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BURBERRY LIMITED

e ) | " . STRATEGIC REPORT
FOR THE YEAR ENDED 31 MARCH 2018

The directors present their Strateg|c Report for the year ended 31 March 2018.
Busmess review . , '

Burberry Limited (the "Company") is a wholly owned subsidiary of Burberry Group plc (the "Group .. Burberry is:
one of Britain’s leading luxury brands offering men’s and women’s clothing, accessories, fragrance and beauty
products to its customers all over the world. The Company's principal act|vmes -consist of manufacturing,
wholesalmg, retallmg and licensing activities.

In the year ended 31 March 2018, revenue decreased by 5.0% (2017 increase.of 3.8%) and gross proft by
12.4% (2017: increase of 0.7%). The decrease in operating profit by 22.3% was principally due to the decrease
in gross profit, offset by decreases in operatmg expenditure by 8.3% pnmanly due to a decrease in selling and
dastnbutlon costs. . .

. Branchesoutsnde of the UK
The Company has branches> in Hong Kong and the Republic of Korea.
Future developments ‘

~The Company will continue to-seek opportunities to maximise the long term value derived from its brand.

A

Principal risks and uncertainties

The management of the business and the executlon of the Company s growth strategies are subject to a number
of risks.

The principal risks ‘and uncertainties are integrated with the principal risks of the Group and are not managed
separately. Accordingly, the prmclpal risks and uncertainties of the Group, which include those of the Company,
are discussed on pages 54 to 67 of the Group's 2017/18-Annual Report, with updated risks noted in the Group's °
September 2018 Interim Report, which do not form part of this report.

Financial risk management

The Company’s fi nancnal risk management objectlves and policies are ‘'set out within note 20 to the f nanmal
statements. - . . .

Going concern

The directors have a reasonable expectatlon that the Company has adequate resources to continue |n
‘operational existence for the forseeable future. Thus they contmue to adopt the going concern ba3|s of .
accountlng in preparing the annual fi nanmal statements. ) .

. P

Key performance indicators

The Group's directors manage the. Group's operations-on a consolidated basis using key performance indicators.
For this reason, the Company's directors believe that analysis using key performance indicators for the Company
is not necessary or appropriate. The development, performance and position of the Group is discussed in the
Financial Review section-of the Group's 2017/18 Annual Report which does not form part of this report.
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- BURBERRY LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2018

On behalf of the board.

| Brimicombe
Director
7 December 2018 o E
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BURBERRY LIMITED

DIRECTOQRS' REPORT
FOR THE YEAR ENDED 31 MARCH 2018

The directors present their report and the audited-financial statements for the year ended 31 March 2018. .
" Directors' responsibilities statement

The dlrectors are responsnble for preparing the Annual Report and the f nancrat statements in accordance with
applicable law and regulations. :

Company law requires the directors to prepare ﬁnanclal statements for each ﬂnancual year. Under that Iaw the

directors have prepared the financial statements in accordance with United Kingdom Generally Accepted.-

" Accounting Practice (United Kingdom Accounting Standards comprising FRS 101 'Reduced- ‘Disclosure
'Framework’ and appllcable law). . S

Under company law the directors must not approve the financial statements unless they are satisfied. that they‘
give a true and fair view of the state of affairs of the Company and of the profit or loss of the Company for that
period: In preparing the fi nanclal statements the directors are required to: ' .

. select surtable accountlng policies and then apply them’ consrstently,

.. state whether applicable United Kingdom Accounting Standards, compnsmg FRS 101 have been
followed, subject to any material departures disclosed and explained in the financial statements;.

. make judgements and accounting estimates that are reasonable and prudent; and

. prepare the financial statements on the going concern basis unless it is |nappropnate to presume that the
' Company will contmue in busmess :

. - The directors are responsible for keeping adequate accoUnting records that are sufficient to show and e)kplain
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 safeguardlng the assets of the Company and hénce for taking reasonable steps for -
the prevention and detection of fraud and other |rregular|t|es

Dlvudends pald '

'D|VIdends paid in the year amount to £350, 000, 000 (2017 - £450 000 ,000).

Results and leldends

The Companys profit for the year, after taxatlon amounted to £130 431 000 (2017 £1 75 666 000)

. The directors do not recommend the payment of a final dividend (2017 £nil),

Directors

The directors who served during the year and up to the‘date of sighing the‘ financial statements were as follows:>
VJ Brown .

