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Tough Mudder Limited

Group Strategic report
Fot the year ended 31 December 2017

Introduction

The principal activity of the group during the year was the otganising and hosting of 10-12 mile obstacle course
mud runs around the United Kingdom and Germany.

Business review and principle activity

Tough Mudder Litd, wholly owned by the patent company Tough Muddes Incorporated, organize, plan and execute
events that are hardcore obstacle courses designed to test the patticipants’ all around strength, stamina, mental grit,
and camaradede. Tough Mudder is the premier adventute challenge series in the world.

The group’s profit for the year amounted to £410,515 (Unaudited 2016: £383,352). No dividend has been
proposed ox paid duting the year (2016: £nil).

The commercial environment in which the group operates remains competitive, but the ditectors believe that the
company’s position as one of the leading producers of obstacle coutse events will enable it to taintain its custent
position in the future.

Principal risks and uncertainties

The company uses cash, trade debtors and trade creditots to raise finance for its operations. These expose the
company to a number of financial risks which are described in more detail below.

Liquidity Risk
The company ensutes sufficient liquidity by producing and teviewing regular cashflow forecasts. It invests cash
assets safely and profitably.

Credit Risk

The Company continually monitors its positions with, and ctedit quality of, its customers and the financial
institutions with which it does business. The Company is exposed to ctedit loss in the event of non-payment by our
customers and continually re-evaluates the need for a resexrve. However, the Company believes its allowance for
doubtful accounts, if any, is sufficient to cover any anticipated non-payment by our customers.

Currency Risk

The financial position and operating results of foreign operations are consolidated using the local cutrency as the
functional currency. The company tecognizes gains and losses on transactions that ate denominated in a cutrency
other than the tespective entity’s functional cutrency. Foreign curtency ttansaction gains and losses also include
amounts tealized on the settlement of intercompany loans with foreign subsidiaties that are of a short-term nature.

Financial key performance indicators
The principal performance measutes used to monitor the business are:

Sales growth: sales increased by 13% to £15,919,906 (Unaudited 2016: £14,091,083) in the twelve months to 31
December 2017.

Operating profit: Operating profit for the yeat has increased to a profit of £531,519 &om a profit of £394,288
(Unaudited 2016) in the twelve months to 31 December 2017.



Tough Mudder Limited

Group Strategic teport
For the year ended 31 December 2017

Going Concern

The directors have prepared the financial statements on the going concern basis. The directors acknowledge that
uncertainty exists over the ability of the Group to meet its funding requiretnents despite having incurred a net
profit for the year of £410,515 and the Group’s current liabilities exceeded its total assets by £306,951.

The group has no extemnal funding but receives all its financing from Tough Mudder Inc, its immediate patent
undertaking. Without the suppott of its parent undettaking the gtoup would not be a going concern. The directots
have prepated a cash flow forecast for the patent company, Tough Muddet Inc, that indicates that general wotking
capital requirements ate likely to requite futther funding within the next 12 months. The success of previous
funding initiatives to the parent, supports the directors’ reasonable expectation that Tough Mudder Ltd will have
sufficient resources to continue in operational existence throughout this pedod.

The parent undettaking has agreed to continue providing suppott to enable the company to meet all of its liabilities.
Amounts advanced ate interest free, have no fixed terms of repayment, and ate tepayable upon demand. Tough
Muddes Inc has confirmed to the ditectots of Tough Mudder Ltd that it will not recall any funding until such a
time as the company is able to tepay these amounts without prejudicing its ability to pay its other liabilities as they
fall due.

The ditectors have concluded that the combination of these citcumstances tepresent a tnaterial uncertainty that
casts significant doubt upon the company's ability to continue as a going concern and, therefore, that it may be
unable to realise its assets and discharge its liabilities in the ordinary coutse of business. Nevestheless after making
enquires, and considering the uncertainties described above, the ditectors have a reasonable expectation that the
company has adequate resoutces to continue in operational existence for the foreseeable future. For these reasons,
they continue to adopt the going concern basis in prépating the annnal report and accounts.

This teport was approved by the boatd on \J\Q\S 7 ) 720\9 and signed on its behalf.

yI€ McLaughlin
Ditector




Tough Mudder Limited

Directot's report
For the year ended 31 December 2017

The directors present their report and the financial statements for the year ended 31 December 2017.

