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ROTARY WATCHES LIMITED

STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2019

The directors present the strategic report for the year ended 31 December 2019.

Business review and key performance indicators
The directors actively monitor the kKey performance indicators (KPI's) for the entity and feel that turnover and gross
margins are important indicators of the performance of the business.

The Statement of Comprehensive Income is set out on page 7 and shows turnover for the year of £8,050,187 (2018 —
£9,888,013) and a loss after tax for the year of £1,482,286 (2018 - loss of £2,775,740).

Turnover decreased in comparison to the prior year by 18.6%. This was primarily a result of the decline in the mid-range
(£100 - £500 at retail} watch market which fell 18% in value this year, reflecting a continued market shift towards fitness
waatches, use of personal phones as time pieces and uncertainty in the UK over Brexit.

Gross margins increased to 36.8% from 33.7% in 2018 due to improved purchasing strategies and effective stock control
in 2019,

Expenses for the year decreased by 25.6% to £4,316,378 (2018 - £5,802,711) reflecting an ongoing focus on improving
operational efficiencies.

Principal risks and uncertainties

The market for wrist watches remains highly competitive and sensitive to the fortunes of the economy. The company
seeks to manage the risk of losing customers to key competitors within its chosen sectors of the UK watch market
through continued promoticn of the brand and further productivity efficiencies to enhance the service levels enjoyed by its
customers.

The impact of Brexit on the company will have little effect on sales and supplies in the perspective of key contracts and
border crossing costs.

Future developments
2019 proved to be a challenging year, with demand dampened by the impact of Brexit on consumer confidence. In the
view of this uncertainty, we continued to cut cur costs and improve margin wherever possible.

We continue the implementation of our diversification strategy in terms of a shift in emphasis to developing new markets
over the next three years and building our product portfolio to accommodate the demands of this strategy.

In addition, we will continue to rationalise our resources to save costs and to examine sharing resources within the CW.J
group to develop further savings and improved operational efficiencies.




ROTARY WATCHES LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

Going concern

In May 2019, the parent company of Rotary Walches Limited, the Dreyfuss Group Limited, paid off the UK group external
bank facilities at both the parent and trading subsidiaries level after receiving a loan from the ultimate parent company
Citychamp Watch & Jewellery Limited, a company listed on the Hong Kong Stock Exchange.

The company is in a net liability position and reliant on the financial support of its ultimate parent company in the context
of non-recall of existing intercompany loans and further ongoing support to fund operations so as to enable the company
to mcct its obligations as they fall duc. As stated in note 2.2, these cvents or conditions, indicate the cxistence of a
material uncertainty which may cast significant doubt about the company’s ability to continue as a going concern.

Impact of Covid-19

In March 2020, the Covid-19 outhreak was declared a pandemic by the World Health Organization. The directors have
considered the cffects of this an the trading perfermance and position of the company subscquent to the year end. The
directors are of the opinion that the company can continue 1o operate as a going concern for the foreseeable future and
have adopted the going concern basis in preparing the annual report and financial statements.

On behalf of the board

T Halim
Director
3 May 2021




ROTARY WATCHES LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2019

The directors present their annual report and financial statements for the year ended 31 December 2019.

Principal activities

The principal activities of the company throughout the year were that of watch importing and selling, and of watch
manufacturing and repair. Specifically the company sells the Rotary, Dreyfuss & Co. and Joseph & Thomas Windmills
brands.

Directors
The directors who held office during the year and up to the date of signature of the financial statements were as follows:

KL Hon

T Halim

C W Fong

L Lam

M Lam

P J McKenna {Resigned 24 February 2020}
JLyu {Appointed 10 June 2019}

Results and dividends
The results for the year are set out on page 7.

No crdinary dividends were paid. The directors do not recommend payment of a final dividend.

Qualifying third party indemnity provisions
The company has arranged qualifying third party indemnity for all of its direclors during the year. These provisions remain
in force at the reporting date.

Financial risk management

Foreign exchange risk

The company purchases finished watches in Swiss Francs, US Dollars and Chinese Yuan. The company is therefore
exposed to movements in the Swiss Franc, US Dollar and Chinese Yuan to Sterling exchange rates. The Board menitors
the overall exposure and takes out forward contracts to fix the exchange rate when sufficient funds are available to allow
the company to utilise them.

Credit risk

The company’s credit risk is primarily attributable to its trade debtors. Credit risk is managed by running credit checks on
new customers and by monitaring payments against contractual agreements. As part of an invoice discounting
arrangement, the company has also been covered by the bank's credit protection policy which provides cover in the
event of UK based customer insolvency. The invoice discounting arrangement was applicable as at the end of 2018 but
the arrangement was subsequently terminated on the 30th of June 2019. Future facilities are under review and in the
meantime, as discussed in the strategic report, the company benefits from ultimate parent company support.

