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MGS DISTRIBUTION LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 JANUARY 2013

The directors present their report and financial statements for the year ended 31 January 2013

Prnincipal activities and review of the business
The pnncipal activity of the company and its subsidiary undertaking continued to be that of watch distributors

The key business nsk and uncertainties affecting the company are considered to relate o the fact that the
company operates within a highly competitive market place This nsk 1s managed through advertising, public
relations, in-store display and training of store staff 1o market the benefits of the brands the company sells
The company alsc updates its products and works to improve product design and bnng new products to
market at attractive pnce points in order to remain competitive

The directors are pleased with the results for the year The company's key performance indicators are turnover
and gross profit which have shown continued improvement from the prior year Sales have been enhanced by
the further development of the company's key brands in the UK market

Results and dividends
The resuits for the year are set out on page 6

A dmvidend of £300,000 {2012 £ml) was declared and paid in the year

Post balance sheet events

Subsequent to the year end, the trade, assets and labiities of MGI Luxury Group UK Limited, the company's
subsidiary undertaking, were acquired by the company MG! Luxury Group UK Limited has subsequently made
an application to be dissolved

Directors
The following directors have held office since 1 February 2012

K R Sheppard (Resigned 30 January 2013)
J Halpin (Resigned 30 January 2013)
S Brydon (Resigned 30 January 2013)
X Gauderiot

S Demarsilis (Appointed 30 January 2013}

T Michne (Appointed 30 January 2013)




MGS DISTRIBUTION LIMITED

DIRECTORS’ REPORT (CONTINUED)
FOR THE YEAR ENDED 31 JANUARY 2013

Financial instruments

The company's principal financial instrument compnises of cash at bank In addition, the company has vanous
other financial assets and habilities such as trade debtors and trade creditors ansing directly from operations
It 15, and has been throughout the pernod under review, the company's policy that no trading in financial
instruments shall be undertaken

Having considered the company's exposure, the only significant financial nisk 1s that relating to pnce nsk due
to normal inflabion increases 1n the purchase pnce of services and due to market faclors affecting the price
charged for services

Other potenhal nsks are noted below -

Liquidity nsk

The company does not have any debt finance in place

Interest rate cash flow nsk
The company maintains a credit balance with ts bank The company does not have any interest beanng
habihties

Credi nsk
The company carnes out credit checks on all new customers prior to sales being made and appropnate credit
hmits and payment plans are put in place with each new customer

Auditors

In accordance with section 485 of the Companies Act 2006, a resolution proposing that Simmons Gainsford
LLP be reappomted as auditors of the company will be put to the Annual General Meeting

Statement of directors' responsibilities

The directors are responsible for prepanng the Directors’ Report and the financial statements in accordance
with applicable taw and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and apphcable law) Under company
law the directors must not approve the financial statements unless they are satisfied that they give a true and
fair view of the state of affars of the company and of the profit or loss of the company for that period In
prepanng these financial statements, the directors are required to

- select suitable accounting policies and then apply them consistently,

- make judgements and accounting estimates that are reascnable and prudent,

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

- prepare the financial statements on the gaing concem basis unfess it 1S inappropnate to presume that the
company will continue in business

The directors are responsible for keeping adequate accounting records that are suffictent 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 Compames Act 2006 They
are alse responsible for safeguarding the assets of the company and hence for taking reascnable steps for the
prevention and detection of fraud and other irregulanties




MGS DISTRIBUTION LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 JANUARY 2013

Statement of disclosure to auditors

So far as the directors are aware, there 1s no relevant audit information of which the company’s auditors are
unaware Addiionally, the direclors have taken all the necessary steps that they ought to have taken as
directors in order to make themselves aware of all relevant audit information and to establish that the
company’s auditors are aware of that information

On behalf of the board




MGS DISTRIBUTION LIMITED

INDEPENDENT AUDITORS' REPORT
TO THE MEMBERS OF MGS DISTRIBUTION LIMITED

We have audited the financial statements of MGS Distnbution Limited for the year ended 31 January 2013 set
out on pages 6 to 16 The financial reporting framework that has been appbed n ther preparation s
applicable law and United Kingdom Accounting Standards {(United Kingdom Generally Accepted Accounting
Practice)

