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. AFH Stores UK Limited

_Strategic Report
For the period ended 2 February 2019

The Directors present their Strategic Report and financial statements of AFH Stores UK Limited (the "Company”) for the period
ended Febiruary 2, 2019. The Company's fiscal year ends on the Saturday closest to January 31, typically resulting in a fifty-two
week year, but occasionally giving rise to an additional week, resulting in a fifty-three week year, as was the case for the period
ended February 3, 2018. These financial statements represent the perrod Febiruary 4, 2018 to February 2, 2019. The comparative
period is January 29, 2017 to February 3, 2018.

Principal actrvmes and review of business

The Company is a specialty retailer that operates 34 stores and direct-to-consumer operations, offering a broad assortment of

~ apparel, personal care products and accessories for men, women and kids under the Abercrombie & Fitch, abercrombie kids and
Hollister brands. The brands share a commitment to offering products of enduring quality and exceptional comfort that allows

customers around the world to express their own individuality and style.

Key perfermance indicators & Future developments
The Directors consider sales growth as key performance indicators. For the penod ended February 2, 2019, net sales decreased
" 2.5%. This decrease reflects the reduction in traffic throughout the year.

The Company began its trading operatrons in late October 2008 and in frscal 2018 its tenth year of retail operatrons realrzed
an operatmg profit equal to £ 4,696,000. .

Principal risks and uncertamtres

Forward-looking statements are not guarantees of future performance and involve certaln risks, uncertamtles and assumptions
that are difficult to predict. The following factors, categorized by the primary nature of the associated risk, could affect our
financial performance and cause actual results to differ matenallyfrom those expressed or implied in any of the forward-looking

~ statements.

Macroeconomrc and industry risks include:
" Changes in global economic and financial conditions, and the resulting |mpact on consumer confidence and consumer
spending, as well as other changes in consumer discretionary spending habits, could have a materral adverse effect
. on our business, results of operations and liquidity;
. » Failure to anticipate customer demand and changing fashion trends and to manage our inventory commensurately
could adversely impact our sales levels and profitability;
e Qur market share may be negatlvely impacted by increasing competition and pricing pressures from companies with
brands or merchandise competitive with ours;
o Our ability to attract customers to our stores depends in part, on the success of the shopping malls or area attractrons
that our stores are located in or around; and,
e The impact of war, acts of terrorism or civil unrest could have a matenal adverse effect on our operating fesults and
financial condition.

Strategic risks include: A
o The expansion of our direct-to- consumer sales channels and omnichannel initiatives are significant components of our
growth strategy, and the faiture to successfully develop our position across all channels could have an adverse impact
on our results of operatrons
e Qurgrowth strategy and abrllty toconduct busmess may be adversely affected bylegal, regulatory, political and economic
risks; and,
* Failure to successfully.implement our strategic plans could have a negative impact on our growth and profitability. -



AFH Stores UK Limited

Strategic Report (continued) . -
For the period ended 2 February 2019

Prmclpal risks and uncertainties (contmued)
Operational risks include:

* Failure to protect our reputation could have a material adverse effect on our brands;

*  Our business could suffer if our information technology systems are disrupted or cease to operate effectively;

o We may be exposed to risks and costs associated with cyber-attacks, credit card fraud and identity theft that would
cause us to incur unexpected expenses and reputation loss;

.Our reliance on the Abercrombie & Fitch Co. group’s distribution centers makes us susceptible to dlsruptmns or

adverse condltlons affecting our supply chain;

Changes-in cost availability and quality of raw matenals labor, transportation and-trade relations could cause

manufacturing delays and increase our costs;

¢ We depend upon independent third parties for the manufacture and delivery of all our merchandlse and a disruption

.of the manufacture or delivery of our merchandise could result in Iost sales;

~Werelyon the experience and skills of Abercrombie & Fitch Co.'s senior executive officers and assocnates the loss of

whom could have a material adverse effect on our business; and,

e Extreme weather conditions, including natural disasters, pandemic disease and other unexpected events, could
negatively impact our facilities, systems and stores, as well as Abercrombie & Fitch Co. group’s facilities and systems
of ourvendors and manufacturers, which could resultin an interruption to our business and adversely affect ouroperating
results.

Legal, tax, te’gulatory and compliance risks include:
« Fluctuations in our tax obligations and effective tax rate may result in volatility in our results of operations;
+  Qur litigation exposure could have a material adverse effect on our financial condition and results of operations;

e Failureto adequately protect Abercromble & Fltch Co s trademarks could have a negative impact on our brand image;
and,

e Changesinthe regulatoryorcompllance landscape and compliance with changmg regulations for accounting, corporate
governance and publlc disclosure could adversely affect our business, results of operations and reported financial
results.

