on 21 June 2019 and were signed on its behalf by:

Marcus Ward
Director

AN

Company registered number: 03417738

10



Consolidated Statement of Changes in Equity

At 24 February 2019

Balance at 26 February 2017
Total comprehensive income for the period

Profit
Other comprehensive income/(loss) (note 16)

Total comprehensive income/(loss) for the
year

Balance at 25 February 2018
Total comprehensive income for the period

Profit
Other comprehensive income/(loss) (note 16)

Total comprehensive income/(loss) for the
period

Balance at 24 February 2019

Company Statement of Changes in Equity

At 24 February 2019

Balance at 26 February 2017

Total comprehensive income for the period
Profit
Other comprehensive income/(loss) (note 16)

Total comprehensive income/(loss) for the period

Balance at 25 February 2018

Total comprehensive income for the period
Profit
Other comprehensive income/(loss) (note 16)

Total comprehensive income/(loss) for the period

Balance at 24 February 2019

Mountain Warehouse Limited
Annual report and financial statements
52 week period ended 24 February 2019

Foreign
Cash flow currency
Share hedging Retained translation Total
capital reserve earnings reserve equity
£000 £000 £000 £000 £000
1,360 1,550 65,238 (283) 67,865
- - 17,845 - 17,845
- (3,827) - 285 (3,542)
- (3,827) 17,845 285 14,303
1,360 2,277) 83,083 2 82,168
- - 19,757 - 19,757
- 2,775 - (362) 2,413
- 2,775 19,757 (362) 22,170
1,360 498 102,841 (360) 104,339
Cash flow
Share hedging Retained Total
capital reserve earnings equity
£000 £000 £000 £000
1,360 1,550 63,954 66,864
- - 18,677 18,677
- (3,827) - (3,827)
- 3,827) 18,677 14,850
1,360 (2,277) 82,631 81,714
- - 18,578 18,578
- 2,775 - 2,775
- 2,775 18,578 21,353
1,360 498 101,210 103,068




Consolidated Cash Flow Statement
Jfor the 52 week period ended 24 February 2019

Operating activities
Profit for the period
Adjustments for:
Depreciation and amortisation
Impairment loss
Loss on disposal of assets
Foreign currency losses/(gains) on derivatives
Financial income
Financial expense
Taxation
Currency translation (gains)/losses

Increase in trade and other receivables
Increase in inventories

Increase in Other Financial Assets
(Decrease)/increase in trade and other payables
Increase in provisions

Tax paid
Net cash from operating activities

Investing activities
Interest received
Acquisition of property, plant and equipment
Acquisition of other intangible assets

Acquisition of subsidiary undertaking net of cash acquired

Net cash used in investing activities

Financing activities
Interest paid

Net cash used in financing activities

Net (decrease)/increase in cash and cash equivalents
Effects of currency translation on cash and cash equivalents

Cash and cash equivalents at beginning of period

Cash and cash equivalents at period end

12

Mountain Warehouse Limited
Annual report and financial statements
52 week period ended 24 February 2019

Note 2019 2018

£000 £000
19,758 17,845
89 5,876 5,282
9 159 883
3 % 66
274 (330)
3 (D
5 241 122
7 4,273 2,965
(727) 1,401
29,945 28,233
12 (8,285) (4,552)
11 (7,031) (3,011)
18,19 (4,500) -
13 (1,446) 4,968
15 1,075 577
9,758 26,215
(4,042) (3,389)
5,716 22,826
3 1
9 (12,879) (6,324)
8 (1,020) (711)
- (2,207)
(13,896) (9,241)
5 (241) (122)
(241) (122)
(8,421) 13,463
54 (392)
17,623 4,552
9,256 17,623
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Notes
(forming part of the financial statements)

1 Accounting policies

Mountain Warehouse Limited (the “Company™) is a private company limited by shares, incorporated and domiciled
in the UK.

The Group financial statements consolidate those of the Company and its subsidiaries (together referred to as the
“Group”). The parent company financial statements present information about the Company as a separate entity and
not about its group.

The Company has taken the exemption afforded to it under FRS102 and will not prepare a cash flow statement.

Under s408 of the Companies Act 2006 the company is exempt from the requirement to present its own profit and
loss account. The company profit for the period is £18,578,000.

