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Fossil (UK) Limited
Registration number: 03062442
Strategic Report for the Period from 31 December 2017 to 29 December 2018

The directors present their strategic report for the period from 31 December 2017 to 29 Decomber 2018,

Principal activity

The pnncipal activity of Fossil (UK) Limited (“the Company”) is the wholesale distribution of fashion
accessorics in the UK and Ireland aud the retailing of those accessories in concessions, onling and owned
bouhqucs

The Company is a wholly owned subsidiary of Fossil (UK) Holdings Limited and operates as part of Fossil
Group Inc, (thc Company's ultimate parent company) retail and distribution network. :

Fair revicw of the busihess

During the périod, the Company made a profit for the financial period of £3.2m (2017: £25m) which includes
the impact of reversing £1.0m of impairment chargés which had bcen ovcr-rccogmscd in error in previous
periods. The directors have considered the impact of this error and concluded that it is not material to the
financial statements and have therefore corrected this error in the current year. If it had been corrected
retraspectively it would have increased profit before tax in the year to 30 December 2017 by £0.3m and
mereased retained eamnings at 31 December 2016 by £0.7m.

‘The amount also appears as a *‘Corrcction of prior period impairment crror’ in the PPE table in Note 12.

The results of the Company for the period are sct out in the Statement of Oomprchqr‘jusi vc Income on page 10.
Total assets were £35m (2017: £66.5m) with cash £3.6m (2017: £23.2m). Liabilities were £13.3m (2017:
£47.6m).

Markets and customer behaviour is changing, and along with increasing competition and complexity in the
market that can have an effect on revenue and profit.. As a result of thesé changes during the period we closed
one store as well as-our House of Frascr concessions business in October 2018.

The Company's products continue to be in dcmand and the directors anticipate that this trend will continue for
the foreseeable future. The Company will continue with its globalisation process to bring consistency and
automation to processes which will control overheads. Over recent years we’ ve centralised processes within our
Shared Service Centre. in Germany, such as Accounts Payable, Bankmg. Credit Contro! and Stores
Administration. This has allowed us to standardise processes as well as investing in technology (for cxamplc AP
Automauon, Auto-Bank, RPA) which incréases efficiency and reduces overheads in terms of staff levels: The
directors consider the position of the Company to be satisfactory at the period end.

During the year, further work has bieen performed to assess the cxpected level of markdown allowances which
are, in certain cnrcumstanccs, agrccd with wholesale custornérs subscquenl to the point | in time when the revenue
is recognized. As a result, management have refincd the current revenue recogmnon pollcy to reflect an estimate
of the expec\ed markdown when the revenuc is recozmzcd Further details are included in the accounting policy
note on page 14. The impact in 2018 is a reduction in revenue by £0,6m. (n addition, managemeni has refined its
accounting policy rclatmg to marketing cost rccharged by-the cooperative stores. As the marketing cost is not
‘separable from sales, it is. considercd appropriatc lo treat the current year cost of £1.8m as a reduction to
turnover. The prior year comparatives have not becn.-restated as the Directors are satisfied that the équivalcnt
adjustmeit (£2.1m reduction to administrative expenses and turnover) is not material to the fi nancial statements
including no impact on key metriés including operative profit, profit before tax or net assets.
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Fossil (UK) Limited
Registration number: 03062442

Strategic Report for the Period from 31 December 2017 to 29 December 2018 (continued)

Key performance indicators

Fossil Group Inc. manages its operations on a divisional basis. For this reason the directors believe that further
key performance indicators for the Company are not necessary or appropriate for an understanding of the
development, performance or position of the business. The performancc of the international divisions of Fossil
Group Inc., which includes the Company, is discussed in the group’ s Annual Report, which does not form part
of this report.

Principal risks and uncertaintfes

Competitive pressure in the UK is a continuing risk for the Company as well as continuing uncertainty around
the Brexit process affecting consumer confidence. The Company manages this risk by provtdmg a wide
portfolio of products, added value services to its customers, having fast responsc times not only in supply of
goods but in handling all. customer queries and by maintaining close relationships with customers.

As the wearable technology industry expands we face competition from technology brands, as well as from
established traditional watch manufacturers that have launched wearablc technology products. However we
believe our design, branding, significant scale and distribution are strong competitive advantages. Cur ability to
identify and respond to changing fashion trends and consumer preferences, to maintain existing relationships
and develop new relationships, to deliver quality merchandise in a timely manner, to manage the retail sales
process, and to continue to integrate technology into our business model are important factors in our ability to
compete,

The Company docs not use derivative financial instruments for speculative purpases.

Cash flow ;'lsk

The Company’s sales in Ireland are made in Euros and it is therefore exposed to the movement in the Euro to
British Pound exchange rate. The levels of risk associated with these sales in Euros are not material. The
Company purchases all of its inventory needs from FGE (Fossil Group Europe) in sterling and is not exposed to .
exchange rate movements. -

Credit risk

The Corapany’s principal financial asscts are bank balances and cash and dcbtors Sincc thc Company became a
limited risk distributor, its credit risk is bormne by FGE.

Liquidity risk

In order to maintain liquidity to ensure that sufficient funds are available for ongoing operations and future
developmentq the Company uses short-term debt finance funded by a European group cash pool.
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Fossil (UK) Linited
Registretion number: 03062442
Strategic Report for the Period from 31 December 2017 to 29 December 2018 (continued)

Future developments

The future developments of the Company are in line with the Fossxl Group inc. global strategy as a whole and
details can be found on the Fossil Group lnc website fo ir :
Company to oontmue wnh a consistent and stsble performance for the fou'eseeablc future
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Fossil (UK) Limited
Registration number; 03062442
Directors' Report for the Period from 31 December 2017 to 29 December 2018

The directors present their report and the audltcd financial statements for the period from 31 December 2017 to
29 December 2018.

Future developments

Details of future devclopments can be found i in the Strategic Report on page 3 and form part of this report by
cross-reference.