The June 2016 decision by the United Kingdom to leave the European Union continues to result in uncertainty related to the free

movement of goods, services, people and capital between the United Kingdom and the European Union, consumer behavior,

economic conditions and foreign currency exchange rates. The potential impacts of United Kingdom’s withdrawal from the
“European Union remain unclear and could adversely impact certain areas of our business, including, but not limited to, an

increase in duties and delays in the delivery of merchandise from our Netherlands DC to our stores and direct-to customers in

the United Kingdom if trade barriers materialize at ports of entry and departure. The potential impacts of United ngdom 8
) W|thdrawal from the European Union could alsc adversely impact the operations of our vendors.

To mltlgate this risk, the Company has begun to proactively prepare for potential adverse impacts by working wuth external _
partners to develop the necessary contingency plans. We have also taken actions to reduce, to the extent possible, the potential
matenal impact of any incremental duty exposure.

The Company does not use hedging as the majority of its transactions, especially the purchase and sale of its merchandise, are
performed in its local currency. Furthermore, the Company functions as a limited-risk distributor with'a formalized trade contract
with Abercrombie & Fitch Europe Sagt (the "Sole Shareholder") based on the Organization for Economic and Cooperation
Development (OECD) transfer pricing guidelines (the Agreement). Pursuant to the Agreement, the parties-agree that the Company

. will purchase all necessary inventory from the Sole Shareholder. The Company is not exposed to inventory risk as the Agreement

- includes price protection and the right to return inventory to the Sole Shareholder for full reimbursement. Furthermore, the Sole
Shareholder guarantees the Company's ordinary profits before taxes, pursuant to the Agreement. Accordingly, any losses mcurred
by the Company on the sale of inventory would be recoverable under the terms of the Agreement.



AFH Stores UK Limited

Strategic Report (continued) | .
For the period ended 2 February 2019 N .

. Principal risks and uncertainties (continued)

As the Company's sales are all executed in cash or credit card, the Company is not exposed to significant credit risk. The credit
card receivables on the Company sales are usually settled within a few days after the sale tra nsaction.

»

In the Directors’ view the Company s fmancnal nsk is mitigated due to the hmlted risk dlstnbutorshlp mode! under whlch lt
‘operates.

" On-behalf of the board,

u‘ﬁ/&&//

" Anna Mollerstrom
Director

[5" july 2019



AFH Stores UK Limited

Directors’ Report :
For the period ended 2 February 2019 ' : R

" The Directors present thelr annual report and the audited fmanclal statements of the Company for the period ended February
2,2019.

Results and dividends :
The Company's profit for the financial period, after taxation, amounted to £2,792,000 (2018: profit of £2,459,000);

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

Directors
. The Directors, who served during the period ended February 2, 2019, are given below

Robert Bostrom (resrgned onl October 2018) A )
lennifer Wangler (resigned on 25 January 2019) : .
Gregory Henchel (appointed on 1 October 2018) ’

Anna Mollerstrom (appointed on 25 January 2019)

Research and development
The Company is currently undertakrng no research and development actrvutres

Employees ' :
Management and associate development is considered vital to the future success of the Company. The Company aims to provrde
training relevant to individuals and their-role in the busmess

The Company has a policy of provudrng associates with information about the'Company’s performance and future plans within
‘the business. Meetings are held between managers and associates to dISCUSS the Company's daily and weeklytargets and goals
Associates are also encouraged to present suggestions on how to improve procedures in their area.

The Company has a good safety performance record and places a high pnonty on ensuring that health and safety standards are
maintained. .

The Company gives every consideration to applications for employment from disabled persons where the requirements of the job -
can be adequately fulfilled by a handicapped or disabled person. '

Where existing associates be\come disabled, it is the-Company’s policy wherever practicable to provide continuing employment
under normal terms and condrtlons and to provlde training, career development and promotion to disabled associates wherever

appropnate

Supplrers Policy : :
Iti is the Company's policy to pay suppliers in accordance wrth our normal terms and condltlons of tradrng

Auditors A
The auditors Arram Berlyn Gardner LLP, are deemed to be reappointed as audltors under Sectlon 487 (2) of the Companies Act .

2006.

Statement of Directors’ responsihilities

The Directors are responsible for preparing the Directors' Report and the financial statements in accordance wrth applicable law
and regulations. Company law requires the Directors to prepare financial statements for each financial period. Under that law
the Directors have prepared 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 (FRS 102).



AFH Stores UK Limited

Directors’ Report (continued) _
For the period ended 2 February 2019

~ Statement of Directors’ responsibilities (continued) /

Under company taw the Directors must not approve the financial statements unless they are satisfied that they give a true and”
fair view of the state of affairs of the Company and of the profit or Ioss of the Company for that period. In preparing these
financial statements the Directors are required to:

e select suitable accounting policies and then apply them consistently;
make judgements and accounting estimates that z are reasonable and prudent;
state whether applicable United Kingdom Accounting Standards, including FRS 102 have been followed, subject to any
material departures disclosed and explained in the financial statements;

o prepare the financial statements on the gomg concern basis unless it is mapproprlate to presume that the Company
will continue in busmess .

The Directors are responsibte 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.