These financial statements were prepared in accordance with Financial Reporting Standard 102 The Financial
Reporting Standard applicable in the UK and Republic of Ireland (“FRS 702”) as issued in August 2014. The
presentation currency of these financial statements is sterling. All amounts in the financial statements have been
rounded to the nearest £1,000.

These financial statements are prepared for the 52 weeks ending 24% February 2019. The comparatives are prepared
for the 52 weeks ending 25% February 2018.

The accounting policies set out below have, unless otherwise stated, been applied consistently to all periods presented
in these Group financial statements.

L1 Judgements and key sources of estimation uncertainty

The preparation of the financial statements requires management to make judgements, estimates and assumptions that
affect the amounts reported for assets and liabilities as at the balance sheet date and the amounts reported for revenue
and expenses during the year. However, the nature of estimation means that actual outcomes could differ from those
estimates. The following judgements have had the most significant effect on amounts recognised in the financial
statements.

The dilapidation provision relates to the expected future costs to be incurred by the Group in order to satisfy its
obligations to restore specific leasehold premises to the condition required under the lease agreements at the end of
the lease. The timing in relation to the utilisation of these provisions is dependent upon the lease terms.

The onerous lease provision relates to where the Group’s unavoidable costs of meeting its contractual obligations
are higher than the expected benefits to be derived from the lease property. The timing in relation to the utilisation
of these provisions is dependent upon the lease terms. Market conditions have a significant impact and hence the
assumptions on future cash flows are reviewed regularly and revisions to the provision made where necessary.

1.2 Measurement convention

The financial statements are prepared under the historical cost convention, as modified for the subsequent
measurement of derivative financial instruments at fair value.

The company and group accounts are made up to the nearest Sunday to its accounting reference date.
1.3 Going concern

The Board has prepared a working capital forecast based upon assumptions as to the Group’s future trading. Based
upon these projections, its available facilities and cash balances and exposures and management of financial risks, the
Board has concluded that there is a reasonable expectation that the Group has adequate resources to remain in
operational existence for the foreseeable future. On this basis, the Directors continue to adopt the going concern basis
for the preparation of the financial statements.
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Notes (continued)
1 Accounting policies (continued)
1.4 Basis of consolidation

Subsidiaries are entities controlled by the Group. The Group controls an entity when it is exposed to, or has rights to,
variable returns from its involvement with the entity and has the ability to affect those returns through its power over
the entity.

The financial statements of subsidiaries are included in the consolidated financial statements from the date that control
commences until the date that control ceases.

Intercompany transactions and balances between Group companies are eliminated upon consolidation.
15 Foreign currency

Transactions in foreign currencies are translated to the Group’s functional currency at the foreign exchange rate ruling
at the date of the transaction. Monetary assets and liabilities denominated in foreign currencies at the balance sheet
date are retranslated to the functional currency at the foreign exchange rate ruling at that date. Non-monetary assets
and liabilities that are measured in terms of historical cost in a foreign currency are translated using the exchange rate
at the date of the transaction.

Foreign exchange differences arising on translation are recognised in the profit and loss account except for differences
arising on the retranslation of qualifying cash flow hedges and items which are fair valued with changes taken to other
comprehensive income, which are recognised in other comprehensive income.

The assets and liabilities of the company’s overseas subsidiary undertakings are translated at the closing exchange
rates. The profit and loss account of the undertaking is consolidated at the average rate of exchange during the period.
Gains and losses arising on these translations are recognised in other comprehensive income.

1.6 Basic financial instruments
Trade and other debtors / creditors

Trade and other debtors are recognised initially at transaction price less attributable transaction costs. Trade and other
creditors are recognised initially at transaction price plus attributable transaction costs.

Investments

Investments in subsidiaries are carried at cost less impairment.

Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits.
17 Other Financial instruments

Financial instruments not meeting the definition of Basic Financial Instruments are recognised initially at fair value.
Subsequent to initial recognition other financial instruments are measured at fair value with changes recognised in
profit or loss except as follows:

- investments in equity instruments that are not publicly traded and whose fair value cannot otherwise be measured
reliably shall be measured at cost less impairment; and

- hedging instruments in a designated hedging relationship shall be recognised as set out below.
Derivative financial instruments and hedging

Derivative financial instruments are recognised at fair value. The gain or loss on re-measurement to fair value is
recognised immediately in profit or loss. However, where derivatives qualify for hedge accounting, recognition of
any resultant gain or loss depends on the nature of the item being hedged.