Results and Dividends

The profit for the period, after taxation, is £3.2m compared with the 2017 profit of £2.6m. There was an interim
dividend of £nil (2017; £16m) during the period. The dircctors recommend a final dividend payment of £Nil
(2017: £Nil) in respect of the financial period ended 29 December 2018.

Dircetors of the Compaany
The directors who held office durmg the peﬂod and to the date of this report were as follows:

R Collins

C Matt (resigned 29 January 2019)

A Nigro

A Panter (appointed 29 August 2019)

Charitable and Political donations

During the period the Company made charitable donations of £tk (2017: £1k), principally to local charities
serving the communities in which the Compauny operates.

Employment of disabled persons

Applications for employment by disabled persons are always fully considered, bearing in mind the abilities of
the applicant concerned. In the event of members of staff becoming disabled every effort is made to ensure that
their employnient with the Company continues and that appropriate training is arranged. It is the policy of the
Company that the training, career development and promotion of disabled persons should, as far as possible, be
identical to that of other employees.

Climate change

Climate change is not seen as a principal risk to the business, although the Company recognises that all
individuals and organisations have a role to play in addressing this important issue. Over recent years we have
taken such steps as reduce the number and frequency of business trips including flights, instead investing in
video technology for meetings and conferencing. We've also recently initiated a working from home policy,
thercby reducing commuting and in turn carbon emissions.

Going Coancern

The Company has a well-¢stablished position in the market place backed by a considerable portfolio of
recogniscd and diversified brands.

The Company has obtained support from Fossil Group Inc. confirming that they will guarantee that Fossil (UK)
Limited will be able to meet all obligations as thcy fall duc for at least 12 months from the date of signing these
financial statements.

After making enquiries, the Directors have 4 reasanable expectation that the Company and the Group have
adequate resources to continue to adopt the going concern basis in preparing the financial statements.
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Fossil (UK) Limited
Reglstraﬁon number: 03062442
Directors' Report for the Period from 31 December 2017 to 29 Deccmber 2018 (continped)

Employee Consultation

The Company places considerable velue on the involvement of its employees and has continued to keep them
informed on matters affecting the performance. of Fossil Group Inc., FGE and the Company. This is echieved
through formal and infarmal meetings and the intranet. Employee representatives are consulted regularly on a
range of matters affecting their current and Ruture interests. This framework of employee information and
consultation complies with the requirements of the [nformation and Consultanon of Employees Regulations
2004,

Details of the number of employees and related costs ¢an be found at note 7 on the financia) statements.

.Matters covered in the strategic report

The Company has chosen in accordance with Companies Act 2006, s414C (11) to set out in the Company’s
strategic report information required by Schedule 7 to the Large and Medium-sized Companies and Groups
(Accounts and reports) Regulations 2008 certain matters which are required to be disclosed in the directors®
report have been omitted as they are included in the strategic report on pages 2 and 3. These matters relate to the |
principal activity, fair revicew of the Company’s business, koy performance indicators and principal risks and
uncertainties.

Disclosure of Information to the auditor

Each of the persons who is a director at-the date of approval of this report confirms that:

s 5o far as the director is aware, there is no relevant audit information of which the Company's auditor is
unaware; and .

e thedirector has taken all the steps that he ought to have taken as a director in order to make himself aware
of any relevant audit information and to-establish that the company's aiuditor i§ aware of that informatiori.

This confirmation is given and should be interpreted in accordance with the provisions of s418 of the
Companies Act 2006.

Reappointment of auditor

Deloittc LLP have expressed their willingness to-continue in office as an auditor and a rosolunon to reappoint
them will be proposed at the forthcoming Annual General Mecting.

R Collins
Director

Page 6



Fossil (UK) Limited _
Registration number: 03062442
Statement of Directors' Responsibilities

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 the
directors have elected to preparé the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United ngdom Accounting Standards and apphwble law), including FRS 102
“the Financial Reporting Standard applicable in the UK and Republic of lreland”. 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 statc of affairs of the Company and of the profit or loss of the Company for that period. In preparing these
financial statements, the directors are required to:

+ select suitable accounting policies and apply them consistently;
» make judgements and accounting estiinates that are reasonable and prudent;

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

» preparc the financial statements on the going concern basis unless it is mappropnatc to presumc that the
Company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
Company's transactions and disclose with reasonable accuracy at any time the financial position of the Company
and enable them to ensure that the financial statements comply with the Companies Act 2006. They are also
responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the prevention
and detection of fraud and other irregularities:
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Fossil (UK) Limited
 Registration number: 03062442
[ndependent auditor’s report to the members of Fossil (UK) Limited

Report on the audit of the financlal statements

Opinion
In our opinion the financial statements Fossil (UK) Limited (the ‘company’):

s givea true and fair view of the state of the company’s affairs as at 29 December 2018 and of its proﬁt
for the period then ended;

o havebeen properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice including Financial Reporting Standard 102 “The Financial Reporting Standard applicable in
the UK and Republic of Iroland™; and

* have been preparcd in accordance with the requirements of the Companies Act 2006,

We have audited the financial statements which comprise:

the statement of comprehensive income; -
the statement of financial position;

the statement of changes in equity;

the related notes 1 to 27,

The financial reporting framework that has been applied in their preparation is apphcable law and United
Kingdom Accounnng Standards, mcludmg Financial Reporting Standard 102 “The Financial Reporting
Standard applicable in the UK and Republic of Ireland” (United Kingdom Generally Accepted Accounung
Practice).

Basis for opinion
We conducted our audit in accordance with Jnternauonal Standards on Auditing (UK) (ISAs (UK)) and

applicable law. Our responsibilities under those standards are further described in the auditor's responsibilities
for the audit of the financial statements scction of our report.

We are independent of the company in accordance with the ethical requirements that are relevant to our audit of
the financial statements in the UK, inclugding the FRC's Ethical Standard, and we have fulfilled our other cthical
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 are required by ISAs (UK) to report in respect of the followmg matters where:

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

¢ the directors have not discloscd in the financial statements any identificd material uncertainties that
may cast significant doubt about the company’s ability to continue to adopt the going concemn basis of
accounting for a period of at least twelve months from the date whcn the financial statements are
authorised for issue.

