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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

X QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the quarterly period ended August 3, 2013

OR

0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the transition period from to

Commission file number: 1-11893

GUESS?, INC.

(Exact name of registrant as specified in its charter)

Delaware 95-3679695

(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

1444 South Alameda Street

Los Angeles, California 90021

(Address of principal executive offices) (Zip Code)

(213) 765-3100

(Registrant’s telephone number, including area code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes x No o
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files). Yes x No o

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or
a smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer x Accelerated filer o

Non-accelerated filer o Smaller reporting company o
(Do not check if a smaller reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act). Yeso Nox

As of September 5, 2013 the registrant had 84,892,646 shares of Common Stock, $.01 par value per share,
outstanding.
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PART I. FINANCIAL INFORMATION

ITEM 1. Financial Statements.

GUESS?, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS
(in thousands, except share data)

ASSETS

Current assets:

Cash and cash equivalents
Short-term investments
Accounts receivable, net
Inventories

Other current assets

Total current assets
Property and equipment, net
Goodwill

Other intangible assets, net
Long-term deferred tax assets
Other assets

LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:

Current portion of capital lease obligations and borrowings
Accounts payable

Accrued expenses

Total current liabilities

Capital lease obligations

Deferred rent and lease incentives

Other long-term liabilities

Redeemable noncontrolling interests
Commitments and contingencies (Note 12)

Stockholders’ equity:

Preferred stock, $.01 par value. Authorized 10,000,000 shares; no shares issued and

outstanding

Common stock, $.01 par value. Authorized 150,000,000 shares; issued 139,146,044
and 138,812,082 shares, outstanding 84,846,397 and 85,367,984 shares, at August 3,

2013 and February 2, 2013, respectively
Paid-in capital

Retained earnings

Accumulated other comprehensive loss

Treasury stock, 54,299,647 and 53,444,098 shares at August 3, 2013 and February 2,

2013, respectively
Guess?, Inc. stockholders’ equity
Nonredeemable noncontrolling interests

Aug 3,
2013
(unaudited)

$343,725
5,022
271,826
400,141
108,381
1,129,095
341,378
38,661
14,611
40,711
116,547
$1,681,003

$3,015
198,388
171,204
372,607
7,210
91,601
115,919
587,337
3,996

848

431,773
1,178,601
(17,627

(519,613

1,073,982
15,688

Feb 2,
2013

$329,021
6,906
316,863
369,712
84,723
1,107,225
355,729
39,287
16,032
43,063
152,170
$1,713,506

$1,901
191,143
191,922
384,966
8,314
94,218
121,996
609,494
3,144

853

423,387
1,162,982
(2,461

(497,769

1,086,992
13,876
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Total stockholders’ equity 1,089,670 1,100,868
$1,681,003 $1,713,506

See accompanying notes to condensed consolidated financial statements.
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GUESS?, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(in thousands, except per share data)
(unaudited)

Product sales

Net royalties

Net revenue

Cost of product sales

Gross profit

Selling, general and administrative expenses
Restructuring charges
Earnings from operations
Other income (expense):
Interest expense

Interest income

Other income (expense), net

Earnings before income tax expense
Income tax expense
Net earnings

Net earnings attributable to noncontrolling interests

Net earnings attributable to Guess?, Inc.

Net earnings per common share attributable to

common stockholders (Note 2):
Basic
Diluted

Weighted average common shares outstanding attributable to

common stockholders (Note 2):
Basic
Diluted

Dividends declared per common share

See accompanying notes to condensed consolidated financial statements.