This report 1s made solely to the company's members, as a body, in accordance with Chapter 3 of Part 16 of
the Companies Act 2006 Qur audit work has been undertaken so that we might state to the company's
members those matters we are required to state to them in an auditors' report and for no other purpcse 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 repert, or for the opinions we
have formed

Respective responsibilities of directors and auditors

As explained more fully in the Directors' Responsibilities Statement set out on pages 1 - 3, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and farr
view Our responsibility 15 to audit and express an opinion on the financtal statements in accordance with
applicable law and International Standards on Auditing (UK and Ireland) Those standards require us to
comply with the Auditing Practices Board's Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient
to give reasonable assurance that the financial statements are free from matenal misstatement, whether
caused by fraud or error This includes an assessment of whether the accounting policies are appropnate to
the company's circumstances and have been consistently appled and adequately disclosed, the
reasonableness of significant accounting esttmates made by the directors, and the overall presentation of the
financial statements In addition, we read all the financial and non-financial information in the Directors' Report
to identify matenal inconsistencies with the audited financial statements If we become aware of any apparent
matenal misstatements or inconsistencies we consider the imphcations for our report

Opmion on financial statements

In our opinion the financial statements

- give a true and fair view of the state of the company's affars as at 31 January 2013 and of its profit for
the year then ended,

- have been properly prepared in accordance with Uniled Kingdom Generally Accepted Accounting
Practice, and

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

Opimion on other matter prescrnibed by the Companies Act 2006
In our opimion the information given i the Directors’ Report for the financial year for which the financial
statements are prepared I1s consistent with the financial statements




MGS DISTRIBUTION LIMITED

INDEPENDENT AUDITORS' REPORT (CONTINUED)
TO THE MEMBERS OF MGS DISTRIBUTION LIMITED

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to

repert to you if, in our opinion

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

- the financial statements are not in agreement with the accounting records and returns, or

- certain disclosures of directors’ remuneration specified by law are nct made, or

- we have not received all the information and explanations we require for our audi

- the directors were not enttled to take advantage of the small companies’ exemplicn in prepanng the
directors' report

o kit 04

Stephen Jennings FCA (Senior Statutory Auditor)

for and on behalf of Simmons Gansford LLP E] /l 1-/29!.5-

Chartered Accountants

Statutory Auditor 7/10 Chandos Street
Cavendish Square
London
W1G 9DQ




MGS DISTRIBUTION LIMITED

PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 JANUARY 2013

Notes
Turnover 2
Cost of sates
Gross profit
Distrnibution costs
Administrative expenses
Profit on ordinary activities before
taxation 3
Tax con profit on ordinary activities 4
Profit for the year 12

2013
£

8,376,371
(5,349,881)
3,026,490

(1,412,915)
(875,832)

737,743
(206,568)

531,175

2012
£

7,471,759
(4,752,447)
2,719,312

(1,200,609)
(926,376)

592,327
(165,851}

426,476

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

There are no recognised gains and losses other than those passing through the profit and loss account




MGS DISTRIBUTION LIMITED

BALANCE SHEET
AS AT 31 JANUARY 2013

Fixed assets
Investments

Current assets

Stocks

Debtors

Cash at bank and in hand

Creditors amounts falling due within
one year

Net current assets

Total assets less current habilities
Capital and reserves

Called up share capital

Share premium account

Profit and loss account

Shareholders' funds

Approved by the Board and authonsed for 1ssue on

Phrfon J-

Company Registration No 6183896

Notes

11
12
12

13

2013
£ £
1
1,058,448
2,364,082
101,161
3,523,691
(1,377,000)
2,146,691
2,146,692
100
799,900
1,346,692
2,146,692
EFPFEIVRE

1,248,646
1,767,620

329,531
3,345,797

(1,430,280)

2012

1,915,517

1,915,517

100
799,900

1,115,517

1,815,517




MGS DISTRIBUTION LIMITED

CASH FLOW STATEMENT

FOR THE YEAR ENDED 31 JANUARY 2013

Net cash inflow/(outflow) from operating
activities

Taxation
Acquisitions and disposals

Purchase of subsidiary undertakings (net of cash
acquired)

Net cash outflow for acquisitions and
disposals

Equity dividends paid

Net cash outflow before management of hiquid
resources and financing

Decrease in cash in the year

(1)

2013

247,630

(175,999)

(1)

(300,000)