Disclosure of infermation to auditors
Each of the persons who is a Director at the date of approval of this report confirms that

(1) so far as the Director is aware, there is no relevant audit mformatmn of which the Company s auditors are unaware
and

(2) the Director has taken all the steps that he/she ought to have taken as a Dlrecto_r in order to make him/her-self aware
of any relevant audit information and to establish that the Company’s auditors are aware of that information.
This confirmation is given and should be interpreted in accordance with the provisions of s418 of the Companies Act 2006.
On behalf of the board,

U&W‘T

a Mollerstrom
D|rector

- S uy2019



AFH Stores UK Limited

Independent Auditor's Report
to the Members of AFH Stores UK Limited

Opinion

We have audited the financial statements of AFH Stores UK Limited (the “Company") for the period ended February 2, 2019 which

comprise the Statement of Comprehensive Income, the Statement of Financial Position, the Statement of Changes in Equity and

the notes to the financial statements, including a summary of significant accounting policies. The financial reporting framework

that has been applied.in their preparation is applicable law and United Kingdom Accounting Standards, including FRS 102 “The
Financial Reporting Standard applicable in the UK and Republic of Ireland (United Kingdom Generally Accepted Accountrng

Practice). .

In‘our oprnron the financial statements:

- e givea true and fair view of the state of the Company’s affairs as at February 2, 2019 and of its profrt for the period
then ended;
» have been properly prepared in accordance with United Krngdom Generally Accepted Accounting Practice; and
‘ha_ve been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion
We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and apphcable law. Qur
responsibilities under those standards dre further described in the Auditor's responsibilities for the audit of the financial -
statements section 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, including the FRC's Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have obtained is suffrcnent and
appropriate to provide a basis for our opinion. :

Conclusrons relating to going concern
We have nothing to report in respect of the followrng matters in relatron to which the ISAs (UK) require us to report to you
where: .
o the directors' use of the gorng concern basis of accountmg in the preparation of the financial statements rs not
appropriate; or
o the directors have not disclosed in the financial statements any: |dent|f|ed matenal uncertainties that may cast
significant doubt about the Company's ability to continue to adopt the going concern basis of accounting for a period
of at least twelve months from the date when the financial statements are authorised for issue.

Other rn'ormatron

The Directors are responsible for the other mformatron The other information compnses 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 extent otherwise explicitly stated in our report, we do not express any form of
" assurance conclusion thereon ' :

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

We have nothing to report in this regard.

Opinion on other matter prescribed by the companiee Act 2006
In our opinion, based on the work undertaken in the course of our audit:
o the information given in the Strategic Report and Directors’ Report for the frnancral period for whrch the financial

statements are prepared is consistent with.the financial statements; and
e the Strategic Report and the Directors’ Report have been-prepared in accordance with applicable legal requirements.

7



| AFH Stores UK Limited- -

" Independent Auditor's Report
to the Members of AFH Stores UK Limited (contrnued)

Matters on which we are required to report by exception

In the light of the knowledge and understanding of the Company and its environment obtained in the course of the audlt we
have not |dentrt|ed matena! misstatements in the Strategic Report and the Directors' Report.

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

Responsrbrlrtres of directors .

As explained-more.fully in the Directors’ Responsibilities Statement, the Drrectors are responsible for the preparation of the

financial statements and for being satisfied that they give a true and fair view, and for such internal control as the Directors

determine is necessary to enable the preparation of fmancral statements that are free of material misstatement, whether due to
_fraud and error.

In preparing the financial statements, the Directors are responsible for a>ssessing the Company's ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and using the-going coricern basis of accounting unless the
director either intend to liquidate the company or to cease operations, or have no realistic alternative but to do so.

Auditor's responsibilities for the audit of the fmancral statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material

misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. Reasonable assurance
-is a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs (UK) will always detect a

material misstatement.when it exists. Misstatements can arise from fraud or error and are considered material if, individually

or in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these

financial statements. .

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

Use of our report

This report is made solely to the Company S members as a body, in accordance with Chapter 3 of Part 16 of the Compames Act
2006. Our audit work has been undertaken so that we might state to the Company's members those matters we are required to-
state to them in an‘auditors' 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. :

J A tﬂad

Julie Piper FCA (Senior Statutory Auditor)

for and on behalf of Arram Berlyn Gardner LLP . ' , 'c} ..........
Chartered Accountants 3 : - 30City Road
Statutory Auditor » : ~ London

ECLY 2AB



. AFH Stores UK Limited

Statement of total comprehensive income . '
* For the period ended 2 February 2019 . -

Note 2019 2018

£'000 £'000

Turnover - - 5 160,478 . 164,558

Cost of sales (30,204) (92,633)

Gross profit a 10,274 71,925

Administrative expenses o (4,948)  (4,.873)

Selling and distribution eipenses (60,630) (62,242)

Operating profit . . T 6 " 4,696 4,810

Interest receivable and similar income A A Los

. Interest payable and similar charges - . (354 © (361)

Net interest expense - v , 8 (322) (318)

- Profit on ordinary activities before taxation ’ Lo 4,374 4,492

Tax on profit onfolrdinary activities . 9. (1,582) (2,033)

" Profit for the financial period | 2,19 2,459
Total com réhensive income for the financial . .

period P ‘ , 2,192 2,459

The notes on pages 12 to 23 form an integral part of these financial statements.