Director's responsibilities statement

The ditectors ate responsible for preparing the Strategic Repott, the Ditectot's Repott and the financial statements
in accotdance with applicable law and regulations.

Company law requires the directors to prepate financial statements for each financial year. Under that law the
ditectors have elected to prepare the financial statements in accordance with applicable law and United Kingdom
Accounting Standards (United Kingdom Generally Accepted Accounting Practice), including Financial Reporting
Standard 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 it gives a true and fair view
of the state of affairs of the Company and the Group and of the profit ot loss of the Group for that period. In
prepating these financial statements, the ditectors ate tequited to:

. select suitable accounting policies for the Group's financial statements and then apply them consistently;
. make judginents and accounting estimates that are reasonable and prudent;
. state whether applicable UK Accounting Standards have been followed, subject to any matetial departures

disclosed and explained in the financial statements;

. prepate the financial statetnents on the going concern basis unless it is inappropriate to ptesutne that the
Group will continue in business.

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

Results and dividends

The profit for the yeat, after taxation, amounted to £410,515 (Unaudited 2016: £383,352).

No dividend has been proposed or paid during the year (2016: £nil).

Director

The director who served dusing the year was:

W T Dean (Resigned 21/12/2018)

Disclosure of information to auditor

The ditectots confirms that:

. so far as they ate awate, thete is no relevant audit information of which the Company's and Group’s auditor
is unawate, and



Tough Mudder Limited

Directot's report
For the year ended 31 December 2017

. they have taken all the steps that they ought to have taken as ditectots in ordes to make themselves be awate
of any relevant audit information and to establish that the Company's and Group’s auditor is aware of that

information.
Post balance sheet events
Thete have been no significant events affecting the Company since the year end.

Auditor

The auditot, Grant Thotnton UK LLP, will be proposed for reappointment in accordance with section 485 of the
Companies Act 2006.

This teport was approved by the board on Mau 2 20\ and signed on its behalf.
P pp y ks \ gn

e McLaughlin
Ditectot




GrantThornton

Independent auditor's report to the members of Tough
Mudder Limited

Opinion

We have audited the financial statements of Tough Mudder Limited (the ‘patent company’) and its subsidiaries (the
‘group’) for the year ended 31 December 2017, which comprise the Consolidated income statement, Consolidated
statement of financial position, Company statement of financial position, Consolidated statement of changes in
equity, Company statement of changes in equity, Consolidated statement of cash flows and notes to the financial
statements, including a summary of significant accouating policies. The financial teporting framewotk that has been
applied in theit ptepatation is applicable law and United Kingdom Accounting Standards, including Financial
Repotting Standard 102 The Financial Reporting Standard applicable in the UK and Republic of Ireland’ (United
Kingdom Generally Accepted Accounting Practice).

In our opinion, the financial statements:

e give a true and fait view of the state of the group’s and of the patent company’s affairs as at 31 December 2017
and of the group’s profit for the year then ended;

¢ have been properly prepated in accordance with United Kingdom Generally Accepted Accounting Practice; and

¢ have been prepared in accotdance with the requitements of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with Intetnational Standards on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibilities under those standards are further described in the “Auditot’s responsibilities for the audit
of the financial statements’ section of our fEport. We are independent of the group and the 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 Standatd, and we have fulfilled our other ethical responsibilities in accordance with
these tequitements. We believe that the audit evidence we have obtained is sufficient and apptopriate to provide a
basis for out opinion.

Other matter - prior year financial statements unaudited

The group did not prepare consolidated financial statements for year end 31 December 2016 and these financial
statements wete not audited. Accotdingly, the corresponding figutes for the year ended 31 Decembet 2016 ate
unaudited.