(228,370)

(228,370)

2012

(274,341)

(164,750)

(439,091)

{439,091)




MGS DISTRIBUTION LIMITED

NOTES TO THE CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 JANUARY 2013

1 Reconcihiation of operating profit to net cash inflow/{outflow) from 2013 2012
operating activities
£ £
Operating profit 737,743 592,327
Decreasef{increase) In stocks 190,198 (23,345)
Increase in debtors (596,462) {454,071}
Decrease in creditors within one year (83,849) {389,252)
Net cash inflow/{outflow) from operating activities 247,630 (274,341)
2  Analysis of net funds 1 February Cash flow Other non- 31 January
2012 cash changes 2013
£ £ £ £
Net cash
Cash at bank and in hand 329,531 {228,370) - 101,161
Net funds 329,531 (228,370) - 101,161
3 Reconcihation of net cash flow to movement in net funds 2013 2012
£ £
Decrease in cash in the year (228,370) (439,091)
Movement in net funds in the year (228,370) {439,091)
Opening net funds 329,531 768,622
Closing net funds 101,161 329,531




MGS DISTRIBUTION LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 JANUARY 2013

1

11

12

13

14

15

16

17

18

19

Accounting policies

Accounting convention
The financial statements are prepared under the histoncal cost convention

Comphance with accounting standards

The financial statements are prepared in accordance with applcable United Kingdom Accounting
Standards (Unuted Kingdom Generally Accepled Accounting Practice), which have been applied
consistently (except as otherwise stated)

Turnover
Turnover represents amounts recevable for goods and services net of VAT and trade discounts

Leasing
Rentals payable under operating leases are charged against income on a straight line basis over the
lease term

Investments
Fixed asset investments are stated at cost less provision for diminution in value

Stock
Stock 1s valued at the lower of cost and net realisable value

Penstons
The company operates a defined contnbution scheme for the benefit of its employees Contnbutions
payable are charged to the profit and loss account in the year they are payable

Foreign currency translation

Monetary assets and liabiities denominated in foreign currencies are translated into sterling at the rates
of exchange ruling at the balance sheet date Transactions m foreign currencies are recorded at the rate
ruling at the date of the transaction All differences are taken to profit and loss account

Group accounts

The financial statements present information about the company as an individual undertaking and not
about s group The company has not prepared group accounts as it 1Is exempt from the requirement to
do so by section 400 of the Companies Act 2006 as st 15 a subsidiary undertaking of Movado Group Inc,
a company incorporated In the State of New York, United States of Amenca, and 1s included in the
consoldated accounts of that company The consolidated financial statements of Movado Group Inc are
available from Movado Group Inc , 650 From Road, Paramus, New Jersey 07652-3556

Turnover

The total tumover of the company for the year has been denved from its pnnapal activity wholly
undertaken in the Umted Kingdom

-10-



MGS DISTRIBUTION LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 JANUARY 2013

300,000

3  Operating profit 2013 2012
£ £
Cperating profit 1s stated afier charging
Cperating lease rentals
- Plant and machinery 63,5622 64,436
Fees payable to the company's auditor for the audit of the company's
annual accounts 19,548 12,648
Non-audit fees 3,014 895
4  Taxation 2013 2012
£ £
Domestic current year tax
U K corporation tax 206,568 165,851
Total current tax 206,568 165,851
Factors affecting the tax charge for the year
Profit on ordinary activities before taxation 737,743 592,327
Profit on ordinary activities before taxation multiphed by standard rate of
UK corporation tax of 24 00% (2012 - 26 00%) 177,058 154,005
Effects of
Non deductible expenses 8,366 11,846
Capital allowances {114) -
Cther tax adjustments 21,258 -
29,510 11,846
Current tax charge for the year 206,568 165,851
Dividends 2013 2012
£ £
Qrdinary final paid -

- 11 -




MGS DISTRIBUTION LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 JANUARY 2013

6 Fixed asset investments

Shares in
subsidiary
undertakings
£
Cost
At 1 February 2012 -
Additions 1
At 31 January 2013 1
Net book value
At 31 January 2013 1
Holdings of more than 20%
The company holds more than 20% of the share capital of the following companies
Company Country of registration or Shares held
incorporation Class Yo
Subsidiary undertakings
MGI Luxury Group UK Limited England & Wales Qrdinary 100 00