We have nothing to report in respect of these matters,
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Fossil (UK) Linmited
Registration number: 03062442
Independent auditor’s report to the members of Fossil (UK) Limited (contmued)

Other information

The dircctors are responsible fox the other information. The other information comprises the information
included in the annual report, other than the financial statements and our auditor’s report thereon. Our opinion
on the financial statements does not cover the other information and, except to the cxtent otherwise explicitly
stated in our report, we do not express any form of assurance conclusion thereon.

In conncction 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 statcments or a material misstatement of the other information. If, based on the
work we have performed, we conclude that there is a maierial misstaternent of this other mformatlon we are
required to report that fact.

We have nothing to rcport in respect of these matters.

Responsibilities of directors
As explained more fully in the directors’ responsibilities statement, the directors are respousible for the

preparation of the financial statements and (or beitig satisficd that they give a true and fair view, and for such
intemal control as the dircctors determine is necessary to enablc the preparation of financial statements that arc
free from material misstatcment, whether due to fraud or error. :

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

Auditor’s responsibilitics for the audit of the financial statcments
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free

from material misstalement, whether due to fraud or error, and to issue an auditor's report that includes our
opinion. Reasonablc assurance is a high level of assurancc, but is not a guarantee that an audit conducted in
accordance with ISAs (UK) will always detect a material misstatement when it exists. Misstalements can arise
from fraud or error and arc considcred material if, individually or in tho aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

A fu:ther descn'ptlon of our r&sponsibllitncs for the aud:t of' lhe !'nanclal statcmcnts is located on the Punanmal

auditor’s report.
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Fossil (UK) Limited
Registration aumber: 03062442
Independent auditor’s report to the members of Fossil (UK) Limited (continued)

Report on other legal and regulatory requiremeats

Oplmons on other matters prescribed by the Companies Act 2006
In our opinion, based on the wark undertaken in the course of the audit

¢ the information given in the strategic report and the directors® report for the financial period for which
the financial statements are prepared is consistent with the financial statements; and

o the strategic report and the directors® report have been prepared in accordance with applicable legnl
requirements,

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

Matters on-which we are required to report by exception
Under the Companies Act 2006 we are required lo report in respect of the following matters if, in our opinion:

¢ adequate accounting records have not been kept, or returns adequate for our audit have not been
received from branches not visited by us; or
the financial statements are not in agrecment with the accounting recards and refurns; or
certain disclosures of directors® remuneration specified by law arc not made; or
we have not received all the information and explanations we require for our audit.

We have nothing to report in respect of these matters.

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 undértaken so that we might state to the company’s members
those matters we arc 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.

.............................................

Kate Walte FCA (Semor Statutory Auditor)
For and on behalf of Deloitte LLP.
Statutory Auditor

St Albans

United Kingdom

26 November 2019
Date: oiieiininieiivneimesenresisinnnns eieearenne
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Fossil (UK) Limited
Registration number: 03062442
Statement of Comprehenslve Inicome for the Perlod from 31 December 2017 to 29 December 2018

Turnover

Cost of sales

Cross proﬁt

Distribution costs
Administrative expenses
Opemt%ng profit-

Other ixlterwt receivable and similar income
Interést payable and similar charges

Profit before tax
Taxation

Profit for the financial period

31 December 2017 to

1 January 2017 to 30

29 December 2018 December 2017
Note £000 £000

3 91,419 115,237
(53,204) (71,096)
38,215 44,141
(3,190) (5,005)
. (30.973) _(35,736)
4052 3,400
5 24 - 27
6 . @ @
e 20 B
4 4,072 3,425
100 (899) __(187)
317 2,638

The above results were derived from continuing operations.

Accordingly, no separate statement of other cbmpreheﬁsi\‘fe income hds been presented.

The notes-on pages 14'to 31 form an intégral part of thesé financial statéments,
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Fossil (UK) Limited
Reglstration number: 03062442
Statement of Financial Position as at 29 December 2018

29 December 2018 ' 30 December 2017

Note £000 £000
Fixed assets :
Intangible assets 11 ‘ 5 : 33
Tangible assets . 12 - ' 5,044 _ 6,606
15,049 6,639
Current assets
Stocks 13 6,952 : 9,539
Debtors 14 - 19,403 27,153
Cash at bank and in hand 3,611 B . 23,183
- 129,966 159,875
Credilors: Amounts falling dug
within one year 15 C (13,259) (47,649)
Net current assets 16,707 " , 12,226 -
‘Total assets less current liabilities 21,756 ' - 18865
Creditors: Amounts falling due after ’
more than once year 15 : (490) (812)
Net aszets 21,266 ' A ’ 18,053
Capit’al an_«‘i reserves
Share capital 19 , 50 50
Profit and loss account 20 . 2,216 L . 18,003
Total equity g . 21,266 18053
Approved and authorised by the Board on 26/1.1/2019. and signed on its behalf by:

R Collins
Director

Thié notés on pagcs 14 to 31 form an integral part of these finéncial statéments. -
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Fossil (UK) Limited -
Registration number: 03062442
Statement of Changes in Equity for the Period from 31 December 2017 to 29 December 2018

Note Share capital Retained earnings Total

£ 000 £ 000 £000
At 1 Janudry 2017 A 50 31,339 31389
Profit for the period = 2638 . . 2638
Total comﬁrehensive income - 2,638 \ 2,638
Dividends paid 23 : ’ - . (15,988) (15,988)
Share hased payment transactions 22 _ _ - 14 o 14

At 30 December2017 _ , sO 18,003 . 18,053

Sharo capital Retained earnings ~ Total

, £000 £000 £000
At 31 December 2017 ... s ... 18003 _ . . 18053
Profit for the period . . 31m . 3,177
Total comprehensive income ' - 3,177 . 3,177
Share based payment transactions 22 R .36 » .36
At 29 December 2018 o s0 21216 21,266

The notes on pages 14 to 31 form an integral part of these financial statements.
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Fossil (UK) Limited

Notes to the Financial Statements for the Period from 31 December 2017 to 29 December 2018

I Geaeral information

The Company is a private company limited by: share capital incorporated in the United Kingdom under the
Companies Act 2006 and registered in Bngland and Wales, United Kingdom.