Material uncertainty related to going concern

We draw attention to note 2.1 in the financial statements, which indicates that the company incutred a net profit of
£410,515 during the year ended 31 December 2017 and, as of that date, the group’s current liabilities exceeded its
total assets by £306,951. As stated in note 2.1, these events or conditions, along with the other mattess as set forth
in note 2.1, indicate that a matetial uncertainty exists that tnay cast significant doubt on the company’s ability to
continue as a going concern. Qur opinion is not modified in respect of this matter.
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GrantThornton

Independent auditot's report to the members of Tough
Mudder Limited

Other information
The directors ate responsible for the othet information. The othet information comprises the information included

in the annual repott, other than the financial statements and our auditot’s teport thereon. Our opinion on the
financial statements does not covet the other information and, except to the extent otherwise explicitly stated in
out teport, we do not express any form of assurance conclusion theteon.

In connection with our audit of the financial statements, our tesponsibility is to read the other information and, in
doing so, consider whether the other information is matesally inconsistent with the financial statements or out
knowledge obtained in the audit ot otherwise appeats to be matedally misstated. If we identify such matedal
inconsistencies or apparent material misstatements, we are required to determine whether thete is a materal
misstatement in the financial statements or a material misstatement of the other information. If, based on the work
we have petformed, we conclude that there is a matetial misstatement of this othet information, we ate tequired to

repott that fact.
We have nothing to repott 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’ repott for the financial year for which the
financial statements ate prepared is consistent with the financial statements; and
o the strategic tepost and the directots’ repott have been prepated in accordance with applicable legal

requirements.

Matter on which we are required to report under the Companies Act 2‘605’“ »
In the light of the knowledge and understanding of the group and the patent company and its environment
obtained in the course of the audit, we have not identified material misstatements in the strategic report ot the

directots’ report.

Matters on which we are required to report by exception
We have nothing to tepott in tespect of the following matters in relation to which the Compadnies Act 2006 tequites

us to repott to you if, in our opinion:

¢ adequate accounting records have not been kept by the parent company, ot tetutns adequate for our audit
have not been received from branches not visited by us; or

¢ the patent company financial statetnents are not in agteement with the accounting records and retutas; ot

e certain disclosutes of ditectors’ retnuneration specified by law are not made; ot

e we have not received all the information and explanations we requite for our audit.

Responsibilities of directors for the financial statements

As explained mote fully in the ditectors’ responsibilities statement, the ditectors ate responsible for the preparation
of the financial statements and for being satisfied that they give a true and fait view, and for such intetnal control as
the directors determine is necessary to enable the preparation of financial statements that are free from material

misstatement, whether due to fraud ot error.




GrantThornton

Independent auditor's report to the members of Tough
Mudder Limited

In prepariog the financial statements, the ditectors are responsible for assessing the group’s and the patent
company’s ability to continue as a going concetn, disclosing, as applicable, mattess related to going concetn and
using the going concetn basis of accounting unless the directoss either intend to liquidate the group ox the parent
company ot to cease operations, or have no tealistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Out objectives ate to obtain teasonable assurance about whether the financial statements as a whole ate free from
material misstatement, whethet due to fraud ot etrot, and to issue an auditor’s repozt that includes out 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 atise from fraud or error
and ate considered matesial if, individually oz in the aggtegate, 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: www.frc.org.uk /auditorstesponsibilities. This descdption fotmns part of ous
auditor’s repozt.

Use of our report ) )
This teport is made solely to the company’s membets, 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
mattets we are required to state to them in an auditor’s report and for no other purpose. To the fullest extent
petmitted by law, we do not accept ot assume responsibility to anyone other than the company and the company’s
membets as a body, for our aud; > Tor this teport, ot for the opinions we have formed.

A& /
Christopher Raab, ACA ~ (/#< LU TP
Senior Statutory Auditor
for and on behalf of Gtant Thornton UK LLP

Statutory Auditor, Chartered Accountants
London

=1



Tough Mudder Limited
Registered number:07202563

Consolidated inhcome statement
For the year ended 31 December 2017

Unaudited

2017 2016

Note L L

Turnover 4 15,919,906 14,091,083
Cost of sales (10,772,252) (8,801,936)
Gtross profit 5,147,654 5,289,147
Administrative expenses (4,616,135) (4,894,859)
Opetating profit 5 531,519 394,288
Interest receivable and similar income 9 12 -
Profit before tax 531,531 394,288
Tax on profit 10 (121,016) (10,936)
Profit for the yeat 410,515 383,352

There wete no items of other comptehensive income for 2017 or 2016 othet than those included in the
consolidated income statement.