- AFH Stores UK Limited

Statement of financial position

~ As at 2 February 2019
Note A 2019 2018
£'000 £000
Fixed assets .
Tangible assets oo 10 23238 27,091
Current assets . ‘ . .
Stocks o . _ 11 38925 39,740
. Debtors - _ , 12 18,241 9,093
Cash at bank and in hand , ‘ ' _ 2,496 5,882
' ‘ 60,668 54,715
Creditors: amounts falling due within one year Co13 (32,225) (30,914)
Net current assets . g . 28,443 23,801
Total assets less current liabilities E . . 51,682 50,892
Provisions for liabilities : 14 (12.115) (14,118)
Net assets | B 39,566 36,774
.Capital and reserves . A - )
Called up share capital : L 16 23900 23901
Share premium o 6 . - - —
Profit and Loss account . - 16 15,665 12,873
Total equity ‘ ' _ . 39,566 36,774

The notes on pages 12 to 23 form én integral part of these financial statements.
“The financial statements on pages 9 to 23 were approved and authorised for issue by the'Board on Y_S'july 2019 and were.
signed on their behalf by: S

Anna Mollerstrom
Director

Registered Number: 06423604
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AFH Stores UK Limited

Statement of changes in equity

As at 2 February 2019
Aca"iﬂ;':ﬂ . Share -Retained
Notes . capital Premium  earnings Total
£'000 £'000 £'000 £'000
Balance as at January 29, 2017 23,901 10,000 10414 44315 .
 Profit for the period A — 2459 2459
Total ‘éombrehensive income for the period — —_ 2,459 2,4_59
Capital distribution — {10,000 — {10,000
Total transaction with owners, recognised directly in equity —  (10,000) — - (10,000)
Balance as at February3,2018 23,901 — 12873 36774
Balance as at February 4, 2018 23,901 - — 12,873 36,774
Profit for the period , — — %2 21
Total comprehensive income for the period — — 2,792 2,792
Total transaction with owners, recognised directly in equny —_ — — —
Balance as at February 2, 2019 . 16 . 23,901 — 15,665 ' 39,566

Thevnotes-on pages 12 to 23 form an ihtegral part of these financial statement_s.

n



 AFH Stores UK Limited

Notes to the financial statements
.For the period ended 2 February 2019

1. General Information

The Companyi rs a private company limited by shares and is incorporated and domiciled in England The address of its registered
office is 1 Otd Burlmgton Street, 2nd floor, London, W1S 3AD.

The Company is a whotly owned subsidiary of Abercrombie & Fitch Europe Sagl (the "Parent"), member of a group {the "Group”)
headed by Abercrombie & Fitch Co. (the "Ultimate Parent"), a Delaware company incorporated in the United States of America.

The address of the pnncrpal place of business is the address of the Ultimate Parent, 6301 Fitch Path, New Albany, Ohio 43054,
USA. .

S 2 Statements of compliance
The individual financial statements of AFH Stores UK Ltd have been prepared in compliance with United Kingdom Accounting
Standards; including Financial Reporting Standard 102, "The Financial Reporting standard applicable in the United Kingdom
and the Republic of Ireland" ("FRS 102") and the Companies Act 2006. ‘

3. Summary ot srgmflcant accountmg policies

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

a) Basis of Preparation

These financial statements are prepared on the-gdin_g concern basis, under the historical cost convention.
The Company's functional and presentation currency ‘is the pound sterling.

The financial statements are presented rounded to the nearest £'000.

The-preparation of financial statements in conformity with FRS 102 requires the use of certain critical accounting estimates. It
also requires management to exercise its judgement in the process of applying the Company's accounting policies. The areas .
involving a higher degree of judgement or complexrty, or areas where assumptions and estimates are srgmfrcant to the fmancuat
statements are disclosed in note 4.

b) Going concern

The Directors have a reasonable expectation that the Company has adequate resources to continue in operational existence for
the foreseeable future. The Company therefore continues to adopt the going concern basis in preparing its financial statements.

¢) Exemptions for qualifying entities under FRS 102
FRS 102 allows a qualifying entity certain disclosure exemptions. The Company has taken advantage of the following:

i) a reconciliation of the number of shares outstandmg at the begmnmg and end of the period (FRS 102 para
4.12(a)(iv));

ii) the requirement to prepare a statement of cash flows (Section 7 of FRS 102 and para 3.17(d)}, on the basis
that its ultimate parent company, Abercrombie & Fitch Co. (*The Ultimate Parent"), includes the company's cash
flows in its own consolidated financial statements; -

12



AFH Stores UK Limited

"Notes to the financial statements (continued)

For the period ended 2 February2019

~ 3 Summary of significant accounting policies (continued)

¢) Exemptions for qualifying entities under FRS 1 02 '(cantinued)

iii) the requirements of Section 11 (FRS 102 paras 11.41(b), 11.41(c), 11. Al(e) 11. 41(f), 11.42, 11.44, 11.45,
11.47, 11.48(a)(iii), 11.48(a)(iv), 11.48(b) and 11.48(c) and Section 12 paras 12.26 (in relation to those Cross-
referenced paragraphs from which a disclosure exemption is available), 12.27 and 12. 29) o

) the requirements of Section 26 Share—based Payment (FRS 102 paras 26.18(b), 26.19 - 26.21, 26. 23)
v) the non- dlsclosure of key management personnel compensatlon in total (FRS 102 para 33. 7)
Furthermore, the Company isincluded in theconsohdated financial statements of the Ultimate Parent, which are publicly available.