Liguidity risk

The company monitors cash flow as part of its day to day control procedures. The Board considers cash flow projections
on a monthly basis that look forward for a period of not less than twelve months and ensures that appropriate facilities are
available to be drawn upon as necessary.

Auditor
Kingswood LLP were appointed as auditor to the company and in accordance with section 485 of the Companies Act
2008, a resolution proposing that they be re-appointed will be put at a General Meeting.




ROTARY WATCHES LIMITED

DIRECTORS' REPORT (CONTINUED}
FOR THE YEAR ENDED 31 DECEMBER 2019

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 prepare the financial statements in accordance with United Kingdom Generally Accepted Accounting
Practice {United Kingdom Accounting Standards and applicable law). Under company law the directors must not approve
the tinancial statcments unless they arc satisficd that they give a frue 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 then apply them censistently,
make judgements and accounting sstimates 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
. prepare the financial statements on the going concemn basis unless it is inappropriate to presume 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 ireqularities
Matters covered in the strategic report

The company has chosen in accordance with Companies Act 2006, s. 414C{11) to set out in the company's strategic
report information required by Large and Medium-sized Companies and Groups {Accounts and Reports) Regulations
2008, Sch. 7 to be contained in the directors' report. It has dong so in respect of fulure developments and exposure to
certain risks.

Statement of disclosure to auditor

3o far as each person who was a director at the date of approving this report is aware, there is no relevant audit
information of which the company’s auditor is unaware. Additienally, the directors individually have taken all the
necessary steps that they ought to have taken as directars in order to make themselves aware of all relevant audit
information and to establish that the company’s auditor is aware of that information.

On behalf of the board

T Halim
Director
3 May 2021




ROTARY WATCHES LIMITED

INDEPENDENT AUDITOR'S REPORT
TO THE MEMBER OF ROTARY WATCHES LIMITED

Opinion

We have audited the financial statements of Rotary Watches Limited (the 'company') for the year ended 31 December
2119 which comprise the statement of comprehensive income, the statement of financial position, the statemeant of
changes in equity and notes to the financial statements, including a summary of significant accounting policies. The
financial reporting framewark that has been applied in their preparation is applicable law and United Kingdom Accounting
Standards, including FRS 102 The Financial Reporting Standard appiicable in the UK and Republic of lrefand (United
Kingdam Generally Accepted Accounting Practice).

In our opinion the financial statements:
. give a true and fair view of the state of the company's affairs as at 31 December 2019 and of its loss for the
year then ended;
. have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice; and
. have 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 applicable law. Cur
responsibilities under those standards are 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 accerdance with the ethical requirements that
are relevant to our audit of the financial statements in the UK, including the FRC’s Ethical Standard, and we have fulfilled
our other ethical responsibilities in accordance with these requirements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Material uncertainty related to going concern

We draw attention to note 2.2 to the financial statements which confirms that the company is reliant on the financial
support of its ultimate parent company in the context of non-recall of existing inter-company loans and further ongoing
support to fund operations so as to enable the company to meet its obligations as they fall due. As stated in note 2.2,
these evenis or conditions, indicate the existence of a material uncertainty which may cast significant doubt about the
company’s ability to continue as a going concern. Our opinion is not modified in respect of this matter.

Other information

The directors are responsible for 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 extent otherwise explicitly stated in our report, we do
not express any form of assurance conclusion thereon.

In connection with our audit of the financial staterments, our respansihility 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 misstatemants, we are required to determine whether there is a material misstatement in the financial
statements or a material misstatement of the other information. If, based on the work we have performed, we conclude
that there is a material misstatement of this other information, we are required to report that fact.

We have nothing to report in this regard.

Opinions on other matters prescribed by the Companies Act 2006
In our apinion, based an the work undertaken in the course of our audit:
* the information given in the strategic report and the directors' report for the financial year for which the financial
statements are prepared is consistent with the financial statements; and
* the strateqic report and the directors’ report have been prepared in accordance with applicable legal requirements.




ROTARY WATCHES LIMITED

INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBER OF ROTARY WATCHES LIMITED

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 audit,
we have not identified material misstaterments in the strategic repert and the directors’ report.

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to you
if, in our opinion:

hd adcquatc accounting rccords 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 not made; or
. we have not received all the information and explanations we require for our audit.