The notes on pages 14 to 25 form part of these financial statements.




Tough Mudder Limited
Registered number:07202563

Consolidated Statement of financial position -
As at 31 December 2017

Unaudited
2017 2016
Note £ £
Non-current assets
Tangible assets 11 44,408 19,273
e  wen
Current assets
Debtots: amounts falling due within one year 12 13,259,339 11,032,374
Cash at bank and in hand 13 641,235 5,280,447
13,900,574 16,312,821
Creditors: amounts falling due within one year 14  (14,251,933) (17,049,560)
Net cutrent liabilities (351,359) (736,739)
Net liabilities ' (306,951) (717,466)
Capital and resetves
Called up share capital 16 100 100
Profit and loss account 17 (307,051) (717,566)
Shareholders’ deficit (306,951) — (117466}

The financial statements on pages 14 to 25 were approved by the board of directots and were signed on its behalf.

yle McLaughlin
Director




Tough Mudder Limited
Registered number:07202563

Company Statement of financial position
As at 31 December 2017

Restated
2017 2016
Note £ £
Non-cuttent assets
Tangible assets 11 44,408 19,273
Investments 21 21,371 21,371
65,779 40,644

Curtent assets
Debtots: amounts falling due within one yeat 12 9,900,501 9,175,606
Cash at bank and in hand 13 500,747 5,048,352

10,401,248 14,223,958
Creditors: amounts falling due within one year 14 (10,910,025) (15,055,290)
Net curtent liabilities (508,777) (831,332)
Net liabilities (442,998) (790,688)
Capital and resetves
Called up share capital 16 100 100
Profit and loss account 17 : (443,098) (790,788)
Shareholdets’ deficit (442,998) —_ (790.688)

The financial statements on pages 14 to 25 were approved by the board of ditectors and wete signed on its behalf.

Director
Date: 2. l Si120\&

10




Tough Mudder Limited
Registered number:07202563

Consolidated Statement of changes in equity
Fot the year ended 31 December 2017

Called up Profit and
shate capital loss account Total equity

£ £ £
At 1 January 2017 4 100 (717,566) (717,466)
Comptrehensive income for the year
Profit for the year - 410,515 410,515
At 31 December 2017 100 ___ (307,051) __ (306951)

Consolidated Statement of changes in equity
For the yeat ended 31 December 2016 (Unaudited)

Called up Profit and
shate capital loss account Total equity

£ £ £
At 1 January 2016 100  (1,100,918)  (1,100,818)
Comprehensive income for the yeat
Profit for the year - 383,352 383,352
At 31 Decembert 2016 ' 100 (717,566) (717.466)

11



Tough Mudder Limited
Registered humber:07202563

Company Statement of changes 1n equity
Por the year ended 31 December 2017

Called up Profit and
share capital loss account Total equity

£ £ £
At 1 January 2017 100 (790,788) (790,688)
Comptehensive income for the yeat
Profit for. the year - 347,690 347,690
At 31 Decembert 2017 100 (443,098) _ (442,998)

Company Statement of changes in equity
For the year ended 31 December 2016

Called up Profit and
shate capital loss account Total equity

‘ £ 4 £
At 1 Januaty 2016 100 (1,155,170)  (1,155,070)
Comprehensive income fot the yeat
Profit for the yeax - 364,382 364,382
At 31 December 2016 100 (790,788) ___ (790,688)

12




Tough Mudder.Limited
Registered number:07202563

Consolidated Statement of cash flows
For the yeat ended 31 Decembet 2017

Consolidated statement of cash flows
Fot the yeat ended 31 December 2017

Cash flows from operating activities
Profit for the financial yeat
Adjustments fot:

Depreciation of tangible assets
Investment in Tough Mudder GmbH
(Increase) in debtors
{Dectease)/inctease in cteditors

Net cash used in operating activities

Cash flows ftom investing activities
Putchase of tangible fixed assets
Net cash used in investing activities

Cash flows from financing activities
Net cash from financing activities

Net (decrease) in cash and cash equivalents
Cash and cash equivaleats at beginning of year
Cash and cash equivalents at end of year