The address of its registered office is:
Featherstone House

Featherstonc Road

Wolverton Mill

Milton Keyncs

Buckinghamshire

MK12 5TH

2 Accounting policies

Summary of significant accouating policies and key accounting estimates

The principal accounting policies applied in the preparation of these financial statements are sct out below.
These policies have been consistently applied to all the periods presented, unless otherwise stated.

. Statement of compliance

These financial statements were prepared in accordance with Financial Reporting Standard 102 ‘The Financial
Reporting Standard epplicablc in the UK and Republic of Ireland'.

The Company has taken advantage of the following disclosure cxemptions in preparing these financial
statements, as permitted by FRS 102 "The Financial Reporting Standard applicable in the UK and Republic of
Ireland": :

« the requirements of Section 4 ‘Statement of Financial Position’ to present a reconciliation of the number of
shares outstanding at the beginning and at the end of the period;

- the requirements of Section 7 ‘Statement of Cash Flows® and Sectwn 3 *Financial Statement Presentation’ to
presont a cash flow and related notes;
-~ the disclosure requirements of Section 11 ‘Basic Financial Instruments® and Section 12 ‘Other Financial
Instruments tssues’; and

- the requirement of Secction 33 ‘Related Party Disclosures’ Paragaph to disclose the total remuneration of key
management personnel.

For the disclosure exemption in Section 11 and Section 12, the equivalent disclosures are included in the
consolidated financial statements of Fossil Group Inc. and these financial statements may be obtained from 901
8. Central Expressway, Richardson, Texas 75080, USA.

Page 14



Fossil (UK) Limited

Notes to the Financial Statements for the Period from 31 December 2017 to 29 December 2018

2 Accounting Policies (continued)

Basis of preparation
These financial statements have been prepared using the historical cost convention.

The financial statements have been prepared under the historical cost convention and in accordance with
Financial Reporting Standard 102, the Financial Reporting Standard applicable in the United Kingdom and the
Republic of Treland and the Companies Act 2006.

The preparation of financial ‘statcments in compliance with FRS 102 requires the use of certain critical
accounting estimates. It also requires management to exercise judgément in applying the Company's eccounting
policies..

The functional currency of the Company is considered to bc pounds sterling because that is the currency of the
primary cconomic environment in which it opcrates. Foretgn operalions are included in accordance with the
policies set out below.

Going concern

The Company has a well-established position in the marketplace backed by a considerable portfolio of
rccognised and diversified brands. The Company’s activities are described above. Despite the current uncertain
macro-economic conditions, the directors believe that the Company is well positioned to manage and control the
busincss risks which it faces. The Company trades on an LRD (Limited Risk Distributor) concept and therefore
has a stable income stream due to the guarantced margin from Fossil Group Europe GmbH (FGE). The
Company manages its liquidily needs through a bank pooling facility. : .

Fossil (UK) Limited has obtained support from Fossil Group Inc. confirming that thcy will guarantee that Fossil
{UK) Limited will be able to meet all obligations as they fall due for at least 12 months from the date of signing
these financial statements.

After makmg enquiries, the directors have a rcasonable expectation that the Company has adequate resources to
continue in operahonal existence for the foreseeable future. Accordingly, they continue to adopt the going
concern basis in preparing the financial statements.

Revenue recognition

Wholesale income

The Company operales in the wholesale market with independent customers of all size, and sales of goods are
recognized according to the trading terms (Incoterms included) agreed with each of them. In general, and even
when these conditions are not standard, Fossil applies the CIP Incaterm as much as possible, mmlng that Fossil
bears the costs of delivery, and transfer of risks takes place when goods are handed over to carrier and Fossil has
obligation to insurc goods in casc of transportation. Customers have the right of retum of goods as per térms and
conditions and markdowns can be offered to allow customers to lower the pricc of old or stale stock to increase
inventory turnover and make space for new products. These cosls are ofTset against revenue.

Sale of goods — retail

The Company operates retall shops for the sale of 2 range of own branded and licenced products. Sales of
goods are recognised on sale to the customer, which is considered the paint of delivery. Retall sales are usually
by cash, credit or payment card. Sales are made ta retail customers with a right to return within 28 days,
subject to certain conditions regarding the usage. Accumulated experience Is used to estimate and provide for
such returns at the time of sale.
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Fossil (UK) Limited

Notes to the Financial Statements for the Period from 31 Deccmber 2017 to 29 December 2018

2 Accounting Policies {continued)

Sale of goods — concessions

The Company has an arrangement whercby it operates concessions in a number of 3rd party stores including
House of Fraser where it sells a range of branded and own branded products. The Company pays a fixed
percentage commission based on the concessions revenuc.

Refinement of revenue accounting policy

During the year, the entity has refined its accounting policy relating to markcting cost recharged by the
coopcrative stores and markdown allowances. The impact of this is detailed on page 2 of the financial
statcments. ’

Finance income and costs policy

Interest incame is recognised in the statement of comprehensive income using the effective interest
method.

Foreign currency transaetions and balances

The Company's functional and preseatational currency is GBP.

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

At cach period end forcign currency monetary items arc translated using the closing rate. Non-monetary items
measured at historical cost arc translated using the exchange rate at the date of the transaction and non-monetary
items mcasured at fair value are measured using the exchange rate when fair value was determined.

Foreign exchange gains and losses resulting from the settlement of transactions and from the translation at
period-end exchange rates of monetary assets and liabilities denominatcd in foreign currencies are recognised in
the statement ol comprehensive income.