Responsibilities of directors

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

In preparing the financial statements, the directors are respensible 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 responsibilities for the audit of the financial statements

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

A further descripticn of our responsibilities for the audit of the financial statements is located on the Financial Reporting
Council's wabsite at: http://iwww 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 member in accordance with Chapter 3 of Part 16 of the Companies Act 2008.
Our audit work bas been undertaken so that we might state to the company's member those matters we are required to
state to them in an auditor's report and for no other purpose. To the fullest extent permitted by law. we do not accept or
assume responsibility to anyone other than the company and the company's member for our audit work, for this report, or
for the opinions we have formed.

Stephen Iseman FCA (Senior Statutory Auditor)
for and on behalf of Kingswood LLP 5 May 2021

Chartered Accountants

Statutory Auditor 3 Coldbath Square
London
EC1R 5HL




ROTARY WATCHES LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2019

2019
Notes £
Turnover 4 8,050 187
Cost of sales {5,086,541)
Gross profit 2,963,646
Selling and distribution costs {1,652,042)
Administrative expenses {2,664,336)
QOperating loss 5 {1,352,732)
Interest payable and similar expenses 8 (129,554)
Loss befare taxation {1,482,286)
Tax on loss 9 -
Loss for the financial year {1,482,286)
Other comprehensive income
Revaluaticn of tangible fixed assets -

Total comprehensive income for the year {1,482,288)

The income statement has been prepared on the basis that all operations are continuing operations.

The notes on pages 10 - 23 form part of these financial statements

2018
as restated
£

9,388,013
(6.,552,177)

3,335,836

(2,510,173)
(3.292,538)

{2.486,875)
{308,865)

{2.775.740)

(2.775,740)

23,000

(2,752,740)

_7-




ROTARY WATCHES LIMITED

STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2019

2019

Notes £ £
Fixed assets
Tangible assets 10 765,801
Current assets
Stocks 12 5,148,684
Debtors 13 11,593,978
Cash at bank and in hand 782,873

17,525,535

Creditors: amounts falling due within one
year 14 {29,378,094)
Net current liabilities (11,852,559)
Total assets less current liabilities (11,086,758)
Provisions for liabilities 15 (569,863)
Net liahilities (11,656,621)
Capital and reserves
Called up share capital 17,18 1,000,000
Revaluaticn reserve 18 295,500
Profit and loss reserves 18 (12,852,121)

Total equity (11,656,621

2018
as restated
£ £
746,142
5,746,223
10,416,355
40,352
16,202,930
(26,832,398)
(10,629,468)
(9,883,326)
(291,009)

(10,174,335)

1,000,000
295,500

(11,469,835)

(10,174,335)

The financial statements were approved by the board of directors and authorised for issue on 3 May 2021 and are signed

cn its behalf by:

T Halim
Director

Company Registration No. 04109554

The notes on pages 10 - 23 form part of these financial statements

-8-




ROTARY WATCHES LIMITED

STATEMENT CF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2019

Share capital Revaluation  Profit and Total
reserveloss reserves

Notes £ £ £ £
As restated for the peried ended 31 December
2018:
Balance at 1 January 2018 1,000,000 272500  (8,174,103) (6,901,803)
Effect of prior vear adjustments 23 - - (519,992) (519,292)
As restated 1,000,000 272,500  (8,694,095) (7,421,595)
Year ended 31 December 2018:
Loss for the year (as restated) 23 - - (2,775,740) (2,775,740)
Other comprehensive income:
Revaluaticn of fangible fixed assets - 23,000 - 23,000
Total comprehensive income for the year - 23,000 (2,775,740) (2,752,740)
Balance at 31 December 2018 1,000,000 295,500 (11,469,835) (10,174,335)
Year ended 31 December 2019:
Loss and total comprehensive income for the year - - (1,482,288) (1,482,286)
Balance at 31 December 2019 1,000,000 295500 (12,952,121) (11,656,621)

The notes on pages 10 - 23 form part of these financial statements

-9-




ROTARY WATCHES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019

21

Company information

Rotary Watches Limited is a private company limited by shares incorporated in England and Wales. The registered
office is 8th Floor Elm Yard, 13-16 Elm Street, London, WC1X 0BJ. The principal activities of the company
throughout the year were those of watch importing and selling, and of watch manufacturing and repair. Specifically
the company sells the Rotary, Dreyfuss & Co. and Joseph & Thomas Windmills brands.

Accounting policies

Accounting convention

These financial statements have been prepared under the historical cost convention as modified by the revaluation
of certain fixed assets and financial instruments at fair value in accordance with FRS 102 “The Financial Reporting
Standard applicable in the UK and Republic of Ireland” (*FR3 102") and the requirements of the Companies Act
2006.