Three Months Ended
Aug 3, Jul 28,
2013 2012
$611,894 $608,383
27,118 27,010
639,012 635,393
390,480 383,833
248,532 251,560
181,623 194,259
6,129 —
60,780 57,301
(365 (397
475 815
(139 5,442
(29 5,860
60,751 63,161
20,048 20,212
40,703 42,949
837 50
$39,866 $42,899
$0.47 $0.49
$0.47 $0.49
84,080 86,972
84,347 87,237
$0.20 $0.20

Six Months Ended
Aug 3, Jul 28,
2013 2012
$1,130,558 $1,158,749
57,368 55,910
1,187,926 1,214,659
741,968 728,023
445,958 486,636
365,387 390,194
8,466 —
72,105 96,442
914 (781
809 1,509
5,318 6,010
5,213 6,738
77,318 103,180
25,515 33,018
51,803 70,162
2,021 617
$49,782 $69,545
$0.59 $0.78
$0.58 $0.78
84,331 88,081
84,563 88,384
$0.40 $0.40

)
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GUESS?, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(in thousands)

(unaudited)
Three Months Ended  Six Months Ended
Aug 3, Jul 28, Aug 3, Jul 28,
2013 2012 2013 2012
Net earnings $40,703  $42,949 $51,803  $70,162
Other comprehensive income (loss):
Foreign currency translation adjustment
Gains (losses) arising during the period 2,504 (52,888 ) (29,507 ) (49,247 )
Less income tax effect (114 ) 11,375 7,483 10,454
Derivative financial instruments designated as cash flow hedges
Gains arising during the period 227 8,314 4,897 7,440
Less income tax effect (163 ) (1,053 ) (745 ) (673 )
Reclassification to net income for gains realized (508 ) (832 ) (966 ) (3,453 )
Less income tax effect 84 99 154 420
Marketable securities
Gains (losses) arising during the period (132 ) (135 ) (33 ) 97
Less income tax effect 51 52 11 (37 )
Supplemental Executive Retirement Plan (“SERP”)
Plan amendment 4,529 — 4,529 —
Less income tax effect (1,733 ) — (1,733 ) —
Actuarial loss amortization 277 835 554 1,670
Prior service cost amortization 156 155 311 310
Less income tax effect (165 ) (378 ) (330 ) (756 )
Total comprehensive income 45,716 8,493 36,428 36,387
Less comprehensive income attributable to noncontrolling interests:
Net earnings 837 50 2,021 617
Foreign currency translation adjustment (561 ) (521 ) (209 ) (519 )
Amounts attributable to noncontrolling interests 276 471 ) 1,812 98
Comprehensive income attributable to Guess?, Inc. $45,440 $8,964 $34.616 $36,289

See accompanying notes to condensed consolidated financial statements.
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GUESS?, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)
(unaudited)

Cash flows from operating activities:
Net earnings

Adjustments to reconcile net earnings to net cash provided by operating activities:

Depreciation and amortization of property and equipment
Amortization of intangible assets

Share-based compensation expense

Unrealized forward contract gains

Net loss on disposition of property and equipment
Other items, net

Changes in operating assets and liabilities:

Accounts receivable

Inventories

Prepaid expenses and other assets

Accounts payable and accrued expenses

Deferred rent and lease incentives

Other long-term liabilities

Net cash provided by operating activities

Cash flows from investing activities:

Purchases of property and equipment

Changes in other long-term assets

Proceeds from maturity of investment

Acquisition of businesses, net of cash acquired

Net cash settlement of forward contracts

Net cash used in investing activities

Cash flows from financing activities:

Proceeds from short-term borrowings

Repayment of borrowings and capital lease obligations
Dividends paid

Purchase of redeemable noncontrolling interest
Noncontrolling interest capital contributions
Noncontrolling interest capital distributions

Issuance of common stock, net of nonvested award repurchases
Excess tax benefits from share-based compensation
Purchase of treasury stock

Net cash used in financing activities

Effect of exchange rates on cash and cash equivalents
Net change in cash and cash equivalents

Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

Supplemental cash flow data:
Interest paid

Six Months Ended

Aug 3, Jul 28,
2013 2012
$51,803 $70,162
43,327 42,369
981 1,147
5,999 8,643
(1,601 (2,992
7,290 386
(3,215 1,491
38,950 (10,708
(33,156 (55,831
4,752 3,268
(15,890 (22,768
(2,354 3,522
5,281 5,964
102,167 44,653
(40,445 (49,966
7,804 (7,946
1,826 —