14
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Notes (continued)

1 Accounting policies (continued)

L7 Other Financial instruments (continued)
Cash flow hedges

Where a derivative financial instrument is designated as a hedge of the variability in cash flows of a recognised asset
or liability, or a highly probable forecast transaction, the effective part of any gain or loss on the derivative financial

instrument is recognised directly in other comprehensive income. Any ineffective portion of the hedge is recognised
immediately in profit or loss.

1.8 Stocks

Stocks are stated at the lower of cost and net realisable value. Cost is based on the weighted average principle and
includes expenditure incurred in acquiring the inventories and bringing them to their existing location and condition.
Net realisable value is based on estimated selling prices, less further costs expected to be incurred to completion.
Provision is made for obsolete, defective or slow-moving stock where appropriate.

1.9 Tangible fixed assets
Tangible fixed assets are stated at cost less accumulated depreciation and accumulated impairment losses.
The company assesses at each reporting date whether tangible fixed assets are impaired.

Depreciation is provided to write-off the cost less the estimated residual value of tangible fixed assets by equal
instalments over their estimated useful economic lives as follows:

Fixtures and fittings - 5 years

Computer equipment - 3 years

Leasehold improvements - the shorter of 10 years or the remaining lease term
Freehold properties - 50 years

Depreciation methods, useful lives and residual values are reviewed if there is an indication of a significant change
since the last annual reporting date in the pattern by which the company expects to consume an asset’s future economic
benefits.

110 Goodwill and other intangible assets
Goodwill

Goodwill is stated at cost less accumulated amortisation and any accumulated impairment losses. Goodwill is allocated
to cash-generating units.

Other intangible assets

Other intangible assets that are acquired by the Group are stated at cost less accumulated amortisation and accumulated
impairment losses.

Development costs

Expenditure on development activities may be capitalised if the product or process is technically and commercially
feasible and the Group intends and has the technical ability and sufficient resources to complete development, future
economic benefits are probable and if the Group can measure reliably the expenditure attributable to the intangible
asset during its development. The expenditure capitalised includes the cost of materials, direct labour and an
appropriate proportion of overheads. Other development expenditure is recognised in the profit and loss account as an
expense as incurred. Capitalised development expenditure is stated at cost less accumulated amortisation and less
accumulated impairment losses.

15
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Notes (continued)

1 Accounting policies (continued)

110 Goodwill and other intangible assets (continued)
Amortisation

Amortisation is charged to the profit or loss on a straight-line basis over the estimated useful lives of intangible assets.
Intangible assets are amortised from the date they are available for use. The estimated useful lives are as follows:

Software - 3 years
Goodwill - 5 years
Other intangibles - 10 years

The company reviews the amortisation period when events and circumstances indicate that the useful life may have
changed since the last reporting date.

Goodwill arising on acquisition of A.I. & I.D Fox Limited is being amortised evenly over the directors’ estimate of
its useful life of 5 years. This is based on the time frame over which the group can demonstrate the intention to run
the premises as a Mountain Warehouse store. Goodwill has arisen on acquisition due to the customer base and good
customer relations of the outdoor retailer that occupied the site previously.

Goodwill and other intangible assets are tested for impairment in accordance with Section 27 Impairment of Assets
where there is indication that goodwill or an intangible asset may be impaired.

111 Post retirement benefits

The Group operates a defined contribution pension scheme. The assets of the scheme are held separately from those
of the Group in an independently administered fund. The amount charged to the profit and loss account represents
the contributions payable to the scheme in respect of the accounting period.

1.12 Revenue

Revenue represents the amounts (excluding value added tax) derived from the provision of goods to customers
during the period. Revenue is recognised when all of the significant risks and rewards of ownership have been
transferred to the customer.

113 Operating leases

Payments made under operating leases are recognised in the profit and loss account on a straight-line basis over the
term of the lease. Lease incentives received are recognised in profit and loss over the term of the lease as an integral
part of the total lease expense. .