The financial statements are prepared in sterling, which is the functional currency of the company. Manetary a
mounts in these financial statements are rounded to the nearest £.

The preparation of financial statements in accordance with FRS 102 requires the use of certain critical accounting
estimates. It also requires management to exercise judgement in applying the company's accounting policies (see
note 3).

The principal accounting policies adopted are set out below,

This company is a qualifying entity for the purpases of FRS 102, being a member of a group where the parent of
that group prepares publicly available consolidated financial statements, including this company, which are
intended 1o give a true and fair view of the assets, liabilities, financial position and profit or loss of the group. The
company has therefore taken advantage of exemptions from the following disclosure requirements:

* Section 7 ‘Statement of Cash Flows' — Presentation of a statement of cash flow and related notes and
disclosures;

* Section 11 ‘Basic Financial Instruments’ and Section 12 ‘Other Financial Instrument Issues’ — Canrying
amounts, interest income/expense and net gainsflosses for each category of financial instrument; basis of
determining fair values; details of collateral, loan defaults or breaches, details of hedges, hedging fair value
changes recognised in profit or loss and in other comprehensive income;

® Section 33 'Related Party Disclosures’ — Compensation for key management personnel.

The financial statements of the company are consolidated in the financial statements of Citychamp Watch &
Jewellery Group Limited. These consclidated financial statements are available from Hong Kong Stock Exchange
through its website www.hkex.com.bk,

-10 -




ROTARY WATCHES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019

2.2

23

24

Accounting policies {Continued)

Going concern

As at the year-end the company was loss making with net liabilities of £11,656,621 (2018 — £10,174,335). The
company relies on the financial support of its ultimate parent company, Citychamp Watch and Jewellery Group
Limited.

The company has received written confirmation from its ultimate parent company confirming that it will not recall
existing loans and will continue to provide financial suppert in relation to the company’s werking capital
requirements.

Taking into consideration the impact of Covid-19 and having reviewed cashflow forecasts, for a pericd of not less
than 12 months from the date of approval of these financial statements, and having made appropriate enquiries of
the ultimate parent company with regards to their intention and financial means to provide the ongoing financial
support, as specified in the written confirmation received, the directors have concluded that it is appropriate to
prepare the financial statements on a going concern basis. Notwithstanding this intention, there is ne contractual
certainty that such support will be made available. This represents a material uncertainty that may cast significant
doubt about the company’s ability to continue as a going concern.

Turnover

Turmover comprises revenue recognised by the company in respect of goods and services supplied during the year
in the normal course of business and is measured as the fair value of the consideration received or receivable,
excluding discounts, rebates, value added tax and other sales taxes.

Tangible fixed assets

Tangible fixed assets under the cost model are stated at historical cost less accumulated depreciation and any
accumulated impairment losses. Historical cost includes expenditure that is directly attributable to bringing the
asset to the location and condition necessary for it to be capable of cperating in the manner intended by
management.

The company adds to the carrying amount of an item of fixed assets the cost of replacing part of such an item
when that cost is incurred, if the replacement part is expected to provide incremental future benefits to the
company. The carrying amount of the replaced part is derecognised. Repairs and maintenance are charged to
profit or loss during the period in which they are incurred.

Depreciation is charged so as to allocate the cost of assets, except the "Vintage Watch Cellection”, less their
residual value over their estimated useful lives, using the straight line method.

Depraciation is provided on the following basis:

Improvements to leasehold property Equal instalments over the period of the lease
Marketing - Display equipment 20% ta 40% per annum

Marketing - Exhibition equipment 20% per annum

Fixtures and fittings 10% to 25% per annum

Computer equipment 25% to 50% per annum

11 -




ROTARY WATCHES LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

2.5

26

27

Accounting policies {Continued)

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

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and are
recognised within 'other operating income' in the Statement of Comprehensive Income.

Vintage Watch Coflection

The "Vintage Watch Collection”, comprising a valuable collection of over 300 Rotary watches dating back some
100 years, is maintained at its fair value. These fixed assets are used to promote the tradition and heritage of the
company as Swiss Manufacturers at sales conferences and directly with customers. In accordance with FRS102,
all watches in this asset category are valued at fair value at the date of the revaluaticn, being open market value.

Marketing — Display equipment
Internal costs directly incurred in developing display equipment are capitalised as a tangible fixed asset.

Impairment of fixed assets

At each reporting date, the company assesses whether there is any indication of impairment. If such indication
exists, the recoverable amount of the asset is determined, which is the higher of its fair value less costs to sell and
its value in use. An impairment loss is recognised where the carrying amount exceeds the recoverable amount.