The aggregate amount of capital and reserves and the results of these undertakings for the last relevant
financial year were as follows

Capital and Profit/{loss)
reserves for the year

2013 2013
Principal activity £ E
MGI Luxury Group UK Limited Waitch distnbutors (1,152,111} (123,840)

Subsequent to the year end, the trade, assets and habiliies of MGI Luxury Group UK Limited were
acquired by the company MGI Luxury Group UK Limited has subsequently made an application to be

dissolved
7  Stocks 2013 2012
£ £
Fimshed goods and goods for resale 1,058,448 1,248,646

_12-



MGS DISTRIBUTION LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 JANUARY 2013

8

10

1

Debtors

Trade debtors
Amounts owed by parent undertaking
Prepayments and accrued income

Creditors amounts falling due within one year

Trade creditors

Amounts owed to parent undertaking
Corporation tax

Other taxes and social secunty costs
Accruals and deferred income

Pension and other post-retirement benefit commitments
Defined contnbution

Contnbutions payable by the company for the year

Share capital

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

2013 2012

£ E
1,595,126 1,130,726
728,306 611,894
40,650 25,000
2,364,082 1,767,620

2013 2012

E £
23,904 43,305
980,724 1,002,450
120,442 89,873
203,880 249,658
48,050 44,994
1,377,000 1,430,280

2013 2012

£ £
28,240 15,529

2013 2012

£ £
100 100

-13-




MGS DISTRIBUTION LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 JANUARY 2013

12 Statement of movements on reserves

Balance at 1 February 2012
Profit for the year
Dividends paid

Balance at 31 January 2013

13 Reconciliation of movements in shareholders’ funds

Profit for the financral year
Dividends

Net additton to shareholders' funds
Opening shareholders' funds

Closing shareholders' funds

14 Financial commitments

Share Profit and
premium loss
account account
£ £

799,900 1,115,517
- 531,175

- {300,000)

799,900 1,346,692
2013 2012
£ £

531,175 426,476
(300,000) -
231,175 426,476
1,915,517 1,489,041
2,146,692 1,915,517

At 31 January 2013 the company was committed to mzking the following payments under non-

cancellable operating leases in the year to 31 January 2014

Operating leases which expire
Within one year
Between two and five years

Other
2013 2012
£ £
17,778 12,876
33,069 46,777
50,847

59,653

- 14 -



MGS DISTRIBUTION LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 JANUARY 2013

15

16

17

18

Directors’ remuneration 2013 2012
£ £
Remuneration for qualifying services 159,503 131,364
Company pension contnbutions to defined contnbution schemes 3,285 2,000
162,788 133,364
Employees
Number of employees
The average monthly number of employees {(including directors) dunng the
year was
2013 2012
Number Number
Administration and distribution 15 16
Employment costs 2013 2012
£ £
Wages and salanes 693,798 640,303
Social secunty costs 86,372 86,228
Other pension costs 28,240 15,529
808,410 742,060
Control

Movado Group In¢, incorporated in Amenca, 1s considered the ulumate parent company in both this and
the prior year, by virtue of its shareholding in the company

Post balance sheet events

Subsequent to the year end, the trade, assels and habiibes of MGl Luxury Group UK Limited, the
company's subsidiary undertaking, were acquired by the company MGI Luxury Group UK Limited has
subsequenily made an application to be dissolved

- 15 -



MGS DISTRIBUTION LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 JANUARY 2013

19 Related party relationships and transactions

Duning the year the company paid management fees amounting to £360,000 (2012 £423,000) to Swico
Limited, a company which had a 49% shareholding in MGS Distnbution Limited

At the balance sheet date, Movado Group Inc, the company's ulttmate parent undertaking, and iis related
companies, owed the company £728,306 (2012 £611,894) and was owed by the company £980,724
(2012 £1,002,450)

During the year the company made purchases of £5,050,988 (2012 £4,835,379) from Movado Group Inc

Dunng the year a dividend of £153,000 and £147,000 {2012 E£nil) was paid to Movado Group Inc and
Swico Limited respectively

Durning the year the company purchased from Movado Group Inc the entire share capital of MGI Luxury
Group UK Limited for consideration of £1

In addition, vanous other administration costs and salarnies have been recharged from Swico Limited at
cost

- 16 -