A copy of the group financial statements can be obtained from investor Relations Department, 6301 Fitch Path, New Albany, Ohio
43054, U.S.A. or at www.abercrombie.com/investors. The Parent is therefore exempt by vnrtue of section 400 of the Companies

" Act 2006 from the reqmrement to prepare consolidated financial statements.

d) Foreign currency

Transactions in foreign currencies are translated into sterling at the rate ruling at the date of the transaction, Monetary assets’
and liabilities denominated in foreign currencies are translated at the rate of exchange rulmg at the balance sheet date. All
differences are taken to the profit and Ioss account. .

e) Revenue recagmnon

The Company recognizes revenue from product sales when control of the good is transferred to the customer, generally upon .
plckup at, or shipment from, a Company Iocatmn

- The Company also sellslgoods via its website for-delivery to the customer or "click and collect" at its retail shops. Revenue is

recognised when the risk and rewards of the inventory is passed to the customer. For deliveries to the customer this is the point

. of acceptance of the goods by the customer and for “click and cnllect" this is the time of collection. Transactions are primarily -

settled by credit or payment card.

The Company. provides shipping and handling services to customers in certain direct-to-consumer transactions. Revenue
associated with the related shipping and handling obligations is deferred until the obligation is fulfilled, typically upon the
customer's receipt of the merchandise. The related shipping and handling costs are classmed in selling and distribution expenses
on the statement of total comprehensive i income (loss). .

The Company maintains loyalty programs in which customers primarily have the opportunity to earn points toward future
merchandise discount rewards based on qualifying purchases. The Company will defer sales revenue equal to the relative selling
price of the points issued to customers, taking into account expected future redemptions based on historical redemption patterns.
Revenue associated with the issued pomts from the foyalty programs is recogmzed at the earller of redemption or explratlon as

* net sales.

The Company accounts for gift cards sold to customers by recognizing an unearned revenue liability at the time of sale, which
is recognized as turnover, at the earlier of redemption by the customeror when the Company determined the likelihood of redemption
to be remote, referred to as gift card breakage. Gift card breakage is recognized proportionally with gift card redemptions. Gift -
cards sotd to customers do not expire or lose value over periods of inactivity and the Company is not required by law to escheat
the value of unredeemed-gift cards to the jurisdictions in which it operates. .

‘The Company makes a provision for sales returns through estimates based on historical experience and yarious other assumptions
that management believes to be reasonable.

L



AFH Stores UK Limited

Notes to the financial statements (continued)
For the period ended 2 February 2019

-3 Su‘mmary of significant accounting policies (continued)
- ) Employee benefits

The Company provides a range of benefits to employees, including annual bonus arrangements and paid holiday arrangements.

Short term benefits, including holiday pay and other similar non-monetary benefits, are recognised asan expense in the period

in which the service is received

. The Company operates an annual bonus plan.for some employees. An expense is recognised in the profit and loss account when
the Company has a legal or constructive obligation to make payments under the plan as a result of past events and a reliable
estimate-of the obligation can be made.

g) Taxation

- Taxation expense for the period comprises current and deferred tax recognised in the reporting oeriod. Taxis recognised in the
profit and loss account. Current and deferred taxation assets and Iiabilities are not discounted. S

Current tax is the amount of income tax payable in respect of the taxable profit for the year o prior years. Tax is calculated on
the basis of tax rates and laws that have been enacted or substantively enacted by the period end.

" Management periodically evaluates positions taken'in the tax returns with respect to situations in which applicable tax regulation
is subject to mterpretation ‘It establishes provrsrons where appropnate on the basis of amounts expected to be paid to the tax
authorities.

Deferred tax is recognised in respect of all timing differences that have originated but not reversed at the balance sheet date,
where transactions or events have occurred at that date that will result in an obligation to pay more, or a right to pay less or to
receive more tax.

. Deferred tax assets are recognised only to the extent that the Directors consider that it is more likely than not that there will be
suitable taxable profits from which the future reversal of the underlying timing differences can be deducted.