(653 (15,980
1,468 4,375
(30,000 (69,517
1,294 —
(1,002 (970
(34,100 (36,095
— (4,185
521 —

— (3,086
3,259 1,760
221 45
(22,099 (140,262
(51,906 (182,793
(5,557 (12,211
14,704 (219,868
329,021 491,805
$343,725 $271,937
$537 $468

R N
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Income taxes paid $50,986 $45,459

See accompanying notes to condensed consolidated financial statements.
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GUESS?, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

August 3, 2013

(unaudited)

(1)Basis of Presentation

In the opinion of management, the accompanying unaudited condensed consolidated financial statements of

Guess?, Inc. and its subsidiaries (the “Company’) contain all adjustments, consisting of normal recurring adjustments,
considered necessary for a fair presentation of the condensed consolidated balance sheets as of August 3, 2013 and
February 2, 2013, the condensed consolidated statements of income and condensed consolidated statements of
comprehensive income for the three and six months ended August 3, 2013 and July 28, 2012, and the condensed
consolidated statements of cash flows for the six months ended August 3, 2013 and July 28, 2012. The accompanying
unaudited condensed consolidated financial statements have been prepared in accordance with accounting principles
generally accepted in the United States of America (“GAAP”) for interim financial information and the instructions to
Rule 10-01 of Regulation S-X of the Securities and Exchange Commission (the “SEC”). Accordingly, they have been
condensed and do not include all of the information and footnotes required by GAAP for complete financial
statements. The results of operations for the three and six months ended August 3, 2013 are not necessarily indicative
of the results of operations to be expected for the full fiscal year. These financial statements should be read in
conjunction with the Company’s Annual Report on Form 10-K for the year ended February 2, 2013.

The Company has made certain reclassifications to the prior year’s consolidated financial statements to conform to
classifications in the current year. These reclassifications had no impact on previously reported results from operations
or net cash provided by operating activities.

The three and six months ended August 3, 2013 had the same number of days as the three and six months ended July
28, 2012. All references herein to “fiscal 2014”, “fiscal 2013” and “fiscal 2012” represent the results of the 52-week fiscal
year ending February 1, 2014, the 53-week fiscal year ended February 2, 2013 and the 52-week fiscal year ended
January 28, 2012, respectively.

New Accounting Guidance

In February 2013, the Financial Accounting Standards Board ("FASB") issued authoritative guidance that requires an
entity to provide information about the amounts reclassified out of accumulated other comprehensive income (loss) by
component. In addition, an entity is required to present, either on the face of the statement where net income is
presented or in the notes, significant amounts reclassified out of accumulated other comprehensive income (loss) by
the respective line items of net income but only if the amount reclassified is required under GAAP to be reclassified to
net income in its entirety in the same reporting period. For other amounts that are not required under GAAP to be
reclassified in their entirety to net income, an entity is required to cross-reference to other disclosures required under
GAAP that provide additional detail about those amounts. The Company adopted this guidance effective February 3,
2013 and accordingly has presented the required comprehensive income disclosures in the accompanying notes to the
condensed consolidated financial statements.

In July 2013, the FASB issued authoritative guidance which requires that an unrecognized tax benefit be presented in
the financial statements as a reduction to a deferred tax asset for a net operating loss carryforward, a similar loss or a
tax credit carryforward, if specific criteria are met. This guidance is effective for fiscal periods beginning after
December 15, 2013. The adoption of this guidance is not expected to have a material impact on the Company's
consolidated financial statements.