31 December 31 December
2017 2016
£ £
410,515 383,352
16,843 14,215
- (21,371)
(2,226,966) (5,876,788)
(2,797,627) 5,069,224
(4,597,235) (431,368)
(41,978) -
(41,978) -
(4,639,213) (431,368)
5,280,447 5,711,815
641,234 5,280,447

13



Tough Mudder Limitz_ed

Notes to the financial statements
For the year ended 31 December 2017

General information

Tough Mudder Ltd is a Prvate Limited Company, limited by shares and incorporated in England. The
registeted office is 125 Wood Street, London, EC2V 7AW, Its registered number is 07202563. The principal
activity of the entity duting the yeat was the otganising and hosting of 10-12 mile obstacle coutse mud runs
around the United Kingdom. The financial statements have been prepared in pound stetling (£}, which is also
the functional cuttency of the group.

Accounting policies

2.1 Going Concern

The directors have prepated the financial statements on the going concern basis. The directors
acknowledge that uncertainty exists over the ability of the Group to meet its funding requirements despite
having incutted a net profit for the yeat of £410,515 and the Group’s curtent liabilities exceeded its total
assets by £306,951.

The group has no external funding but receives all its financing from Tough Mudder Inc, its immediate
patent undettaking. Without the suppott of its patent undertaking the group would not be a going
concetn. The directors have prepared a cash flow forecast for the parent company, Tough Mudder Inc,
that indicates that general working capital requirements are likely to require further funding within the
next 12 months. The success of previous funding initiatives to the parent, supports the directors’
reasonable expectation that Tough Mudder Ltd will have sufficient resoutces to continue in operational
existence throughout this pedod.

The patent undertaking has agreed to continue providing suppott to enable the company to meet all of
its liabilitles. Amounts advanced ate intetest free, have no fixed terms of tepayment, and are repayable
upon demand. Tough Mudder Inc has confirmed to the directots of Tough Mudder Ltd that it will not
recall any funding until such a time as the company is able to repay these amounts without prejudicing its
ability to pay its other liabilities as they fall due.

The directors have concluded that the combination of these circumstances reptesent a matetial
uncertainty that casts significant doubt upon the company's ability to continue as a going concern and,
therefore, that it may be unable to realise its assets and discharge its liabilities in the otdinary course of
business. Nevertheless after making enquiries, and considering the uncertainties described above, the
ditectots have a teasonable expectation that the company has adequate resoutces to continue in
operational existence for the foreseeable futute. Fot these teasons, they continue to adopt the going
concern basis in prepating the annual report and accounts.

14




.Tough Mudder Limited . .

Notes to the financial statements
Fot the yeat ended 31 December 2017

2.

Accounting policies (continued)

2.2 Basis of ptepatation of financial statements

23

The financial statements have been prepared under the historical cost convention unless otherwise
specified within these accounting policies and in accordance with Financial Reporting Standard (“FRS”)
102, the Financial Reporting Standard applicable in the UK and the Republic of Ireland and the
Cotnpanies Act 2006.

The prepatation of financial statements in compliance with FRS 102 requires the use of certain critical
accounting estimates. It also tequires management to exercise judgment in applying the Company's
accounting policies (see note 3). :

Puor year financial statements were audited on a Tough Mudder Limited standalone basis. In 2017, the
Company has presented the financial statements consolidated with its subsidiary Tough Mudder GmbH.

The Company has taken advantage of the exemption under 5.408 of the Compénies Act 2006 and has
not presented its own Statement of comprehensive income in those financial statements. The Company’s
profit for the year, after taxation, amounted to £347,690 (2016: £364,382).

The following principal accounting policies have been applied:

Revenue

Tutnover is recognised to the extent that it is probable that the economic benefits will flow to the
Company and the tutnover can be reliably measured. Tutnovet is measuted as the fair value of the
consideration received ot teceivable, excluding discounts, tebates, value added tax and other sales taxes.
The following critetia must also be met before turnover is recognised:

Event Revenue:
Tutnover from the provision of events is recognised on the date the event occurs. Where payments are
received from customers in advance of the events, the amounts are recorded as Deferred Revenue and

included as patt of Creditors due within one year.