1.14 Provisions

A provision is recognised in the balance sheet when the Group has a present legal or constructive obligation as a result
of a past event, that can be reliably measured and it is probable that an outflow of economic benefits will be required
to settle the obligation. Provisions are recognised at the best estimate of the amount required to settle the obligation at
the reporting date. Provisions are not discounted as the effect of the time value of money is not material.

115 Taxation

Tax on the profit or loss for the period comprises current and deferred tax. Tax is recognised in the profit and loss
account except to the extent that it relates to items recognised directly in equity or other comprehensive income, in
which case it is recognised directly in equity or other comprehensive income.

Current tax is the expected tax payable or receivable on the taxable income or loss for the period, using tax rates
enacted or substantively enacted at the balance sheet date, and any adjustment to tax payable in respect of previous
periods.
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Notes (continued)
1 Accounting policies (continued)
L15 Taxation (continued)

Deferred tax is provided on timing differences which arise from the inclusion of income and expenses in tax assessments
in periods different from those in which they are recognised in the financial statements. Deferred tax is not recognised
on permanent differences arising because certain types of income or expense are non-taxable or are disallowable for
tax or because certain tax charges or allowances are greater or smaller than the corresponding income or expense.

Deferred tax is measured at the tax rate that is expected to apply to the reversal of the related difference, using tax
rates enacted or substantively enacted at the balance sheet date.

Unrelieved tax losses and other deferred tax assets are recognised only to the extent that is it probable that they will
be recovered against the reversal of deferred tax liabilities or other future taxable profits.

1.16 Restricted Cash

Cash and cash equivalents that are restricted as to withdrawal or use under the terms of certain contractual agreements
are recorded in Other financial assets on our balance sheet.
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Notes (continued)

2 Turnover

Turnover, analysed geographically between markets, was as follows:

2019 2018
£000 £000

United Kingdom 176,656 159,460
Europe 26,637 24,287
Rest of the World 51,751 42,163
255,044 225,910

Turnover is derived from the retail of outdoor clothing and equipment through retail outlets and online channels.

Group turnover is derived from high volume, low value retail sales and is therefore not dependent on any major
customer.

3 Expenses and auditor’s remuneration

Profit is stated after charging:

2019 2018
£000 £000
Depreciation: owned assets 5,115 4,468
Amortisation of goodwill and intangibles 761 814
Operating lease expense 26,301 22,184
Loss on disposal of fixed assets 41 66
Foreign exchange differences (766) 531
Auditor’s remuneration:
2019 2018
£000 £000
Audit of these financial statements 56 51
Amounts receivable by the company’s auditor and its associates in respect of:
Audit of financial statements of subsidiaries of the company 56 51
Tax advisory - 4
Non-audit related assurance services 140 -
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Notes (continued)

4 Staff numbers and costs

The average number of persons employed by the group (including directors) during the period, analysed by category,
was as follows:

2019 2018

No. No.

Sales and administration 2,082 1,571

The aggregate payroll costs of these persons were as follows:

2019 2018
£000 £000
Wages and salaries 39,488 32,472
Social security costs 3,163 2,547
Contributions to defined contribution plans 301 136
42,952 35,155

The Group operates a defined contribution pension plan. The assets of the scheme are administered by an independent
pensions provider. The pension cost charge for the period represents contributions payable by the Group to the scheme
and amounted to £301,000 (2018: £136,000). Contributions amounting to £63,000 (2018: £21,000) were payable to
the scheme at the balance sheet date and are included in creditors.

5 Interest payable and similar charges

2019 2018

£000 £000

Interest on bank loans and overdrafts 241 122
6 Directors’ remuneration

2019 2018

£000 £000

Directors’ emoluments 667 608

The aggregate remuneration of the highest paid director was £226,000 (2018: £210,000) and company pension
contributions of £1,000 (2018: £Nil) were made to a money purchase scheme on his behalf.

Retirement benefits are accruing to the following number of directors under:
2019 2018

&
H

Money purchase schemes
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Notes (continued)

7 Taxation

Recognised in the profit and loss

2019 2018
£000 £000
UK Corporation tax
Current period ' 2,169 3,007
Adjustments for prior periods 313 37
2,482 3,044
Foreign tax
Current period 1,624 (275)
4,106 2,769
Deferred tax
Origination and reversal of temporary differences (@] (84)
Adjustment in respect of prior periods 113 280
Effects of changes in tax rates 61 -
Deferred tax expense 167 196
Total tax expense 4,273 2,965
Income tax recognised in other comprehensive income
2019 2018
£000 £000
Effective portion of changes in fair value of cash flow hedges (568) 898
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Notes (continued)

7 Taxation (continued)
Reconciliation of effective tax rate

The current tax charge for the period is lower (2018: Jower) than the standard rate of corporation tax in the UK.