5
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(2)Earnings Per Share
Basic earnings per share represents net earnings attributable to common stockholders divided by the weighted-average
number of common shares outstanding for the period. Diluted earnings per share represents net earnings attributable to
common stockholders divided by the weighted-average number of common shares outstanding, inclusive of the
dilutive impact of common equivalent shares outstanding during the period. However, nonvested restricted stock
awards (referred to as participating securities) are excluded from the dilutive impact of common equivalent shares
outstanding in accordance with authoritative guidance under the two-class method since the nonvested restricted
stockholders are entitled to participate in dividends declared on common stock as if the shares were fully vested and
hence are deemed to be participating securities. Under the two-class method, earnings attributable to nonvested
restricted stockholders are excluded from net earnings attributable to common stockholders for purposes of calculating
basic and diluted earnings per common share.
The computation of basic and diluted net earnings per common share attributable to common stockholders is as
follows (in thousands, except per share data):
Three Months Ended  Six Months Ended
Aug 3, Jul 28, Aug 3, Jul 28,

2013 2012 2013 2012
Net earnings attributable to Guess?, Inc. $39.866 $42,899  $49,782  $69,545
Less net earnings attributable to nonvested restricted stockholders 351 298 410 460
Net earnings attributable to common stockholders $39.515 $42,601 $49,372  $69,085
Weighted average common shares used in basic computations 84,080 86,972 84,331 88,081
Effect of dilutive securities:
Stock options and restricted stock units 267 265 232 303
Weighted average common shares used in diluted computations 84,347 87,237 84,563 88,384
Net earnings per common share attributable to common stockholders:
Basic $0.47 $0.49 $0.59 $0.78
Diluted $0.47 $0.49 $0.58 $0.78

For the three months ended August 3, 2013 and July 28, 2012, equity awards granted for 1,061,684 and 1,541,867,
respectively, of the Company's common shares and for the six months ended August 3, 2013 and July 28, 2012, equity
awards granted for 1,412,576 and 1,328,398, respectively, of the Company’s common shares were outstanding but
were excluded from the computation of diluted weighted average common shares and common share equivalents
outstanding because their effect would have been anti-dilutive. For the three and six months ended August 3, 2013, the
Company also excluded 243,700 nonvested stock units which are subject to the achievement of performance-based
vesting conditions from the computation of diluted weighted average common shares and common share equivalents
outstanding because the performance condition had not yet been achieved as of August 3, 2013. There were no
nonvested stock options or units in the comparable prior-year periods which remained subject to a performance
condition as of July 28, 2012.

On March 14, 2011, the Company’s Board of Directors authorized a program to repurchase, from time-to-time and as
market and business conditions warrant, up to $250 million of the Company’s common stock (the “2011 Share
Repurchase Program™). On June 26, 2012, the Company’s Board of Directors authorized a new program to repurchase,
from time-to-time and as market and business conditions warrant, up to $500 million of the Company’s common stock
(the “2012 Share Repurchase Program™). The 2012 Share Repurchase Program was in addition to the 2011 Share
Repurchase Program. Repurchases under programs may be made on the open market or in privately negotiated
transactions, pursuant to Rule 10b5-1 trading plans or other available means. There is no minimum or maximum
number of shares to be repurchased under programs and programs may be discontinued at any time, without prior
notice. During the six months ended August 3, 2013, the Company repurchased 882,551 shares under the 2011 and
2012 Share Repurchase Programs at an aggregate cost of $22.1 million. All such share repurchases were made during
the three months ended May 4, 2013. At August 3, 2013,

11
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the Company had remaining authority under the 2012 Share Repurchase Program to purchase $495.8 million of its
common stock and no remaining authority to purchase shares under the 2011 Share Repurchase Program.

(3)Stockholders’ Equity and Redeemable Noncontrolling Interests

A reconciliation of the total carrying amount of total stockholders’ equity, Guess?, Inc. stockholders’ equity and

stockholders’ equity attributable to nonredeemable and redeemable noncontrolling interests for the fiscal year ended

February 2, 2013 and six months ended August 3, 2013 is as follows (in thousands):
Stockholders’ Equity

Guess?, Inc.
Stockholders’
Equity
Balances at January 28, 2012 $1,175,630
Net earnings 178,744
Foreign currency translation adjustment, net of income 22 025
tax of ($13,769) ’
Loss on derivative financial instruments designated as (6,041

cash flow hedges, net of income tax of $1,056

Gain on marketable securities, net of income tax of
($85)

SERP prior service cost and actuarial valuation gain
(loss) and related amortization, net of income tax of 4,613
($2,855)