Stocks
Stocks are stated at the lower of cost and net realisable value, being the estimated selling price less costs to
complete and sell. Work in progress and finished goods include labour and attributable overheads.

At each reporting date, stocks are assessed for impairment. If stock is impaired, the carrying amount is reduced to
its selling price less costs to complete and sell. The impairment loss is recognised immediately in profit or loss.

Financial instruments

The company only enters inte basic financial instruments transactions that result in the recognition of financial
assets and liabilities like trade and other accounts receivable and payable, loans from hanks, current accounts and
loans to and from related parties.

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

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 chjective evidence of impairment is found, an impairment loss is recognised in
the Statement of Comprehensive Income.

For financial assets measured at amortised cost, the impairment loss is measured as the difference between an
assef's carrying amount and the present value of estimated cash flows discounted at the asset's original effective
interest rate. If a financial asset has a variable interest rate, the discount rate 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 difference between
an asset's carrying amount and best estimate, which is an approximation of the amount that the company would
receive for the asset if it were tn he sold at the reporting date

12 -




ROTARY WATCHES LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

2

2.8

2.9

Accounting policies {Continued)

Debt instruments {other than those wholly repayable 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 method. Debt instruments that are 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 received. 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 interest that is not a market rate or in case of an cut right short term loan not at
market rate, the financial asset or liability is measured, initially, at the present value of the future cash flow
discounted at a market rate of interest for a similar debt instrument and subsequently at amortised cost.

Taxation

The tax expense for the year comprises current and deferred tax. Tax is recognisad in the Statement of
Comprehensive Income, except that a change attributable to an item of income and expense recognised as other
comprehensive income or to an item recognised directly in equity is also recognised in other comprehensive
income or directly in equiity respectively.

The current income tax charge is calculated on the basis of tax rates and laws that have been enacted or
substantively enacted by the reporting date in the countries where the company operates and generates income.

Deferred tax balances are recognised in respect of all timing differences that have originated but not reversed by
the Statement of Financial Position date, except that:

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

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

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

Provisions for liabilities

Provisions are made where an event has taken place that gives the company a legal or constructive obligation that
probably requires settlement by a transfer of econemic benefit, and a reliable estimate can be made of the amount
of the obligation.

Provisions are charged as an expense to the Statement of Comprehensive Income in the year that the company
becomes aware of the obligation, and are measured at the best estimate at the Statement of Financial Position
date of the expenditure required to settle the obligation, taking into aceount relevant risks and uncertainties.

When payments are eventually made, they are charged to the provision carried in the Statement of Financial
Position.

-13 -




ROTARY WATCHES LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

210

212

213

Accounting policies {Continued)

Employee benefits
The costs of shart-term employee benefits are recognised as a liability and an expense.

The cost of any unused holiday entitlement is recognised in the period in which the employee’s services are
received.

Termination benefits are recognised immediately as an expense when the company is demonstrably committed to
terminate the employment of an employee or to provide termination benefits.

Retirement benefits
Defined contribution pension plan

The company contributes to a defined contribution plan for its employees. A defined contribution planis a pensicn
plan under which the company pays fixed contributions into a separate entity. Once the contributions have been
paid the company has no further payments obligations.

The contributions are recognised as an expense in the Statement of Comprehensive Income when they fall due.
Amounts not paid are shown in accruals as a liability in the Statement of Financial Position. The assats of the plan
are held separately from the company in independently administered funds.

Leases

Where assets are financed by leasing agreements that give rights approximating to ownership (finance leases), the
assets are treated as if they had been purchased cutright. The amaunt capitalised is the present value of the
minimum lease payments payable over the term of the lease. The cerresponding leasing commitments are shown
as amounts payable to the lessor. Depreciation on the relevant assets is charged to profit or loss over the shorter
of estimated useful economic life and the term of the lease. Lease payments are analysed between capital and
interest components so that the interest element of the payment is charged to profit or loss over the term of the
lease and is calculated so that it represents a constant proportion of the balance of capital repayments outstanding.
The capital part reduces the amounts payable to the lessor.

Rentals payable under operating leases, including any lease incentives received, are charged to profit or loss on a
straight line basis over the term of the relevant lease except where another more systematic basis is more
representative of the time pattern in which economic benefits from the leases asset are consumed.

Foreign currency translation
Functional and presentation currency

ltems included in the financial statements for the company are measured using the currency of the primary
economic environment in which the entity operates ("the functional currency”). The financial statements are
presented in sterling, which is the company’s functional and presentation currency.