Sponsotship Revenue:
Tutnover from sponsorship represents tevenue from sponsozship sales and it is recognised in the yeat(s)
specified pet the temms of the sponsotship agreement.

Royalty Revenue:

The company provides sales and matketing suppott to the group and receives tutnover in accordance
with the terms of the agteement with the patent undertaking,

“ 15



Tough Mudder Limited

Notes to the financial statements
For the year ended 31 December 2017

2. Accounting policies (continued)

2.4 Tangible fixed assets

2.5

2.6

Tangible fixed assets under the cost model ate stated at historical cost less accumulated depreciation and

. any accumulated impaitment losses. Histosical cost includes expenditute that is ditectly attributable to

bringing the asset to the location and condition necessary for it to be capable of operating in the manner
intended by management.

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

Depteciation is provided on the following basis:

Construction equipment - 3 yeats
Fixtures and fittings - 3-8 yeats
Leasehold improvements - 5 yeats
Office equipment - 8 years

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

Gains and losses on disposals ate determined by comparing the proceeds with the cattying amouat and
are tecognised in the Statement of comprehensive income.

Debtots

Shott tesm debtors ate measured at transaction price, less any impairment. Loans receivable are measured
initially at fair value, net of transaction costs, and are measured subsequently at amoztised cost using the
effective interest method, less any impairment.

Cash and cash equivalents
Cash is represented by cash in hand and deposits with financial institutions tepayable without penalty on
notice of not mote than 24 hours. Cash equivalents are highly liquid investments that matute in no more

than three months from the date of acquisition and that are readily convertible to known amounts of
cash with insignificant tisk of change in value

16




Tough Mudder Limited

Notes to the financial statements
For the year ended 31 December 2017

2.

Accounting policies (continued)

2.7

2.8

Financial instruments

The Company only enters into basic financial instruments transactions that result in the trecognition of
financial assets and liabilities like trade and other debtors and creditors, loans from banks and other third
parties and loans to related parties.

Debt instruments (othet than those wholly repayable or receivable within one year), if any, includiog loans
and other accounts receivable and payable, are initially measured at present value of the future cash flows
and subsequently at amortised cost using the effective intetest method. Debt instruments that are payable
ot receivable within one year, typically trade debtors and cteditots, ate measured, initially and
subsequently, at the undiscounted amount of the cash ot other consideration expected to be paid or
received. However, if the arrangements of a shott-term instrument constitute a financing transaction, like
the payment of a trade debt deferred beyond notmal business tetms or financed at a rate of interest that
is not a market rate or in case of an out-right short-term loan not at tarket rate, the financial asset or
liability is measured, initially, at the ptesent value of the future cash flow discounted at a market rate of
interest for a similar debt insttument and subsequently at amortised cost.

Financial assets that are measured at cost and amottised cost ate assessed at the end of each repotting
period for objective evidence of impainment. If objective evidence of impairment is found, an impaitment
loss is recognised in the Statement of comprehensive income.

For financial assets measured at amottised cost, the impaitment loss is measured as the difference
between an asset's cartying amount and the present value of estimated cash flows discounted at the asset's
odginal effective interest rate. If a financial asset has a variable interest rate, the discount rate for
measuring any itpaitment loss is the curtent effective intetest rate determined under the contract.

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

teporting date.

Financial assets and liabilities are offset, and the net amount reported in the Statement of financial
position when thete is an enforceable right to set off the recognised amounts and there is an intention to
settle on a net basis or to realise the asset and settle the lability simultaneously.

Creditots

Shott term creditors are measuted at the transaction price. Other financial liabilities, including bank loans,
if any, are measuted initially at fair value, net of transaction costs, and are measured subsequently at
amottised cost using the effective interest method.

17



Tough Mudder Limited

Notes to the financial statements
Fot the year ended 31 December 2017

2,

Accounting policies (continued)

2.9 Operating leases: the Company as lessee

Rentals paid under operating leases ate chatged to the Statement of comprehensive income on a straight
line basis over the lease term.

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

2.10 Pensions

Defined contribution pension plan

. The Company operates a defined contribution plan for its employees. A defined contrbution plan is a

pension plan under which the Company pays fixed contributions into a separate entity. Once the
conttbutions have been paid the Company has no further payment obligations.