Foreign exchange gains and losses that relate to borrowings and cash equivalents arc presented in the statement
of comprehensive income within 'finance income or costs'. All other foreign exchange gains and losscs are
presented in the statement of comprehensive income within 'other operating incomc’,

Tax

The tax expense for the period comprises current and deferted tax. T'ax is recognised in profit or loss, except that
a change attributable to an item of income or expense recognised as other comprehensive income is also
recognised directly in ofther comprehensive income.

The current income tax charge is calculated on the basis of tax rates and laws that have been cnacted or
submanhvely enacted by the reporting date in the countries where the Company operates and gencratcs taxable
income.

Deferred income tax is recognised on temporary differences arising between the tax bases of assets and
liabilitics and their carrying amounts in the financial statoments and on unused tax losses ot tax credits in the
Company. Deferred income tax is determined using tax rates and taws that have been enacted or substantively
_enacted by the reporting date.

The catvying amount of deferred tax assets are reviewed at each reporting date and a valuation allowance is set

up against deferred tax assets so that the net carying amount equals the highest amount that is more likely than
not to be recovered based on current or future taxable profit.
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Fossil (UK) Limited

Notes to the Financial Statements for the Period from 31 December 2017 to 29 December 2018

2 Accounting Policies (continued)

Tangible assets

Tangible assets are stated in the statement of financial position at cost, less any subsequent accumulated
deprecmuon and subsequent accumulated mtpaumem losses:.

The cost of tangible assets includes directly attributable incremental costs mcurred in their acquisition and
installation.

Depreciation

Depreciation is charged so as to write off the cost of assets, other than land and properties under constriiction
over their estimated useful llves, as follows:

Asset class Depreciation method and cate
Freehold buildings 30 years

Shart leasehold property _ over the lifc of the lease
.Leasehold property & improvements over the life of the lease
Equipment - ‘ 3-5 years straight line
Impairment of fixed assets

Where an indication of unpalrment exists the directors will carry out an lmpalrmcnt review to determino the
recoverable amount, which is the higher of fair value less costs to sell and value in use. The value in use
calculation requires thic directors to estimate the future cash flows expected to arise from the asset or the cash
generating unit and a suitable discount rate in order to calculate present value.

Intangible assets .

Computer software is included at cost, net of amomsauon and any provision for impairment. Amortisation is
calculated so as to writc off the cost of the assets, less its estimated residual va!ue over the useful economic life,
Amortigation

Amortisation is prpvided on intangible assels so as to write off the cost, less any estimated residual value, over
their useful life as follows:

Asgset class Amortisation method and rate
Computer software 3 years straight line’
Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and call deposits, and other short-term highly liquid
investments that are readily convertible to a known amount of cash and are subject to an ms:gmﬁcant risk of
change in value,
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Fossil (UK) Limited

Notes to the Financial Statements for the Period from 31 December 2017 to 29 December 2018

2 ‘Accounting Policies (continucd)
Trade debtors

Trade debtors are amounts due from customers for merchandise sold or services performed in the ordmary
course of busmess .

Trade debtars are recogniscd initially at the transaction price. They are subsequently measured at amortised cost
using the cffective interest method, less pravision for impairment. A provision for the impairment of trade
debtors is established when there is objective evidenice that the Company will not be able to collect all amounts
due according to the original terms of the debts.

Stocks

Stocks are stated at the lower ol cost and estimated selling price less costs to complete and sell. Cost is
dctermined using the first-in, first-out (FIFO) method.

Trade creditors

Trade creditars arc obligations to pay for goods or services that have been acquired in the ordinary course of
business from suppliers. Accounts payable are classified as current liabilities if the Company does fiot have an
unconditional right, at the end of the reporting peried, to defer setflement of the creditor for at least twelve
months after the reporting date. [f there is an unconditional right to defer settlement for at least twelve months
after the repotting date, they are presented as non-current liabilities. .

Trade creditors are recognised initially at the transaction price and subsequently measured at amortised cost
using the effective interest method.
Provlsions

Provxsxom are recognised when the Company has an obligation at the reporting date as a result of a past event, it
is probablo that the Company will be required to settle that obligation and a reliable estimate can be made of the
amount of the obligation.

Leases

Leases in which substantially all the risks and rewards of ownership are retained by the lessor are classified as
operating leascs. Payments made under operating leases are charged to profit or loss on a straight-line basis over
the period of the lease.

Share capital

Ordinary shares are classified as equity. Equity instruments are measured at the fair value of the cash or other
rcsources received or receivable, net of the direct costs of issuing the equity instruments, 1 payment is deferred
and the time value of money is material, the initial measurcment is on a present value basis.

Defined contribution pension obligation

A defined contribution plan is a pension plan under which fixed contributions arc paid into a pension fund and
thc Company has no légal or constructive obligalion 1o pay fiirther contributions even if the fund does not hold
sufficient assets to pay all employees the benefits relating to employee service in the current and prior periods.

Contributions to defined contribution plans are rccogmsed es cmployee benefit cxpensc when they are duc. If
contribution payments exceed the contribution due for service, the excess is recognised as 2 prepayment.
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Fossil (UK) Limited
Notes to the Financial Statements for the Period from 31 December 2017 to 29 Decémber 2018

2 Accounting Policies (continued)

Share based payments

a

‘The Company has applicd the requirements of section 26 *Share-based payment’ in these financial statements.

The Company’s ultimate parcnt company issues equity-settied share-based payments to certain of the
Company’s employees. Equily-setiled share-based payments are measured at fair value {excluding the effect of
non-market bascd vesting conditions) af the date of grant. The fair value determined at the grant date of the
equity-settled share-based payments is expensed on a straight line basis over the vesting period, bascd on the
Company’s estimatc of shares that will cventually vest and adjustcd for the cffect of non-market based vesting
conditions.

Fair value is measured by use of the Black Scholes pricing model. The expected life used in the model has been
adjusted, based on management’s been estimate, for the effects of non-transferability, exercise restrictions, and
behavioural considerations. ‘

Financial instruments
Classification

The Company only enters into basic financial instruments transactions that result in the recognition of financial
assets and liabilities like trade and other accounts reccivable and payable, loans from banks and other third
parties, loans to related parties and investments in non-puttable ordinary shares.