2019 2018

£000 £000
Profit before taxation 24,030 20,810
Tax using the UK corporation tax rate of 19% (2018: /9%) 4,566 3,954
Permanent items 317 187
Adjustments in respect of previous periods 425 317
Effect of changes in tax rates 572 (135)
Effects of group relief (1,607) (1,358)
Total tax expense 4,273 2,965

The Finance Act (No.2) 2015 introduced reductions in the main rate of UK corporation tax to 19% from 1 April 2017
and 18% from 1 April 2020. The Finance Act 2016, enacted on 15 September 2016, replaced the 18% rate with a 17%
rate to be applied from 1 April 2020. As these reductions were enacted at the balance sheet date the closing deferred
tax balance has been calculated at the appropriate rate. Deferred tax liabilities of £156,000 are expected to unwind
within 12 months of the balance sheet date.

8 Intangible assets

Group Goodwill Software Total
£000 £000 £000
Cost
Balance at 25 February 2018 749 3,351 4,100
Stock Fair Value Assessment § 72 - 72
Additions - 943 943
Disposals - (55) (55
Balance at 24 February 2019 ' 821 4,239 5,060

Amortisation and impairment

Balance at 25 February 2018 50 2,152 2,202
Amortisation for the period 169 592 761
Disposals - 8) (8)

Balance at 24 February 2019 219 2,736 2,955

Net book value
At 25 February 2018 69

=]
~:—l
0
o

1,898

At 24 February 2019 602 1.503 2,105

T Goodwill was adjusted in the year by £72,000 to reflect a reassessment of the fair value of the stock acquired during
the acquisition of A.L. & I.D Fox Limited during the 12 month measurement period.
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Notes (continued)

8 Intangible assets (continued)

Company

Software

£000

Cost
Balance at 25 February 2018 3,213
Additions 975
Balance at 24 February 2019 4,188
Amortisation and impairment
Balance at 25 February 2018 2,114
Amortisation for the period 589
Balance at 24 February 2019 2,703
Net book value
At 25 February 2018 1,099
At 24 February 2019 1,485

Amortisation of group and company intangible fixed assets is included in administrative expenses.
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9 Tangible fixed assets

Group

Freehold Fixtures &

property fittings Total

£000 £000 £000

Cost
Balance at 25 February 2018 2,791 46,781 49,572
Additions - 12,907 12,907
Disposals - (448) (448)
Foreign exchange differences - 264 264
Balance at 24 February 2019 2,791 59,504 62,295
Depreciation
Balance at 25 February 2018 110 24,836 24,946
Depreciation charge for the year 56 5,059 5,115
Impairment loss - 159 159
Disposals - (408) (408)
Foreign exchange differences - 79 79
Balance at 24 February 2019 166 29,725 29,891
Net book value T
At 25 February 2018 2,681 21,945 24,626
At 24 February 2019 2,625 29,779 32,404
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9 Tangible fixed assets (continued)

Company
Freehold Fixtures &
property fittings Total
£000 £000 £000

Cost
Balance at 25 February 2018 1,441 33,614 35,055
Additions - 11,114 11,114
Disposals - (55) (55)
Balance at 24 February 2019 1,441 _ 44,673 46,114
Depreciation
Balance at 25 February 2018 110 20,368 20,478
Depreciation charge for the year 29 3,492 3,521
Impairment loss - 158 158
Disposals - 4)) M
Balance at 24 February 2019 139 24,017 24,156
Net book value
At 25 February 2018 ) 1,331 13,246 14,577

At 24 February 2019 1,302 20,656 21,958
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10 Investments in subsidiaries

Mountain Warehouse Limited
Annual report and financial statements
52 week period ended 24 February 2019

At 24 February 2019, the Group controlled the following subsidiaries and all of which are included in the consolidated

financial statements.