Transactions and balances

Foreign currency transactions are translated into the functional currency using the spot exchange rates at the dates
of the transactions. At each period end foreign currency monetary items are translated using the closing rate.
Nonmonetary items measured at historical cost are translated using the exchange rate at the date of the
transaction and nonmonetary items measured at fair value are measured using the exchange rate when fair value
was determined.
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ROTARY WATCHES LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

3 Judgements and key sources of estimation uncertainty

In preparing these financial statements, the directors have had to make the following judgements:

Determine whether leases entered into by the company are operating or finance lzases. These decisions
depend on an assessmant of whether the risks and rewards of ownership have been transferred from the
lessor to the lessee on a lease by lease basis.

Determine whether there are indications of impairment of tangible and intangible assets. Factors taken into
coensideration in reaching such a decision include the economic viability and expected future performance of
the asset.

Stock provision — stock is carried at the lower of cost and net realisable value. In determining if there is a
requirement for a provisicn and deciding on an appropriate level of provision, management consider the
likelihood that any stoeck held is likely to be secld for less than the cost held in the statement of financial
positicn and provide for any stock accordingly.

Valuation of vintage watch collection — The collection is valued in accordance with the accounting policy at
2.4 which is the consideration that an independent party feels the company would receive should the
decision be made to sell the antique watches in the open market.

Assass whether any costs require separate presentation, where this presentation is relevant to the
understanding of the company's financial performance.

Assumptions applied in the calculation of warranty provisions. Management have applied their best estimate
combined with historical results in order to derive a suitable warranty provision.

Other key sources of estimation uncertainty

Tangible fixed assets are depreciated cver their useful lives taking into account residual values, where
appropriate. The actual lives of the assets and residual values are assessed annually and may vary
depending on a number of factors. In re-assessing asset lives, factors such as technological innovation,
product life cycles and maintenance programmes are taken into account. Residual value assessments
consider issues such as future market conditions, the remaining life of the asset and projected disposal
values.

Deferred tax assets are recognised to the extent that it is probable that sufficient future taxable profits will be
made in crder to utilise available tax losses. Management have considered forecasts in order to assess the
likelihood and timing of future profits.

4 Turnover and other revenue

2019 2018
£ £

Turnover analysed by geographical market
United Kingdem 8,034,613 9,839,523
Rest of the World 15,574 48,490
8,050,187 9,888,013
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ROTARY WATCHES LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

5 Operating loss

2019 2018
Operaling luss lor the year is slaled aller charging/(crediling): £ £
Exchange differences apart from those arising on financial instruments measured
at fair value through profit or loss (889,513) (17,210)
Fees payable to the company's auditor for the audit of the company's financial
statements 88,264 70,895
Depreciation of owned tangible fixed assets 268,810 397,209
Loss on disposal of tangible fixed assets 891 -
Qperating lease charges 442,652 557,145

6 Employees

The average monthly number of persons (including directors) employed by the campany during the year was:

2019 2018
Number Number
Management and administration 61 61
Sales 7 6
68 67

Their aggregate remuneration comprised:
2019 2018
£ £
Wages and salaries 2,156,754 2,309,056
Social security costs 276,425 326,454
Pension costs 110,541 124,195
2,543,720 2,759,705

7 Directors' remuneration

2019 2018
£ £
Directors’ emoluments 181,211 313,673
Payments to defined contribution pension schemes 12,000 20,625
Compensation for loss of office - 187,021
193,211 521,319
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ROTARY WATCHES LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

7 Directors' remuneration {Continued)

The highest paid director received remuneration of £169,511 (2018: £343,596}).

The value of the company's contributions paid to a defined contribution pension scheme in respect of the highest
paid director amounted to £12,000 (2018: £26,135).

The number of directors for whom retirement benefits are accruing under defined contribution schemes amounted
to 1 (2018 - 2).

8 Interest payable and similar expenses
2019 2018
£ £
{As restated}
Interest on financial liabilities measured at amortised cost:

Interest on bank overdrafts and lcans 68,354 143,022
Interest on finance leases and hire purchase contracts 60,438 162,605
128,792 305,627
Other finance costs:
Other interest 762 3,238
129,554 308,865
9 Taxation

The actual charge for the year can be reconciled to the expected credit for the year based on the profit or loss and
the standard rate of tax as follows:

2019 2018
£ £

(As restated)

Loss before taxation (1,482,286) (2,775,740)

Expected tax credit based on the standard rate of corparation tax in the LK of

19.00% (2018: 19.00%) (281,634) (527,391)
Tax effect of expenses that are not deductible in determining taxable profit 4,628 6,373
Adjustments in respect of prior years (94,106) -
Fixed asset differences - 5,313
Defered tax not recognised 371,112 515,705