Recognition and measurement

Debt instruments (other than those wholly repayahle or receivable within one year), including loans and other
accounts receivable and payable, are initially measured at present value of the future cash flows and
subsequently at amortised cost using the effective interest méthod. Debt instrumcnts that arc payable or
receivable within one year, typically trade payables or receivables, are measured, initially and subsequently, at
the undiscounted amount of the cash or other consideration, expected to be paid or rcccived. However if the
arrangements of a short-term instrument constitute a financing transaction, like the payment of a trade debt
deferred beyond normal business terms or financed at a rate of inlerest that is not a market rate or in case of an
out-right short-terin loan not at market rate, the financial asset or liability is measured, mmally, at the present
value of the futwre cash flow discounted at a market rate of interest for a similar debt instrument and
subsequently at amortised cost.

Impairment

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

For financial assets measured at amortised cost, the impairment loss is measured as the di(ference between an
assel's carrying amount and the present value of estimated cash flows discounted at the asset's original effective
interest rate. 1 a financial asset has a variable interest rate, the discount ratc for measuring any impairment loss
is the current effective interest rate determined under the contract.

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

Financial assets and liahilities are offset and the net amount reported in the statement of financial position when
there is an enforceable right to set off the rccognised amounts and there is an intention to settle on a net basis or
to realise the asset and settle the liubility simultaneously.
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Fossil (UK) Limited

Notes to the Financial AStatements for the Period from 31 December 2017 to 29 December 2018

2 Accounting Policies (continued) °

- Judgements in applying aceounting policics and key sources of estimation uncertainty

In applying the Company’s accounting policies, the directars are required to make judgements, estimates and
assumptions in determiniog the cartying amounts of assety and liabilities. The directors’ judgements; estimates
and assumptions arc bascd on the best and most relisble evidence available at the time when the decisions are
made, and are based on historical expericnce and other factors that are considered to be applicable. Due to the
mhercnt subjectivity involved in making such judgements estimates and assumptions, the actual résults and
outcomes may differ.

The estimates and underlylng assumptions are reviewed on an ongoulg basis. Revisions to accounhng estimates
are recoguscd in the year in which the ostimate is revised, if the revision affects only that year, or in the year of
the revision and future years, if the revision affeéts both current and future years,

Critical judgements {n applying the Company's accounting péllcles

The critical judgements that the directors have made in the process of applying the Company’s accounting
policies and that have thc most significant effect on the amounts recognised in the statutory financial statements
are discussed below,

Impairment of fixed assets

Where an indication of impairment exists the directors will carry out an impairment review to determine the
recoverable amount, which is the higher of fair value less costs to sell and value in use. The value in use
calculation requires the directors to estimate the future cash flows expected to arisc from the asset or the cash
generating unit and a suitable discount rate in order to calculate present value.

Key sources of estimation uncertainty

There are no material key sources of estimation uncertainty.
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Fossil (UK) Limited

Notes to the Financial Statements for the Period from 31 December 2017 to 29 December 2018

3 Revenue

The entity has refined its accounting policy relating to marketing cost recharged by the cooperative stores and
markdown allowances. The impact of thes¢ are discl osed on page 2 of the financial statements.

Revenue is derived from sales of goods. The analysxs of the Company's tumover for the period by class of
business is as follows:

31 December 2017 to 1 Janusry 2017 to 30

29 December 2018 December 2017
£000 £000
Wholesale ' 46,645 62,914
Retail | , © 33,360 36,270
Concession & e-Commerce . N 1,414 16,053
01419 115,237

The analysis of the Company's turnover for the period by market is as follows:
31 December 2017to  1:January 2017 to 30

29 December 2018 Decembor 2017
£000 £000
UK ‘ ' 84727 107,920
_ Ireland 6,692 1317
91,419 115,237

4 Profit before tax
Arrived at after charging / (crediting)
31 December 2017 to 1 January 20|7 to 30

29 December 2018 December 2017
Note .£000 ) £000
Depreciation cxpense ' 1,417 ' 2,423
Amortisation expense o 28 31
Foreign exchange losses / (gains) : : 34 (43)
Operating lease expense - other 7,527 7,904
Correction of prior period impairment error 12 : (1 ,600) ’ -
lmpairment - 572 ' 686
Loss on disposal of property, plant and equipment o 214 120
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Fossil (UK) Limited

Notes to the Financial Statements for the Period from 31 December 2017 to 29 December 2018

S Other interest receivable and similar income .
31 December 2017 to

1 January 2017 10 30
29 Decembeér 2018 December 2017
£000 £000
Interest income on financial assets . ] » 24 27
6 Interest payable and similar charges
' 31 December 2017 to 1 January 2017 to 30
29 December 2018 Décember 2017
£000 £000
Interest on bank overdrafts and borrowings o _ 4 2
T Staff costs
The aggregate payroll costs (including directors' remuncration) were as follows:
31 December 2017to 1 Jonuary 2017 to 30
29 December 2018 Deceinber 2017
£ 000 £ 000
Wages and salaries 10,524 12,283
Social security costs : : 863 969
Pension costs, defined contribution scheme ’ 209 o 228
11,596 13,480

The average number of persons employed by the Company (including directors) during the period; analysed by

category was as follows:

31 December 20170 1 January 2017 to 30
29 December 2018 Decetber 2017
No. No.

Administration snd support ' o 101 113
Sales . : 524 659
Managing Director I | .1
' 626 773
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Fossil (UK) Limited

Notes to the Financial Statements for the Period from 31 December 2017 to 29 December 2018

8 Directors' remuneration

The directors’ remuneration for the period was as follows: . '
31 December 2017 fo 1 January 2017 to 30

29 December 2018 December 2017
£ 000 £000
Emoluments ’ 199 » 190
Company contributions to money purchase pension scheme o 14 . .14

During the period the number of directors who wore receiving benefits and share incentives was as follows:

31 Decomber 2017t0 1 January 2017 to 30
29 December 2018 December 2017
No. ) No.

Accruing benefits under money purchase pension scheme o RN o 1

9 Aauditor’s remuneration
The analysis of the auditor’s remurieration is as follows:

31 December 2017 to 1 January 2017 to 30

29 December 2018 Deccmber 2017
£000 £000

Fees payable to the company’s auditor and its associates for the audit of .
the annual accounts of Fossil (UK) Limited ] 124 ) 130
Fees payable to the company's auditor and its associates for the audit of ' o

" the annual accounts of Fossil (UK) Holdings Limited ) . T ' . - 10
Total audit fees L 134 . 140
Taxation compliance services for Fossil (UK) Limited _ _ 12 .27
Taxation compliance services for Fossil (UK) Holdings Limited 2
Tax services : 14 S 30

No seryices were provided pursuant to contingent fee arrangernents
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Fossil (UK) Limited

Notes to the Financial Statements for the Period from 31 December 2017 to 29 December 2018

10 Taxation
Tax charged in the income statement
31 December 2017 to

1 January 2017 to 30

29 Décember 2018 December 2017

£000 £000 ;
Current taxation
UK corporation fax : 879 1,193
UK corporation tax adjustment to prior periods o v 75 (144)

954 1,049

Deferred taxation
Arising from origination and reversal of timing differences , {59) (262)
Tax expense in the income statement 895

787

The differences between the tatal tax charge shown above and the amount calculated by applying the standard

rate of UK corporation tax to the profit before tax is as follows:

31 December 2017 to 1 Jaouary 2017 to 30
29 Decemher 2018 December 2017
] £000 £ 000 _

Profit before tax ' ' 4072 3,425
Corporation tax at standard rate 19% (2017: 19,25%) 774 659
Effect of txpense not deductible in dctcrmmmg taxable proﬁt 28 1
[ncome not taxable for tax purposes ) (190) -
Adjustments to tax charge in respect of previous periods 75 (144)
Transfer pricing adjustments ) ' T2 -
Adjust closing deferred tax to average rate of 19.00% 91 -
Adjust opening deferred tax to average rate of 19.00% (85) -
Deferred tax not recognised {15) -
Fixed asset differences 205 496
Tax increase from other short-term timing differences - 34
Deferred taxation (decrease) . - (262)
Tax increase from effect of exercise of employee share options B 3
Total tax charge , - 895 787

The reduction in the UK corporation tax rate from 20% to 19% (effective 1 April 2017) and to 18% (effective 1
April 2020), were substanuvely enacted on 26 October 2015 and a further reduction to 17% was substantlvely
. enacted on 6 September 2016. The current tax rate used in the period ended 29 December 2018 is therefore 19%

and the tate used for closing deferred tax balances is 17.00%.
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Fossil (UK) Limited

Notes to the Financial Statements for the Period from 31 December 2017 to .2-9 December 2018

11 Intangible assets-

Cost ,

At 30 December 2017
Disposals

At 29 December 2018
Amortisation

At 30 December2017
Amortisation charige
Disposals

At 29 December 2018
. Carr‘yihg amount

At 29 December 2018

At-30 December 2017

’

A

" The amortisation charge is accounited for in administrative expenses.
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Fossil (UK) Limited

thes to the Financial Statements for the Period from 31 December 2017 to 19 December 2018 '

12 Tangible assets

Freehold Short

Land and Leaschold Leaschold :

Buildiogs Property Improvements Equipment Total

£000 £000 £000 £000 £000

Cost
At 31 Deceinber 2017 4,124 885 3,532 8,172 16,713
Iropairment - (705) (1,189 (435) {2,329)
Cortection of prior period _
impairment error - T (180) 1,770 - 952 2,542
Additions ' - - 11 46 57
Disposals - - - - (3,106) ) (3,106)
At 29 December 2018 4,124 - 4,124 5,629 _ 13,877
Depreciation
At 31 December 2017 1,321 686 2,064 6,036 10,107
Charge for the period 115 15 437 850 1,417
Impairment - (535) (890) (332) (L757)
Corvection of prior period
impairment error ’ - (166) 80¢ 908 1,542
Disposals - - - (2:476) (2,476)
At 29 December 2018 1,436 - 2,411 4,986 8,833 -
Carrying amount
At 29 December 2018 __ 2,688 - 1,713 643 5,044
At 31 December 2017 2,81 803 199 1,468 2,136 6,606

The current year results include the reversal of impairment charges totating £1.0m which had been over-
recognised in ervor in previous periods. The directors have considered the impact of this error and concluded
that it is not material to the financial statements and have thérefore corrected this crror in the current year, If it
had been corrected rctrospectlvely it would have increased profit befare tax in the year to 30 December-2017 by
£0.3m and increased retained eamings at 31 December 2016 by £0.7m.

Irapairment adjustments for the period relate to a review of the ongoing profitability of 2 number of retail stores
and the likelihood of future cash flow being able to cover the related assets and liabilities of these individual
stores. Whert these are deemed to be insufficient, a charge is booked to the statement of comprehensive income.
The impairment charges for the period were included in the statement of comprchensive income within
administrative expenses.

13 Stocks

29 December 2018 30 December 2017
£ 000 £000

Finished goods and goods for resale _ 6952 9.539

The amount expensed to cost of sales relating to inventory in 2018 was £51.4m (2017: £69m) which includes
wholesale & e-commerce channels of £29.4m (2017; £46m) for which Fossil UK does not hold inventory.
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Fossil (UK) Limited

Notes to the Financial Statements for the Perfod from 31 December 2017 to 29 December 2018