Deferred tax is measured using tax rates and laws that have been enacted or substantively enacted by the period end and that
are expected to apply to the reversal of the timing difference

'h) Tangible assets

- Tangible assets are stated at historic purchase cost less accumulated depreciation and accumutated impairment losses. Cost
-includes the original purchase price of the asset and the costs attributable to bringing the asset to its working condition for its
intended use. The Company records a construction in progress asset for tangible assets for which the work has not yet been
completed. Upon completion of the work these assets are reclassified to the proper tangible asset category. Tangible assets are
only depreciated once they have been put into use. The depreciation of tangible fixed assets is recognized on asset evenly over
its expected useful economic life as foliows
Furniture, fixtures and equrpment the useful life of the asset,.which ranges from three to ten years

Leasehold Improvements the lesser of the useful life of the asset which ranges from three to fifteen years orthe
' term of the lease

Ditapidations  the term of the lease

Leasehold acquisitions - the shorter of the osefu'l life and the term of the lease starting from possession date

14



AFH Stores UK Limited

Nofes to the financial statements (continued)
For the period ended 2 February 2019

3. Summary of significant accounting policies (continued)
h) Tangible assets (continued) '

Tangible assets are dérecognised on disposal or when no future economic benefits are expected. On disposal, the difference

between the net disposal proceeds and the carrying amount is recognised in profit or loss and included in 'Selling and distribution-

expenses'.

. Assets that are subject to amortisation are reviewed for impairment whenever events or changes in circumstances indicate that

-the carrying amount may not be recoverable. An impairment loss is recognised for the amount by which the asset's carrying-
amount exceeds its recoverable amount. The recoverable amount is the higher of an asset’s fair value less costs to sell and
value in use. For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are separately
" identifiable cash flows (cash-generating units). Non-financial assets that suffered. rmparrmentare reviewed for possible reversal
of the impairment at each reporting date.

Tangible fixed assets include also capitalized store supplies. These include, but are not limited to, hangers, frames, sign holders,
security tags, back-room supplies, and construction materials. The Company develops an initial inventory of supplies necessary
to support daily activities in stores. The portion of the initial inventory of supplies that is generally not readily consumed during
normal store operations is capitalized. In lieu of amortizing the initial balances over their estimated useful lives, the Company
expenses all subsequent replacements and adjusts the balance, as appropriate, for changes in quantities, cost, impairment or -
disposals. The list of qualifying items is periodically reviewed and revised as needed to support changing store operating practices.

Lastly, tangible fixed assets include items stored at a third party location. These items are expensed in the statement of total
comprehensive income, when shipped to stores as replacements for damaged items.

i) Leases

Rentals paid under operating leases are charged to the statement of total comprehensrve income on a straight-line basrs in the '
period to which they relate. -

Benefits received and receivable as an incentive under an operatrng Iease are recogmsed on a straight-line basis over the term
of the lease. : :

j) Inventory

The Company functions as a limited-risk distributor with a formalized trade contract with the Sole Shareholder based on the
Organization for Economic and Cooperation Development ("OECD") transfer pricing guidelines (the “Agreement”). Pursuant to
the Agreement, the parties agree that the Company will purchase all necessary inventory from the Sole Shareholder. The Company
is not exposed to inventory risk as the Agreement includes price protection and the right to return inventory to the Sole Shareholder
for full reimbursement. Furthermore, the Sole Shareholder guarantees the Company's ordinary profits before taxes, pursuant to
the Agreement. Accordingly, ariy losses incurred by the Company on the sale of inventory would be recoverable under the terms
of the Agreement.  ~ .

Inventoryis measured using the weighted average cost method. Cost includes all costs incurred in bringing each product to its
present location and.condition. The Company does not have an obsolescence reserve on its stocks due to its agreement with the
Sole Shareholder that allows it to return obsolete mventory to it for a full refund.

k) Financial instruments
Basic financial assets, including trade and other receivables, cash and bank balances are recognised at transaction price. -

Financial assets are derecognised when (a) the contractual rights to the cash flows from the asset expire or are settled or (b)
substantially all the risks and rewards of the ownership of the asset are transferred to another party.
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AFH Stores UK Limited

Notes to the financial statements (continued)
For the period ended 2 February 2019 .

-3. . Summary of significgmt accounting poiicies (continued)
k) Financial instruments (continued) .

Basic financial Ilabllmes including trade and other payables and loans from fellow group companles are recogmsed attransaction
price.

- Trade payables are obligations to pay for' goods or services that have been acquired in the ordinary course of business from
suppliers or other group companies. Accounts payable are classified as current liabilities if payment is due within one year or
Iess If not, they are presented as non-current liabilities. .

Financial hablhtles are derecognised when the lnablllty is extinguished, that is when the contractual obllgatlon is dlscharged
cancelled Or expires.