The contributions are tecognised as an expense in the Statement of comprehensive income when they
fall due. Amounts not paid ate shown in accruals as a liability in the Statement of financial position. The
assets of the plan ate held sepatately from the Company in independently administered funds.

2.11 Intetest income

Interest income is recognised in the Statement of comptehensive income using the effective interest
method.

2.12 Provisions for liabilities

Provisions ate made where an event has taken place that gives the Company a legal ot constructive
obligation that probably requites settlement by a transfet of economic benefit, and a reliable estimate can
be made of the amount of the obligation.

Provisions are charged as an expense to the Statement of comprehensive income in the year that the
Company becomes awate of the obligation, and are measured at the best estimate at the Statement of
financial position date of the expenditure tequired to settle the obligation, taking into account relevant
tisks and uncettainties.

When payments ate eventually made, they are chatged to the provision cattied in the Statemeat of
financial position.
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2,

3.

Accounting policies (continued)
2.13 Cuttent and deferted taxation

The tax expense for the yeat comptises curtent and deferred tax. Tax is recognised in the Statement of
comptehensive income, except that a chatge attdbutable to an item of income and expense recognised as
othet cotnprehensive income ot to an item recognised directly in equity is also recognised in other
cotnptehensive incotmne or directly in equity respectively.

The curtent income tax chatge is calculated on the basis of tax rates and laws that have been enacted or
substantively enacted by the reporting date in the countties whete the Company operates and generates
incotne.

Deferred tax balances are recognised in respect of all timing differences that have originated but not

reversed by the Statement of financial position date, except that:

. The recognition of defetred tax assets is limited to the extent that it is probable that they will be
recovered against the reversal of deferred tax liabilities ot other futute taxable profits; and

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

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

2.14 Basis of consolidation

The consolidated financial statements include the financial statements of Tough Mudder Ltd and its
subsidiary, Tough Mudder, GmbH as of 31 December 2017.

2.15 Restatement

In previous years, the investment in Tough Muddet, GmbH was not recorded within the patent company,
Tough Mudder Ltd. The previous year’s statement of financial position has been testated to teflect the
cattying value of the investment in the subsidiary.

Judgments in applying accounting policies and key sources of estimation uncertainty

There ate no matetial judgerments ox estimates in preparation of these financial statements.
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4. Turnover

An analysis of turnover by class of business is as follows:

Event tevenue
Sponsoiship revenue
Royalty revenue

Other rtevenue

Analysis of tutnover by country of destination:

United Kitigdom
Ireland

Germany

5. Operating profit

The opetating profit is stated after charging:

Depreciation of tangible fixed assets
Other operating lease rentals
Defined contrbution pension cost

Unaudited
2017 2016
£ £
12,076,454 10,571,561
2,472,012 3,122,879
1,266,306 281,739
105,034 114,904
15,919,906 __ 14,001,083
Unaudited
2017 2016
£ £
11,702,125 11,199,074
2,901 27,081
4,214,880 2,864,928
15,919,906 ___14.091.083
Unaudited
2017 2016
£ L
16,843 14,215
116,565 90,530
9,041

19,747
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6. Auditor's remuneration
Fees payable to the Company's auditor and its associates for the audit of the
Group's annual financial statements

7. Employees

Wages and salaries
Social security costs
Cost of defined contsibution scheme

The avetage monthly number of employees, including the directox, during the year was as follows:

Administration

8. Director's remuneration

Directot's emoluments

9. Interest receivable and similar charges

Other interest receivable

2017 2016

£ £
29,000 17,500
2017 2016
£ £
1,504,784 1,320,525
173,298 170,413
19,747 9,041

— 1,697,829 ___1.499979

2017 2016
No. No.
29 25
2017 2016
£ 4
445,485 329,670
445,485 329,670
2017 2016
£ £
12 -
12 R
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10. Taxation

Unaudited
2017 2016
£ £

Corporation tax
Cutrent tax on profits for the year 121,016 10,936
Total current tax ' 121,016 10,936

Factors affecting tax charge for the year

The tax assessed for the year is higher (2016 - lowes) the standard rate of corporation tax in the UK of 20%
(2016 - 20%). The differences ate explained below:

Unaudited

2017 2016

£ L

Profit on ordinaty activities before tax 531,531 394,288
Profit/(loss) on otdinaty activities multiplied by standatd rate of corporation

tax in the UK of 20% (2016 - 20%) 106,306 78,858

Effects of:
Utilization of prior year net operating loss 14,710 67,922
Total tax charge for the year 121016  _ 10936

Factors that may affect future tax charges

There were no factots that may affect the tax chatge.
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11. Tangible fixed assets - Group and Company

Construction Fixtutes and Office Lease Total
equipment fittings  equipment improvement
Cost or valuation £ £ £ £ £
At 1 January 2017 20,250 40,752 11,566 - 72,568
Additions ) ) ] 41,978 41,978
20,250 40,752 11,566 41,978 114,546
At 31 December 2017 .
Depreciation
At 1 January 2017 14,850 32,498 5,947 - 53,295
Charge for the pesiod on owned 4,050 8,254 1,391 3,148 16,843
assets
: 18,900 40,752 7,338 3,148 . 70,138
At 31 December 2017
Net book value
1,350 - 4,228 38,830 44,408
At 31 December 2017
At 31 December 2016
(Unaudited) 5,400 8,254 5,619 - 19,273
12. Debtors
Unaudited
Consolidated Consolidated Company Company
2017 2016 2017 2016
£ £ £ £
Ttade debtots 1,233,578 1,503,204 1,086,555 1,417,994
Amounts owed by group undestakings 11,318,021 9,313,241 8,273,573 7,573,883
Prepayments and accrued income 707,740 215,929 540,373 183,729
13,259,339 11,032,374 9,900,501 9,175,606
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13. Cash and cash equivalents

Cash at bank and in hand

14. Creditors: Amounts falling due within one year

Ttade creditors

Amounts owed to group undertakings
Taxation and social security

Accruals and defetted income

15. Share capital

Shates classified as equity

Allotted, called up and fully paid
100- Otdinary shares of £1 each

Unaudited
Consolidated Consolidated Company Company
2017 2016 2017 2016
£ £ £ £
641,235 5,280,447 500,747 5,048,352
Unaudited
Consolidated Consolidated Company Company
2017 2016 2017 2016
£ £ £ L
540,825 293,724 439,426 219,876
6,542,310 9,837,398 4,686,775 9,257,387
703,327 559,927 594,052 423,038
6,465,471 6,358,511 5,189,772 5,154,989
14,251,933 17,049,560 10,910,025 15,055,290
2017 2016
£ £
100 100
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16.

17.

18.

19.

20.

21.

Reserves
Profit and loss account

Includes all current and priosr perod tetained profit and losses.

Pension commitments

The Company opetrates a defined contributions pension scheme. The assets of the scheme ate held separately
from those of the Company in an independently administered fund. The pension cost chatge represents
conttibutions payable by the Company to the fund and amounted to £19,747 (2016 - £9,041). Contsibutions
totalling £nil (2016 - £nil) were payable to the fund at the balance sheet date and are included in creditors.

Commitments under operating leases

At 31 December 2017 the Company had future minimutn lease payments undet non-cancellable operating
leases as follows:

Unaudited
Consolidated Consolidated Company Company  ~
2017 . 2016 2017 2016
L £ £ £

No later than 1 yeat 65,481 49,572 65,481 49,572
Later than 1 year and not latet 671,349 - 671,349 -
than 5 yeats

736,830 49,572 736,830 49,572

Controlling party

The group is a wholly owned subsidiary of Tough Mudder Inc. The immediate and ultimate pateat
undestaking and controlling pazty is Tough Mudder Inc, a company incorporated in the USA.

Related Party Transactions

There are no related party transactions to teport as pet the requitements of FRS 102.

Subsidiary undertakings
The following were subsidiary undertakings of the Company:

Name Class of shates Holding Principal activity
Tough Mudder GmBH Otdinaty - Germany 100% Otganising and hosting 10-12 mile

obstacle coutse mud runs

The registered office for Tough Mudder GmBH ia Hegelplatz 1, 10117, Bedin, Geunany
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