14 Debtors
' 29 December 2018 30 December 2017
Note £000 £000
Current assets |
Trade debtors _ 15,802 24,308
Amounts owed by other group companies 24 1,880 650
Other debtors ' : : 369
Returns Provision . ' 16 (624) (897)
Prepayments 1,585 2,022
Deferred tax assets : ... .760 __101
Total current trade and other debtors 19,403 27,153
The amounts owed by related parties are interest free, unsecured and repayable on demand.
15 Creditors
29 December 2018 30 December 2017
Note £000 £000
Due within one year
Trade creditors ' . 107 396
Amounts due to related parties : 24 4,283 34,697
Othier payables . 305 -
Social security and other taxes ) 3,616 5,996
Accrued expenses : : 4,948 6,560
13,259 41,649
Amounts falling due after more than one year .
Deferred rent : ' . 490 812
The amounts due to related parties are interest (ree, unsecured arid repayable on demand.
16 Provisions 4
Other provisfons Total
£ 000 £000
At31Dcoember2017 897 897
Charge for the period : e (273) . (213)
CAt29 "Dcc}‘c,'mbcr 2018 ' 624 . 624

The Company allows customers to return purchases under certain circumstances. Provision

wtimatéd_cos’t of the returns which is £624,000 (2017: £897,000) at the period end.
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Fossil (UK) Limited

" Notes to the Financlal Statements for the Period from 31 December 2017 ta 29 December 2018

s
i

17 Deferved Tax

Deferred tax asscts and liabilitics are offset only where the Group has a legally enforceable right to do so and
where the assets and liabilities relate to income taxes levied by the same taxation authority on the same taxable
éntity or anotha' entity within the Group.

Fixed asset Short term
timing timing

: differeaces differences Tatal
Deferred tax assets £ 000 £000 £000
At 31 December 2016 : (439) - (439)
Credit to profit or loss S ¢ - ... e
At 30 Decembier 2017 0 e (761)
Credit to profit or loss . _ .19 (78) (9)
At 29 December 2018 " (682) (78) . (760)

18 Pension scheme

Defined contribution pension schéme

The Company operates a defined contribution peasiori scheme. The penston cost charge for the period
representy contributions’ payable by the Company to the scheme and amowunted to £209 000 (2017: £228,000). -

19 Share capital

Allotted, caliéd up and fully pald shares _ .
: 29 December 2018 30 December 2017

No. 000 £ 000 No. 000 £000

Ordinary of £1 each . 50 50 50

20 Reserves
Retained éarnings _
This reserve represents cumulative profiis and losses of £21,216,000 (2017: £18,003,000) net of dividends paid,
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Fossil (UK) Limited

Notes to the Financial Statements for the Period from 31 Decémber 2017 to 29 December 2018

21 Obligations ander leases and hire purchase contracts

Operating leases - lessee

The total future minimum leasc payments under non-cancellable operating leases are as follows:

2018 2017
£ 000 £ 000

Property leases
Within one year 6,741 6,757
Between one and five years 14,813 19,220
After five years ' 1,179 1,973
Total - 22,733 27,950
Vehicle leases
Within one year 136 145
Between one and five years 101 54
Afler five years . =
Total 237 199
Equipment leases
Within one year 33 34
Between one and five years 46 11
After five years - o
Total 79 45
Total
Within one year 6,910 6,936
Between one and five years . 14,960 19,285
After five years L1719 1,973

' 23,049 28,194

22 Share-hased paymeats

The group recognised total expense of £35,670, (2017: £13,759) related to equity-settled share-based payment

transactionis. N6 further disclosurc is mado as the directors do not consider the amounts to be material,

23 Dividends on equity shares

Amounts recognised as dxstnbuuons to equity holders in the period:
2018
£000

Interim dividend for the period ended 29 Deccmber 2018 of £nil (2017:
£319,77) per ordinary share

2017
£000

15,988

1588
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Fossil (UK) Limited
Notes to the Financial Statements for the Period from 31 December 2017 to 29 December 2018

24 Rclated party traosactions

Debtors

Fellow subsidiaries : _ 1,880 650
Creditors v :
Fellow subsidiaries 2,228 : (28,186)
Holdings company ' {6,511) L (6,511)

@, 283) - (34,697)

The ultimate comrollmg parent undertaking is Fossil Group Inc., a company mcorporated in Delaware in the
United States of America and listed under the NASDAQ exchange. As a wholly-owned subsidiary whose results
are mcluded in the consolidated financial staternents of Fosit Group Ing., the Company has takern the exemption
availabic from the requlrement to disclose details of iransactions with compames within the group.

25 Financial instruments

Financial assets measured at amortised cost

Financial assets measured at amortised cost comprise trade dcbtors, amounts owed by related parties and cash at
bank and in hand.

_Financial liabilities measured at amortised cost
Financial Liabilities measured at amortised cost comprise trade creditors and amounts due to related parties.

26 Parent and ultimate parent undertaking

Fossil (Europe) BV, incorporated in the Netherlands whose registered address is: Kalverstraat 196, 1012XH,
Amsterdam, Netherlands, is the parent undertaking of the smallest group which includes the Company and for
which group financial statements are prepared.

The ultimate parerit company is Fossil Group Inc., a company- incorporated in the United States of America
whose registered address is: 901 S. Central Expressway, Richardson Texas 75080 USA. Fossil Group Inc. is the
parent company of the largest group for which group financial statements are pn:pared These financial
statements are available upon request from Fossil Group Inc., 901 S. Central Expressway, Richardson Texas
75080 USA.

The Company‘s immediate parent is Fossil (UK) Holdings Limited, incorporated in the UK whose registered
address is; Featherstone House, Featherstone Road, Wolverton Mlll Milton Keynes, Buckinghamshire, MK 12
STH.

Page 30



Fossil (UK) Limited

Notes to the Financial Statements for the Period from 31 December 2017 to 29 December 2018

27 Post balance sheet date events

Al the time of signing these financial statements the United Kingdoin is scheduled to leave the European Union
on 31st January 2020. A risk for the Company is the continuing uncenamty around the Brexit process which can
affect consumer confidence. The Company managw this risk by prowdmg a wide portfollo of products, added
value sefvicés to its customers, having fast response times not only in supply of goods but in handling all
customeér queries and by maintaining close relatlonshlps wnh customers

At the time of signing these financial statements we have closed four of our stores in 2019; Fossil ermmgham,
Watch Station in Leeds, Fossil Outlet in Bicester and Skagen White City. .
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