Subsidiary undertakings

Zakti Limited

Mountain Warehouse

Handelgesellschaft GmbH

Mountain Warehouse Polska S.p z o.0.
Mountain Warehouse Qutdoor (Canada) Limited
Mountain Warehouse Outdoor Inc

Mountain Warehouse sro

A.L & 1.D. Fox Limited

Mountain Warehouse B.V.

Mountain Warehouse Pty

Company

Cost
Balance at 25 February 2018
Additions

Balance at 24 February 2019

Impairment

Balance at 25 February 2018 and 24 February 2019

Net book value at 25 February 2018

Net book value at 24 February 2019

11 Stocks

Finished goods

Country of registration

England and Wales
Austria

Poland

Canada

USA

Czech Republic
England and Wales
Netherlands

Australia

Group
2019
£000

52,898

Principal activity Class and
percentage
of shares held

Retailing of clothing and Ordinary

equipment for fitness 100%

Retailing of clothing and Ordinary

equipment for outdoor pursuits 100%

Retailing of clothing and Ordinary

equipment for outdoor pursuits 100%

Retailing of clothing and Ordinary

equipment for outdoor pursuits 100%

Retailing of clothing and Ordinary

equipment for outdoor pursuits 100%

Dormant company Ordinary
100%

Retailing of clothing and Ordinary

equipment for outdoor pursuits 100%

Retailing of clothing and Ordinary

equipment for outdoor pursuits 100%

Dormant company Ordinary
100%

£000
2,361
2,361
2,361
2,361
Company
2018 2019 2018
£000 £000 £000
45,644 41,750 36,394

The cost of stocks recognised as an expense and charged to cost of sales in the period was £95.7m (2018: £85.5m).
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12 Debtors
Group Company

2019 2018 2019 2018
£000 £000 £000 £000
Amounts owed by intermediary parent company 42,920 35,011 43,703 35,816
Amounts owed by subsidiary undertakings - - 14,293 16,955
Other debtors 1,772 1,479 793 803
Prepayments 3,143 3,050 3,189 2,679
Deferred tax 11 576 11 544
47,846 40,116 61,989 56,797

Amounts owed by group undertakings are included in amounts due within one year where there are no specified
repayment terms and there is no fixed repayment schedule in place and hence the amounts are technically repayable
on demand. No interest is receivable on the balances owed from other group companies included above.

13 Creditors: amounts falling due within one year

Group Company

2019 2018 2019 2018

£000 £000 £000 £000

Amounts owed to intermediary parent company 10,887 10,887 10,887 10,887
Amounts owed to subsidiary undertakings - - 721 2,015
Trade creditors 5,016 11,894 3,473 9,931
Accruals and deferred income 13,614 11,326 10,889 9,332
Other taxes and social security 3,137 1,935 3,162 1,310
Corporation tax 106 121 116 655
32,760 36,163 29,248 34,130

Amounts owed to group undertakings are included in amounts due within one year where there are no specified
repayment terms and there is no fixed repayment schedule in place. While amounts owed to group undertakings are
technically repayable on demand, and hence are included in amounts due within one year, the directors are of the
opinion (as a result of their group role in relation to the group undertakings amounts are owed to) that in the
ordinary course of business, repayment within such a timescale would not be required.

14 Creditors: amounts falling due after more than one year

Group Company
2019 2018 2019 2018
£000 £000 £000 £000
Accruals and deferred income 6,781, 4,625 4,491 3,137

Non-current accruals and deferred income relates to operating lease incentives released to the profit or loss over the
lease term.
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Notes (continued)

15 Provisions

Group
Onerous Dilapidation

lease provision Total

£000 £000 £000
Balance at 26 March 2017 - 3,717 3,717
Provisions made during the period 405 172 577
Balance at 25 February 2018 405 3,889 4,294
Foreign Exchange Differences - 13 13
Provisions made during the year 287 1,087 1,374
Utilised during the period (54) (25) (79)
Unused amounts reversed (232) - (232)
Balance at 24 February 2019 406 4,964 5,370
Current . 196 695 891
Non-current 209 3,194 3,403
Balance at 25 February 2018 405 3,889 4,294
Current 185 847 1,032
Non-current 221 4117 4,338
Balance at 24 February 2019 406 4,964 5,370
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15 Provisions (continued)