Issuance of common stock under stock compensation

139

plans, net of tax effect 1,362
Issuance of stock under ESPP 1,186
Share-based compensation 16,285
Dividends (172,792
Share repurchases (140,262
Purchase of redeemable noncontrolling interest 4,857
Noncontrolling interest capital contribution —
Noncontrolling interest capital distribution —
Redeemable noncontrolling interest redemption value 1246
adjustment ’
Balances at February 2, 2013 $1,086,992
Net earnings 49,782
Foreign currency translation adjustment, net of income (21,815
tax of $7,483 ’
Gain on derivative financial instruments designated as 3.340

cash flow hedges, net of income tax of ($591)
Loss on marketable securities, net of income tax of $11 (22
SERP plan amendment, prior service cost and actuarial

valuation amortization, net of income tax of ($2,063) 3,331
Issuance of common stock under stock compensation
2,468
plans, net of tax effect
Issuance of stock under ESPP 565
Share-based compensation 5,999
Dividends (34,149
Share repurchases (22,099
Noncontrolling interest capital contribution —
410

Nonredeemable
Noncontrolling
Interests

$ 18,635

2,742

322

(4,857 )
1,488

(4,237 )
217 )
$ 13,876

2,021

(209 )

Total
$1,194,265
181,486
22.347

(6,041

139

4,613

1,362

1,186
16,285
(172,792
(140,262

1,488
(4,237

1,029

$1,100,868
51,803

(22,024

3,340
(22
3,331

2,468

565
5,999
(34,149
(22,099

(410

)

)

)

Redeemable
Noncontrolling
Interests
$8,293

65

(1,029 )

13
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Redeemable noncontrolling interest redemption value

adjustment
Balances at August 3, 2013

7

$1,073,982  $ 15,688

$1,089,670

$ 3,996

14
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Accumulated Other Comprehensive Income (Loss)

The changes in accumulated other comprehensive income (loss), net of related income taxes, for the three and six
months ended August 3, 2013 are as follows (in thousands):

Balances at May 4, 2013

Gains (losses) arising during the period
Reclassification to net income for (gains) losses
realized

Net other comprehensive income (loss)
Balances at August 3, 2013

Balances at February 2, 2013

Gains (losses) arising during the period
Reclassification to net income for (gains) losses
realized

Net other comprehensive income (loss)
Balances at August 3, 2013

Derivative
Foreign financial
currency 1nstmments Mark'et.able SERP Total
translation designated securities
adjustment as cash flow

hedges
$(14,148 ) $1,918 $169 $(11,140 ) $(23,201
2,951 64 (81 ) 2,796 5,730
_ (424 ) — 268 (156
2,951 (360 ) (81 ) 3,064 5,574
$(11,197 ) $1,558 $88 $(8,076 ) $(17,627

Derivative
Foreign financial
currency 1nst'ruments Mark‘et.able SERP Total
translation designated securities
adjustment as cash flow

hedges
$10,618 $(1,782 ) $110 $(11,407 ) $(2,461
(21,815 ) 4,152 (22 ) 2,796 (14,889
— (812 ) — 535 277
(21,815 ) 3,340 (22 ) 3,331 (15,166
$(11,197 ) $1,558 $88 $(8,076 ) $(17,627

Details on reclassifications out of accumulated other comprehensive income (loss) to net income during the three and
six months ended August 3, 2013 are as follows (in thousands):

Derivative financial instruments designated as cash flow

hedges:
Foreign exchange currency contracts
Foreign exchange currency contracts
Less income tax effect

SERP:
Actuarial loss amortization
Prior service cost amortization
Less income tax effect

Total reclassifications during the period ended August 3,

2013

(1)

Three
Months
Ended

Aug 3, 2013
$(393 )
(115 )
84

(424 )
277

156

(165 )
268

$(156 )

Six Months

Ended

Aug 3, 2013
$(872 )
%4 )
154

(812 )
554

311

(330 )
535

$(277 )