Taxation charge for the year - -

A deferred tax asset has not been recognised in respect of depreciation in excess of capital allowances £495,882
(2018 - £337,564) and tax losses of £2,715,682 (2018 - £2,234,931).
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ROTARY WATCHES LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

10

1

12

Tangible fixed assets

Improvements toFixtures, fittings Vintage watch Total
leasehold and equipment collection
property
£ £ £ £

Cost or valuation
At 1 January 2019 54,817 1,533,331 318,000 1,906,148
Additions 176.400 112,960 - 289,360
Disposals (15,03%) - - (15,030)
At 31 December 2012 216,187 1,646,291 318,000 2,180,478
Depreciation and impairment
At 1 January 2019 21,059 1,138,947 - 1,160,006
Depreciation charged in the year 26.463 242 347 - 268,810
Eliminated in respect of disposals (14,139) - - (14,139)
At 31 December 2019 33,383 1,381,294 - 1,414,677
Carrying amount
At 31 December 20182 182,804 264,997 318,000 765,801
At 31 December 2018 33,758 394,384 318,000 746,142

A member of the National Association of Geldsmiths carried out an epen market valuation of the vintage watch
collection on 20 March 2019, The valuation gave rise 10 a value of £318,000 which was updated as at 31 December
2018, The directors are of the opinion that the valuation as at 31 December 2019 has not materially changed. The
historical cost of these assets less depreciation was £22,500.

Financial instruments

2019 2013
£ £
Carrying amount of financial assets
Debt instruments measured at amortised cost 12,084,110 10,121,459
Carrying amount of financial liabilities
Measured at amortised cost 28,914,983 26,151,781

Financial assets measured at amertised cost comprise cash and cash equivalents, frade and other debtors and
intercompany balances.

Financial liabilities measured at amortised cost comprise trade and other creditors {excluding taxation), accruals,
bank leans and overdrafts and intercompany balances.

Stocks
2019 2018
£ £
Finished goods and goods for resale 5,148,684 5,746,223
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ROTARY WATCHES LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

{Continued)
12 Stocks

The difference between purchase price of stocks and their replacement cost is nat material.

13 Debtors

2019 2018
Amounts falling due within one year: £ £
Trade debtors 1,152,411 1,221,622
Amounts owed by related parties 1,648,339 1,673,650
Amounts owed by group undertakings 8,176,954 6,968,233
Other debtors 323,533 217,602
Prepayments and accrued income 292,741 335,248

11,593,978 10,416,355

14 Creditors: amounts falling due within one year
2019 2018
£ £
{As restated}

Bank loans and overdrafts - 2,120,065
Trade creditors 1,807,981 1,771,261
Amounts owed 1o related parties 15,469,706 8,087,876
Amounts owed 1o group undertakings 9,189,057 12,180,383
Other taxation and social security 463,111 680,617
Other creditors 854,572 1,058,145
Accruals and deferred income 1,593,667 934,051

29,378,094 26,832,398

Bank loans and overdrafts includes an amount of £nil (2018 - £633,446) drawn on the company's invoice
discounting facility, which was discontinued on 30 June 2019.

The bank loans and overdrafts were secured by a fixed and floating charge over all assets of Rotary Watches
Limited and its immediate parent company, The Dreyfuss Group Limited.

15  Provisions for liabilities

2019 2018
£ £
Wharranty provision 569,863 291,009
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ROTARY WATCHES LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

15

16

17

18

Provisions for liabilities {Continued)

Movernenls on provisions:

Warranty

provision

£

At 1 January 2019 291,009

Additional provisions in the year 278,854

At 31 December 2018 569,863
Retirement benefit schemes

2019 2018

Defined contribution schemes £ £

Charge to profit or loss in respect of defined contribution schemes 110,541 124,195

The company contributes to personal pension plans. The assets of the scheme are held separately from those of
the company in an independently administered fund. Contributions totaling £17,330 (2018 - £24,073) were payable
to the fund at the Statement of Financial Position date are included in other creditors.

Share capital

2019 2018
£ £
Ordinary share capital
Issued and fully paid
1,000,000 ordinary shares of £1 each 1,000,000 1,000,000

Reserves

The company’s reserves are as follows:

* The called up share capital reserve represents the nominal value of the shares issued.

® The revaluation reserve represents the balance of the market value of antique watches less their historic
cast. The revaluation reserve is not distributable.