Company

Balance at 26 February 2017

Provisions made during the period

Balance at 25 February 2018

Provisions made during the year
Utilised during the period

Balance at 24 February 2019

Current
Non-current

Balance at 25 February 2018

Current. .
Non-current

Balance at 24 February 2019

Mountain Warehouse Limited
Annual report and financial statements
52 week period ended 24 February 2019

Onerous Dilapidation
lease provision
£000 £000

- 3,495
173 48
173 3,543
127 906
(55) (23)
245 4,426

61 566
112 2,977
173 3,543
127 815
118 3,611
245 4,426

Total
£000

3,495

221

3,716

The dilapidation provision relates to the expected future costs to be incurred by the Group in order to satisfy its
obligations to restore specific leasehold premises to the condition required under the lease agreements at the end of
the lease. The timing in relation to the utilisation of these provisions is dependent upon the lease terms.

The onerous lease provision relates to where the Group’s unavoidable costs of meeting its contractual obligations
are higher than the expected benefits to be derived from the lease property. The timing in relation to the utilisation
of these provisions is dependent upon the lease terms. Market conditions have a significant impact and hence the
assumptions on future cash flows are reviewed regularly and revisions to the provision made where necessary.
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Notes (continued)
16 Capital and reserves

Share capital

Represents the nominal value of shares that have been issued.

Allotted, called up and fully paid; shares of £1 each
1,360,000 Ordinary shares

The above shares are subject to the following rights:

Rights to dividends

Voting rights

Rights on sale of
company

Cash flow hedging reserve

Mountain Warehouse Limited
Annual report and financial statements
52 week period ended 24 February 2019

2019
£000

1,360

2018
£000

1,360

Ordinary shares

As determined by the Board with the
consent of the holders of 75% of the shares

One vote per share

Equal first right upon allocation of
proceeds on a sale of the company

The hedging reserve comprises the effective portion of the cumulative net change in the fair value of cash flow hedging

instruments related to hedged transactions that have not yet occurred.

Other comprehensive income
Effective portion of changes in fair value of cash flow hedges
Income tax on other comprehensive income

Total other comprehensive income

Foreign currency translation reserve

2019
£000

3,343
(568)

2,775

2018
£°000

(4,725)

898

(3,827) ‘

The foreign curréncy translation reserve comprises the gains and losses arising on the translation of the company’s
overseas subsidiary undertakings. The assets and liabilities of the undertakings are translated at the closing exchange

rates. The profit and loss account of the undertakings is translated at the average rate of exchange during the period.

Profit and loss account

The profit and loss account comprises all current and prior period retained profits and losses.
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Notes (continued)
17 Financial risk management

The group has exposure to three main areas of risk- foreign exchange risk, liquidity risk and credit exposure. The
Directors have overall responsibility for the Group’s risk management framework and the principal financial risks and
uncertainties and the actions taken to mitigate key risks are reviewed on an ongoing basis.

Foreign exchange risk

Foreign exchange risk is the risk that changes in foreign exchange rates will impact the Group’s costs or the value of
its financial instruments.

A significant amount of the Group’s stock is purchased from overseas suppliers denominated in US dollars and
therefore the Group’s principal foreign currency exposure is to US dollars.

It is Group policy to enter into forward foreign currency contracts to cover between 50-75% of forecast inventory
purchases for up to 12 months.

Where appropriate, hedge accounting is adopted by the Group. Fair value movements in foreign currency derivatives
are recognised in other comprehensive income to the extent that the contract is part of an effective hedging relationship
(note 16). Fair value movements of £274,000 (2018: £330,000) that do not form part of an effective relationship have
been charged to the profit or loss account.

The table below analyses the contractual cash flows of the Group’s derivative financial instruments as at the balance
sheet date.

2019 2018
1to 1to
1 year or less <2years Total 1 year or less <2years Total
£000 £000 £000 £000 £000 £000
Forward exchange 80,806 3,392 84,198 50,044 3,565 53,609
contracts
Ligquidity risk

Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they fall due.

Cash flow forecasts are prepared to assist management in identifying future liquidity requirements to ensure that the
Group has sufficient cash or loan facilities to meet all of its commitments when they fall due.

The Group also has a £20.0m revolving credit facility to support short and medium term liquidity
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 financial loss.