Financial assets and liabilities are offset and the net amounts presented in the financial statements when there is a legally
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 liability smultaneeusly :

1) Cash and cash equivalents

Cash and cash equuvalents mcludes cash in hand, deposits held at call with banks and other non- -restricted hlghly liquid
investments. :

m) Dilapidations
The Company provides for éxpected future costs related to debranding on locations upon lease expiration under the terms of the

underlying lease agreements. The provision is calculated based on management's best estimate of the cost required to bring the
property to the condition required at the end of the lease under the agreement. .

n) Equity
Share capital comp'ri‘ses ordinary shares classified as equity.
Dividends and other distributions to the Company's shareholder. are recogriised as a liability in the financial statements in the

period in'which the dividends and other distributions are approved by the Company's shareholder. These amounts are recognised
in the statement of changes in equity. »
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* AFH Stores UK Limited

Notes to the financial statements {continued)
For the period ended 2 February 2019

4, Critical accountmg ]udgements and estimation uncertamty

Estlmates and judgements are continually evaluated and are based on historical experience and other factors, including
expectatlons of future events that are beheved to be reasonable under the cucumstances

The following are the cntlcal judgments that the Directors have made in the process of applying the Group's accountmg policies
) and that have the most significant effect on the amounts recognised in the accounts

_ - classification of leases as operating leases;

- taxation;
- timing of revenue recognition;
- gift card breakage estimation and recognition;
- deferred revenues estimation related to onalty programs;

. - estimation for dilapidations;
- classification and estimation of employee beneflts
- classification of financial instruments as assets or liabilities.

For a more detailed explanation, please refer to note 3 regarding the summary of significant accounting policies.

5. Turnover

Turnover is attributable to the continuing actlwty and itis generated from the sale of goods through the stores or through the e-
commerce website, as well as gift card breakage as follows

2019 2018

£2000. " £000
Store'sales o 105,794 115,098
Websales 52,947 18,091
Gift card breakage : 244 : 212 -
Other B : 1,493 1,157

160,478 164,558

All turnover is derived in the United Kingdom.

Other may include employee discounts, returns reserve, refunds for Tax Free Commissions received during the year and shipping '
- and handling revenues.



AFH Stores UK Limited

Notes to the financial statements (continued)
For the period ended 2 February 2019

6. _Operating profit

Operating profit is stated after charging:

2019 2018

£000 £'000

Depreciation of tangible fixed assets : 1,630 8,168

) Foreign exchange loss _ , 29 29
Services provided by the Company's auditor . :

- fees payable for the audit o ' 75 "84

Operating leases ' - 30,952 . 32,397

Fees,payahle for the audit include fees related to the audit of the related com pany Abercrombie & Fitch (UK) Limited for an arhount
of £7,250 (2018: £9,000). '

1. "Staﬂ costs . ‘
g - 2018

£'000 " £'000

" Wages and salaries 15708 15317
Social security costs : 855 . 881"
Pension costs . - 234 90
16,897 16,288

The avera'ge number of employees including Directors during the period was as follows:

2019 . 2018
Sales 2,998 2,961
Administration. - 3 - 36

3,032 2,997

The Directors of the Company are not remunerated for their services to the Compan'y. In the opinion of the Directors, it is not
possible to determine with reasonable accuracy a cpst allocation relating to services provided to the Company.

8. Net interest expense
2019 2018

‘ o . 000 £000
Bank interest ‘ B . 32 43
Interest on intercompany foan 7 © (354) (361)
Interest on capital leases . —_— —
Net interest expense ' (322) (318)
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AFH Stores UK Limited

Notes to the financial statements (continved)
For the period ended 2 February 2019

9. Taxon profit on ordinary activities

2019 2018

£'000 £°000
Current tax '
UK corporation tax on profits of the period © 1,464 ' 2,523
Adjustment in respect of pre’vious periods (24) 698
Total current tax : ’ 11,440 .. 3,221
Deferred tax '
Origination and 'reversa,l of timing differences 164 (637)
Adjustment in respect of previous period (5) (622)
Effect of changes in tax rates : - ans 71
Total deferred tax B 142 {1,188)

~ Tax charge on profit on oerdinary activities ' 1,582 2,033

Factors affecting the tax charge for the financial period

The tax charge assessed for the period is higher (2018: hngher) than the standard rate of corporation tax in the UK (19%) (2018:
19. 17%) The dnfferences are explained below:

-

wms 208
£000 £'000
Profit on ordinary activities before taxation ' 4314 4,492
Profit on ordinary activities multiplied by standard rate of .
UK corporation tax of 19% (2018: 19.17%) : 831 861
 Effectsof: . ‘
Expenses not deductible for tax purposes .19 1,025.
Depreciation in excess of capital allowance ‘ . (155) . 641
Movement in short term timing difference ‘ (9) (4)
Adjustment to tax charges in respect of previous periods C o (24) 698
Tax on profit on ordinary activities - . . 1440 3,221

Factors that may affect future tax charges
The tax rate for the current period was 19%. The tax rate for the prior period was 20% until 1 April 2017 and 19% thereafter.