®* The profit and loss account represents cumulative profits or losses, net of dividends paid and other
adjustments.
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ROTARY WATCHES LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

19  Operating lease commitments

Lessee
At the reporting end date the company had outstanding commitments for future minimum lease payments under
non-cancellable operating leases, which fall due as follows:

2019 2018

£ £

Within one year 411,173 407,317
Between two and five years 919,289 892,877
1,330,462 1,300,194

20  Events after the reporting date

There have been 2 significant events since the year end:

The UK'’s exit from the European Union
On the 1st January 2021 the UK officially exited the European Union and was no longer a member of the Single
Market.

Currently the company does not import products from EU suppliers and so exiting the EU has not impacted our
supply chain which is predominantly based outside the EU.

The financial impact has been minimal as almost the entire turnover is derived from UK markets.

Covid-19

The biggest challenge that has affected business this year is the Global Caronavirus Pandemic that began to gather
pace at the end of 2019 which centinued throughout 2020 and into 2021. During that period, the company has
continued to operate effectively by moving head office functions to home working and carefully adapting the working
environment and working practices within the warehouse to safeguard the health and wellbeing of colleagues.

The initial economic impact was on the supply chain but as the virus has spread around the globe, this is having a
maijor impact on our customers as markets closs, society comes to a virtual standstill and the global econemy has
fallen into recession.

This biggest issue the company has faced are the National Lockdowns and the impact this has had on the UK's
spending habits. This is especially so as the UK market accounts for aimost all the company's turnover, the majority
of which is through High Street retailers. To reduce the impact of the closure of High Street retailers, some of whom
may never reopen, we have increased cur online presence through our own Website and that of Amazon and the
Amazon Market Place.

Positively the UK is successfully achieving its Vaccine roll out programme with the news that the majority of
restrictions in place will be lifted during Q2 2021 and the positivity and hope this cffers, does show a light at the end
of the tunnel.

Brexil and Covid-19 are considered tc be non-adjusting post reporting date events and therefore have not been
taken into account in preparing the statement of financial positicn as at 31 December 2019.
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21

22

23

Related party transactions

Transactions with related parties

In accordance with FRS 102 paragraph 33.1A, the company has taken the exemption from disclesing related party
transactions with entities that are part of The Dreyfuss Group Limited. The company has also taken exemption from
disclosing transactions with entities which are wholly owned subsidiaries of Citychamp Watch & Jewellery Group
Limited, the ultimate controlling party.

The related party balances are broken down inte the following transactions:

The amount owed by Eterna AG Limited, a fellow subsidiary of the Citychamp Watch & Jewellery Group Limited, at
the year end was £1,648,339 (2018 - £1,673,628).

The company purchased watches from Fair Future Industrial Ltd which is 25% owned by Citychamp Watch &
Jewellery Group Limited, totalling £1,842,798 (2018 - £2,648,302). The amount owed to Fair Future Industrial Lid at
the year end was £3,540,009 (2018 - £2,187,543).

The net amount owed to Citychamp Watch & Jewellery Group Limited at the year end was £11,778,021 (2018 -
£5,900,334).

The company purchased watches from Zhuhai Rossini Watch Industry Ltd, a fellow subsidiary of the Citychamp

Watch & Jewellery Group Limited, totalling £25,000 {2018 - £nil).
Ultimate controlling party

At 31 December 2019 the company's immediate parent company was The Dreyfuss Group Limited which is the
parent of the UK based group of which the company is a member.

The ultimate parent company and cantrolling party is Citychamp Watch & Jewellery Group Limited, a company
incorporated in Cayman Islands and listed on the Hong King Stock Exchange, by virtue of its shareholding in The
Dreyfuss Group Limited. Citychamp Watch & Jewellery Group Limited is the smallest and the largest group in which
the company's results are consclidated, Copies of the consolidated financial statements of Citychamp Watch &
Jewellery Group Limited are available from Hong Kong Stock Exchange through its website www.hkex.com hk.

Prior period adjustment
Recently, the company identified that some of the import related costs in respect of a number of previcus periods
were erraneously omitted from being recorded in the financial statements. Accordingly, prior period figures were

adjusted to rectify this error.

Changes to the statement of financial position

As previously AdjustmentAs restated at 31
reported Dec 2018
£ £ £
Creditors due within one year
Other creditors (23,400,543) (631,173) (24,031,716)
Capital and reserves
Praofit and loss (10,838,662) (631,173)  {11,469,835)
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23  Prior period adjustment

Changes to the income statement

Period ended 31 December 2018

Cosl of sales
Interest payable and similar expenses
Loss for the financial period

As previously
reported
£

(6,444,234)
(305,627)
(2,664,559)

{Continued)

Adjustment As restated
£ £

(107,943)  (6,552,177)
(3,238) (308,865)
(111,181) (2,775,740}
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