Location of
(Gain)/Loss
Reclassified from
Accumulated OCI
into Income

Cost of sales
Other income/expense
Income tax expense

(1

()
Income tax expense

15
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These accumulated other comprehensive income (loss) components are included in the computation of net periodic
pension cost. Refer to Note 13 for further information.
Redeemable Noncontrolling Interests
The Company is party to a put arrangement with respect to the common securities that represent the remaining
noncontrolling interest from the acquisition of its majority-owned subsidiary, Guess Sud SAS (“Guess Sud”). The put
arrangement for Guess Sud, representing 40% of the total outstanding equity interest of that subsidiary, may be
exercised at the discretion of the noncontrolling interest holders by providing written notice to the Company any time
after January 30, 2012. The put arrangement is recorded on the balance sheet at its expected redemption value and
classified as a redeemable noncontrolling interest outside of permanent equity. On May 15, 2012, the Company and
the noncontrolling interest holders executed an amendment to the Guess Sud put arrangement which modified the put
price to be based on the value of specified net tangible and intangible assets of Guess Sud

8
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instead of being based on a multiple of Guess Sud’s earnings before interest, taxes, depreciation and amortization. The
redemption value of the Guess Sud redeemable put arrangement was $3.5 million and $3.1 million at August 3, 2013
and February 2, 2013, respectively.
During the second quarter of fiscal 2014, the Company entered into a majority-owned joint venture to establish Guess
Brasil Comércio e Distribui¢do S.A. ("Guess Brazil"). The Company funded $0.8 million to obtain a 60% interest in
Guess Brazil and is subject to a put arrangement with respect to the common securities that represent the remaining
noncontrolling interest. The put arrangement may be exercised at the discretion of the noncontrolling interest holder
by providing written notice to the Company beginning in fiscal 2020, or sooner in certain limited circumstances, and
every third anniversary thereafter subject to certain time restrictions. The redemption value of the Guess Brazil put
arrangement is based on a multiple of Guess Brazil's earnings before interest, taxes, depreciation and amortization
subject to certain adjustments. The redemption value of the Guess Brazil redeemable put arrangement was $0.5
million at August 3, 2013.
The Company was previously party to a put arrangement in connection with its now wholly-owned subsidiary, Focus
Europe S.r.l. (“Focus”). Under the terms of this put arrangement, which represented 25% of the total outstanding interest
of that subsidiary, the noncontrolling interest holder had the option to exercise the put arrangement at its discretion by
providing written notice to the Company no later than June 27, 2012. The redemption value of the put arrangement
was determined based on a multiple of Focus’s net earnings. In June 2012, the noncontrolling interest holder notified
the Company of its intent to exercise the put arrangement. On July 9, 2012, the Company paid $4.2 million to the
noncontrolling interest holder to acquire the remaining 25% interest in Focus. This amount was determined based on a
multiple of Focus’s net earnings in accordance with the terms of the put arrangement.
(4) Accounts Receivable
Accounts receivable consists of trade receivables relating primarily to the Company’s wholesale business in Europe,
and to a lesser extent, to its wholesale businesses in North America and Asia. The Company provided for allowances
relating to these receivables of $36.0 million and $38.4 million at August 3, 2013 and February 2, 2013, respectively.
In addition, accounts receivable includes royalty receivables relating to licensing operations of $8.9 million and $8.8
million at August 3, 2013 and February 2, 2013, respectively, for which the Company provided for an allowance for
doubtful accounts of $0.3 million at each of the periods ended August 3, 2013 and February 2, 2013. The accounts
receivable allowance includes allowances for doubtful accounts, wholesale sales returns and wholesale markdowns.
Retail sales returns allowances are included in accrued expenses.
(5)Inventories
Inventories consist of the following (in thousands):

Aug 3,2013  Feb 2, 2013

Raw materials $20,057 $14,706

Work in progress 1,969 1,765

Finished goods 378,115 353,241
$400,141 $369,712

As of August 3, 2013 and February 2, 2013, the Company had an allowance to write-down inventories to the lower of
cost or market of $23.0 million and $20.4 million, respectively.