Reductions to the UK Corporation tax rates were substantively enacted as part of the Finance Bitl 2016 on 15 July 2015. These
reduced the main rate to 19% from 1 April 2017 and to 17% from 1 April 2020.
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AFH Stores UK Limited

Notes to the financial statements (continued)
For the period ended 2 February 2019

10.  Tangible assets

Gost: - -

At 4 February 2018
Additions

Transfers

Disposals

At 2 February 2018

Accumulated -
depreciation:

At 4 February 2018
Charge for the period
Disposals

At 2 February 2018

Net book value:

At 4 February 2018 .
At 2 February 2019

‘11, Stocks

Furniture . . " “Capitatized
fixtures and Leasehold  Leasehold Construction store
equipment improvements  acquisition  inprogress Dilapidations _ supplies Total
£000 - £000 £'000 £000 £000 £000 £000
20,144 56,978 " 9,065 .358 3,705 - 1,043 91,303
S —- — — 3,696 110 — 3,806
1,39 2111 — - 3s5m - - -
(52) — —_ . (5) — (15) (72)
21,488 59,089 9,065 5§52 T 3,815 1,028 95,037
17,050 40,072 5,241 — 1,849 — 64,212
1,163 5,151 824 — 492 — 7,630
(44) — — .- - — (44) .
18,169 45,223 - 6,085 —_ 2,341 —_— 71,798
3,094 16,906 3,824 368 . 1,856 1,043 27,091
3,319 13,866 3,000 552 1,474 . 1,028 23,239
2019 2018
£'000 £'000
Finished goods and goods for resale 39,740

38925

The cost of inventories recognised as an expense amounted to £87,041,030 (2018: £90,956,664).
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AFH Stores UK Limited

- Notes to the financial statements (continued) { '
For the period ended 2 February 2019

' 12.> Debtors

‘ 2019 2018

£000 - £'000

Trade debtors . S © 1,088 787
‘Amounts owed by group undertakings 10,235 1,124
Other debtors . 960 68
Prepayments 5460 - 5,463
Deferred tax (note 15) o 1,509 1,651

19,247 9,093

Amounts owed to group undertakings for trade are interest free, unsecured and repayable on demand.

“13.  Creditors: amounts falling dﬁe within one year

- 2019 2018

£'000 £'000

Trade creditors ' 346 225
Amounts owed to group undertakings 11,314 16,585

Corporation tax ' o 167 1,154

Other taxation and Social security ' 4,556 4,320

 Accruals and deferred income 9,842 8,630

32,225 30,914

Amounts owed to group undertakings, other'than the loan due to Abercrombie & Fitch (UK) Limited, are interest free, unsecured
and repayable on demand. The loan bears interest at 2.5% per annum (2018: 2.5% per annum) and the Company has recognized
an expense of £354,028 as interest payable in the statement of total comprehenswe income for the financial penod ended February

2 2019 (2018: 2360 836).
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AFH Stores UK Limited

Notes to the financiél statements (continued) ‘
For the period ended 2 February 2019

14.  Provisions for liabilities

* Dilapidation Deferred lease ’
provision © credits 2019

£000 £'000 “£'000
At 4 February 2018 ’ 4,878 9,240 , 14,118
Additions . - 363 223 . 586
Reclassifications to short term — (2,588) (2,588)
At 2 February 2019 5,241 6,875 - 12,116

The dilapidation provision relates to amdunts for the cost of restoring the store site at the end of the lease. Benefits received and
receivable as an incentive under an operating lease are recognised on a straight-line basis over the term of the lease.

15. - Deferred tax

Provided - Provided

2019 ; 2018

£000 £'000

Short term timing differences . 1508 _ 1651
Total deferred tax o 1,909 - 1,651 .

£000 £'000

At the beginning of the period . . 1,851 463

Deferred tax asset in profit and loss A ' (164) 637

Adjustment in respect of previous period - ’ 5 622

Effect of changes in tax rates : ' 17 -(71)

At the end of the period ~ . ’ © 1,508 1,651

16.  Equity
~ Share capital comprises 23,901,000 ordinary shares with value of £1 each, allotted and fully péid.

Retained earningé represents accumulated éomprehensive income for the period and prior periods less dividends paid.

In this financial périod the Directors of the Company do not recommend the distribution of any profits.
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AFH Stores UK Limited

Noteé to the financial statements (continued)
For the period ended 2 Febroary 2019
17. - Financial commitments

At February 2, 2013 thg Company had outstariding commitments for future minimum lease payments under non-cancellable
. operating leases which fall due as follows: . ’

o 2019 2018
-£'000 £000
Less than.one year o . 16,795 16,801
Two to five years ' 36;346 41,071
More than five years ' 5,408 12,060
: 58510 69932 .

18.  Related party transactions disclosure exemption

The Company has taken advantage of the exemption avaiiable in FRS102 Secfion 33 'Related Party disclosures' whereby it has
not disclosed transactions with the Uttimate Parent or any wholly owned subsidiary. )

19 Ultimate parent undertaking and controlling party

The Company's immediate parent is Abercrombie & Fitch Europe Sagl incorporated in Switzerland. The Company’s ultimate parent
undertaking and controlling party is Abercrombie & Fitch Co., a Delaware company incorporated in the United States of America.
This is the parent of the largest and smallest group, which includes the results of the Company and for which group accounts
-are prepared. A copy of the group financial statements can be obtained from Investor Relations Department, 6301 Fitch Path,

A ‘New Albany, Ohio 43054, US.A. or at htth/corporate.abercrombie.com/investors.
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