The Group is exposed to credit risk on its holdings of cash and cash equivalents and derivative financial assets. To
mitigate this risk, counterparties are limited to high credit financial institutions and the Board monitors its exposure
to counterparty risk on an ongoing basis.

The Group is also exposed to credit risk in relation to payments in advance of goods to overseas suppliers. At 24
February 2019 this exposure amounted to £9.9m (2018: £6.Im). The Group uses letters of credit for certain overseas
suppliers, which reduces the total exposure to advance payments.

As a retail business the Group has minimal exposure to credit risk on trade receivables.

The carrying amount of financial assets recorded in the financial statements represents the Group’s maximum
exposure to credit risk and any associated impairments are immaterial.
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18 Financial assets and liabilities

The carrying amounts of the financial assets and liabilities include:

Financial assets
Group Company
2019 2018 2019 2018
£000 £000 £000 £000
Current
Derivatives used for hedging 1,413 416 1,413 416
Trade and other receivables 47,835 39,540 61,978 56,253
Other Financial Assets 4,500 - 4,500 -
Cash and cash equivalents 9,256 17,623 6,728 13,892
63,004 57,579 74,619 70,561
Financial liabilities
Group ' Company
2019 2018 2019 2018
£000 £000 £000 £000
Non-current
Trade and other payables 6,782 4,625 4,491 3,137
Current
Derivatives used for hedging 767 2,839 767 2,839
Trade and other payables 32,653 36,163 29,132 34,130
33,420 39,002 29,899 36,969

Foreign currency forward exchange contracts have been fair valued using observable forward exchange rates
corresponding to the maturity of the contract. The fair values of other financial assets and liabilities have been assessed
as approximating to their carrying values.

19 Restricted Cash

Cash and cash equivalents that are restricted as to withdrawal or use under the terms of certain contractual agreements
are recorded in Other financial assets on our balance sheet.

The restricted cash disclosed below represents the balance of the cash cover agreement with external bankers, held
with respects to letters of credit.

Restricted cash balances are as follows:

2019 2018
£000 £000
Restricted Cash 4,500 -
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20 Deferred tax assets and liabilities
Deferred tax assets and liabilities are attributable to the following:

Group Assets Liabilities Net

2019 2018 2019 2018 2019 2018

£000 £000 £000 £000 £000 £000
Accelerated capital allowances - (53) 15 - - 15 (53)
Derivatives - (523) 156 - 156 (523)
Pension 11 - - - (69)) -
Goodwill - - 234 234 234 234
Tax (assets) / liabilities (11) (576) 405 234 394 (342)
Company Assets Liabilities Net

2019 2018 2019 2018 2019 2018

£000 £000 £000 £000 £000\ £000
Accelerated capital allowances - @n 15 - 15 210
Pension an - - - 11) -
Derivatives - (523) 156 - 156 (523)
Tax (assets) / liabilities (1) (544) 171 - 160 (544)

21 Operating leases

Non-cancellable operating lease rentals in respect of land and buildings and vehicles are payable as follows:

Group and company Land and buildings Vehicles
2019 2018 2019 2018
£000 £000 £000 £000
Less than one year 25,513 21,171 73 76
Between one and five years 65,353 56,863 53 36
More than five years 21,106 27,452 - -
111,972 105,486 126 112

22 Contingencies

Certain subsidiaries within the Group are party to cross guarantees given for bank loans and overdrafts held within
Mountain Warehouse Group Holdings Limited, a parent company. The principal value of these bank loans is £80m
(2018: £79.1m).

There were no other material contingent assets or liabilities at 24 February 2019 (2018: £Nil).
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23 Related parties

The Company’s immediate parent undertaking is Mountain Warehouse Holdings Limited, a company incorporated in
England and Wales. The ultimate parent company is Mountain Warehouse International Limited, a company
incorporated in England and Wales.

The consolidated financial statements of this group are available to the public and may be obtained from 5 Eccleston
Street, London, SW1W 9LX.

The ultimate controlling party is M Neale.
The largest group in which the results of the Company are consolidated is that headed by Mountain Warehouse
International Limited. The smallest group in which the results of the Company are consolidated is that headed by

Mountain Warehouse Limited.

Under Section 33 of FRS 102 the Company has taken advantage of the exemption from reporting intra-group
transactions.
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