(6)Restructuring Charges

During the first quarter of fiscal 2014, the Company implemented plans to streamline its structure and reduce
expenses in both Europe and North America. During the second quarter of fiscal 2014, the Company expanded these
plans to include the consolidation and streamlining of certain operations in Europe and Asia. These actions resulted in
restructuring charges related primarily to severance, impairment and lease termination costs of $6.1 million and $8.5
million during the three and six months ended August 3, 2013, respectively. As of August 3, 2013, the Company had a
balance of approximately $4.4 million in accrued expenses for amounts expected to be
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paid during the remainder of fiscal 2014. The Company currently estimates that it may incur an additional $2.0
million to $4.0 million in future cash-related severance and lease termination costs during fiscal 2014 as facilities are
vacated.
The following table summarizes the components of the restructuring activity during the three and six months ended
August 3, 2013 (in thousands):
Three Months Ended Aug 3, 2013
Impairment and

Severance Lease Total
Termination

Beginning balance $1,368 $— $1,368
Charges to operations 4,092 2,037 6,129
Non-cash write-offs — (1,921 ) (1,921 )
Cash payments (1,244 ) (97 ) (1,341 )
Foreign currency and other adjustments 160 (15 ) 145
Ending balance $4,376 $4 $4,380

Six Months Ended Aug 3, 2013
Impairment and

Severance Lease Total
Termination

Beginning balance $— $— $—
Charges to operations 7,239 1,227 8,466
Non-cash write-offs — (1,111 ) (1,111 )
Cash payments (2,992 ) (97 ) (3,089 )
Foreign currency and other adjustments 129 (15 ) 114
Ending balance $4,376 $4 $4,380

(7)Income Taxes

Income tax expense for the interim periods was computed using the effective tax rate estimated to be applicable for

the full fiscal year. The Company’s effective income tax rate increased to 33.0% for the six months ended August 3,
2013 from 32.0% for the six months ended July 28, 2012.

The Company accrues an amount for its estimate of additional income tax liability which the Company, more likely
than not, could incur as a result of the ultimate resolution of income tax audits (“uncertain tax positions”). The Company
reviews and updates the estimates used in the accrual for uncertain tax positions as more definitive information
becomes available from taxing authorities, upon completion of tax audits, upon expiration of statutes of limitation, or
upon occurrence of other events.

The Company had aggregate accruals for uncertain tax positions, including penalties and interest and net of federal tax
benefits, of $4.4 million at each of the periods ended August 3, 2013 and February 2, 2013.

Italian Tax Settlement

In January 2013, to avoid a potentially long and costly litigation process, the Company reached an agreement with the
Italian tax authority regarding an ongoing audit of one of the Company’s Italian subsidiaries. The agreement covered
fiscal years 2008 through 2013 (with fiscal year 2013 remaining subject to final documentation). As a result of the
agreement during the fourth quarter of fiscal 2013, the Company recorded a settlement charge of $12.8 million
(including penalty and interest and net of related offsets in other tax jurisdictions) in excess of prior uncertain tax
position reserves of $11.7 million. As part of the agreement, a portion of the amount payable to the Italian tax

authority will be payable in four installments during fiscal 2015, and as such, €3.0 million (US$4.0 million) is included
in other long-term liabilities in the Company’s condensed consolidated
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balance sheet as of August 3, 2013. At February 2, 2013, the Company included €9.1 million (US$12.4 million) in
other long-term liabilities related to this agreement.

The Company was advised by its Italian counsel that tax audits like this one in Italy involving proposed income
adjustments greater than €2 million are automatically referred for review by a public prosecutor who may seek to
pursue charges or close the matter, and that resulting criminal charges, if any, would be instituted against individuals
rather than against the affected companies under Italian law. Consistent with this process, a review proceeding by a
prosecutor in Italy was initiated with respect to one current and two former members of the Guess European
management team and the Company’s former President (as the signing officer for certain Italian tax returns covering
the relevant periods). In July 2013, the matter was closed based on the prosecutor's recommendation.

(8)Segment Information

The Company’s businesses ar