J B Smith (resigned 5 June 2017)

| Brimicombe (appointed 19 July 2017)

R Djellas (appointed 5 June 2017)
E Rash (appointed 2 April 2018)
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BURBERRY LIMITED-

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2018

~

Future developments
Please refer to the Strategic Report on page 1 for the future developments of the Company.
Financial risk management o . <
Please refer to note 20 for the financial risk management of the Company.
Qualifying third-party indemnity provision
J Brown has the benefit of an.indemnity, which is a qualifying third-party indemnity.es_deﬁned by-Section 234 of
the Companies Act 2006. The indemnity was put in place by the Group, and covers her duties as Director of the
Group and its subsidiaries. The indemnity was in force throughough her tenure during the last financial year, and
is currently in force. The Group also purchased and maintained throughout-the financial year and up to the date
of signing the fnancnal statements Director's and Officer's liability. msurance in respect of itself and its Group
directors, including the directors of its subsidiaries. Co .
. Political and charitable donations
During the year to 31 March 2018, the Company donatéd £4,246,000 (2017 - £4,257,000) for the benefit of
charitable causes. These donations pnncupally comprised cash: The Company made no political donations in line
~with its policy (2017 - £nil).

Company‘s policy for payment of creditors

* For all trade creditors, it is Company policy to°

. agree and confirm terms of payment at the commencement of business with that suppller
. pay in accordance with contractual and other legal obligations; and ‘
. continually review the payment procedures and liaise with suppliers as a means of eliminating difficulties " -

and malntalnmg a good workmg relatlonshlp

Trade creditor days as at 31 March 2018 were 56 days (2017 - 60 days) based on the ratio of average company
trade creditors during the.year to the amounts recorded as expense during the year attributable to trade
creditors.

Employee involvement

The Company's employees are subject to the same employee involvement as the employees of the Group. The
" Group employee involvement policies and practices are set out on pages 124-125 of the Group's 2017/18 .
Annual Report.

Disabled employees

The Company supports the employment of .disabled people wherever possible through recruitment, by retention

of those who become dlsabled during their employment and generally through training, career development and
promotlon :
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_ BURBERRY LIMITED

" DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2018 .

Disclosure of information to auditors

" In the case of each director in office at the time the Directors' Repdrt is approved:

] so far as the dlrector is aware, there is no relevant audit mformatlon of whlch the Company's auditors are
‘unaware, and o : :
. the director has taken all the steps that ought to have been taken as a director in order to be aware of any

relevant audit information and to establish that the Company's auditors are aware of that information.
Post balance sheet events B - |
There. have been no vsigniﬁcaAnt events affecting the Company since the year end. '
‘Independent auditors | A

Pursuant to section 487 of the Compames Act 2006, the auditors will be deemed to be reappomted and
PncewaterhouseCoopers LLP will therefore contmue in off ice.

By, order of the board.-

I Brimicombe
. Director
" 7 December 2018
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BURBERRY LIMITED .

IN}DEP»ENDENT AUDITORS' REPORT TO THE MEMBERS OF BURBERRY LIMITED -

Report on the audit of the financtal statements

Opmlon :
In our opinion, Burberry lelted S fmanmal statements:

) give a true and fair view of the state of the Company’s affalrs as at 31 March 2018 and of its proflt
for the year then ended;

o have been properly prepared inlaccordance with United Kingdom Generally Accepted Accounting
Practice (United- Kingdom Accounting Standards, comprising FRS 101 “Reduced Disclosure
Framework”, and applicable law); and

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

We have audited the financial statements, included within the Annual Report and Financial Statements (the
“Annual Report”), which comprise: the Balance Sheet as at 31 March 2018, the Income Statement for the year
then ended, the Statement of Changes in Equity for the year then ended; and the notes to the fmancral
statements, which include a descnptron of the significant accounting policies.

Basis for opinion : .

We conducted our audit in accordance with International Standards on Audltmg (UK) ("ISAs (UK)") and
applicable law. Our responsibilities under ISAs (UK) are further described in the Auditors’ responsibilities for
the audit of the financial statements section of our report. We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our opinion. ’ :

"Independence

,

We remained indepe"ndent of the Company in accordance 'with the ethical requirements that are relevant to our
audit of the financial statements in the UK, which includes the FRC's Ethical Standard, and we have fulfilled our
other ethical responsibilities in accordance with these requirements.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which ISAs (UK) require us to report
to you when:

e the directors’ use ofthe going concern basis of accounting in the preparation. of the financial
statements is not appropriate; or ' ’

. the directors have not disclosed in the financial statements any identified material 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 flnanC|aI statements are
authorised for issue.

. However because not all future events or condmons can be predicted, this statement is not a guarantee as to
“the Company s ability to continue as a gomg concern.

Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial statements
and our auditors’ report thereon. The directors are responsible for the other information. Our opinion on the
financial statements does not cover the other information and, accordingly, we do not express an audit opinion
or, except to the extent otherwise explicitly stated in this report, any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and
‘in doing so, consider whether the other information is materially inconsistent with the financial statements or
our knowlecdlge obtained in the audit, or otherwise appears to be materially misstated. If we identify an apparent
- material inconsistency or material misstatement, we are required to perform procedures to conclude whether
there is a material misstatement of the financial statements or a material misstatement of the other information.
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BURBERRY LIMITED

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF BURBERRY LIMITED (CONTINUED) :

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 based on these responsibilities

With respect to the Strategic Report and Directors’ Report, we also considered whether the disclosures
required by the UK Companies Act 2006 have been mcluded

Based on the responsibilities described above and our work undertaken in the course of the audit, ISAs (UK)
require us also to report certain opinions and matters as described below.

_Strategic Report and Directors’ Report

;ln'our opinion, based on the work undertaken in the’ course of the audit, the information given in the Strategic
Report and Directors’ Report for the year ended 31 March 2018 is consistent with the financial statements and
has been prepared in accordance with applicable legal requirements.

In light of the knowledge and understanding of the Company and its environment obtained in the course of the
audit, we did not |dent|fy any material misstatements in the Strategic Report and Directors’ Report

. Responsibilities for the financial statements’ and the audit
Respon5|bll'|ties of the directors for the financial statements

As explained more fully in the Directors’ responsibilities statement set out on page 3, the directors are
responsible for the preparation of the financial statements in accordance with the applicable framework and for
being satisfied that they give a true and fair view. The directors are also responsible-for such internal control as
they determine’is necessary to.enable the preparation of fmancnal statements that are free from materiat
misstatement, whether due to fraud or error. : =

In preparing the financial statements, the directors are responS|bIe 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 I|qU|date the Company or to cease operations,
or have no realistic alternative but to do.so..

‘Auditors’ responsrbilities for the audit of the financial 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 auditors’ 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 description of our responsibilities . for the audit -of the financial statements is.located on the FRC'’s
website at: www.frc.org. uk/audltorsrespon5|b|lities This description forms part of our auditors’ report.

"Use of this report

‘This report, includingthe opinions, has been prepared for and on|y'for the Company's members as a body in
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in
.giving these opinions, accept or assume responsibility for any other purpose or to any .other person to whom
- this report is shown or into whose hands it may come save where expressly agreed by our prior consent in
writing

Other required reporting

Companies Act 2006 exception reporting

Under'the Companies Act 2006 we are required to report to you if, in our opinion'

° we have not received aII the lnformation and explanations we requrre for our audit; or

° adequate accountlng records have not been kept by the Company, or returns adequate for our- “audit

Ry
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BURBERRY LIMITED

. INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF BURBERRY LIMITED (CONTINUED)

" have not been‘received‘ from branches not visitéd by us; er
. certaln dlsclosures of directors’ remuneration specrfled by law are not made;. or
‘e the financial statements are not in agreement with the accountlng records and returns

- We have no exceptrons to report arising from this responsrblllty

Paul Cragg (Senior Statutory Auditor)

for and on behalf of PrlcewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London

7 December 2018
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BURBERRY LIMITED

INCOME STATEMENT :
FOR THE YEAR ENDED 31 MARCH 2018

" Note

Revenue . oo . ] 3
Cost of sales ' ‘ '
Gross profit _ _
Net operating expenses : . ' L 4
Opertating profit-
Financé income T o ‘ ‘ ‘ - 8
Finance costs . : _ . .9
Profit on ordinary activities before tax%tion .

" Taxation on prqfit on ordinary activities ) ‘ 10

Profit for the y‘e'a‘r

2018 2017
£000 £000
1,395,309 1,468,452
(745,298) (726,164)
650,011 742,288
(479,383)  (522,662)
170,628 219,626
3,724 8,839
(3,610) (8,765),
170,742 219,700
(40,311) (44,034)
130,431

175,666

The Company had no other compréhensive income during thie year other than that reflected in the Income
Statement above, and therefore no separate Statement of Comprehensive Income has been presented.

The above results are derived from continuing operations.

The notes on pages 120 49 form part o_f'these financial statements.

U
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BURBERRY LIMITED
. REGISTERED NUMBER:00162636.

BALANCE SHEET
AS AT 31 MARCH 2018

The notes on pages 12 to 49 form part of these financial statements.

Ji

rimicombe
_Director
7 December 2018

¢ 2018 2017
, Note £000 £000
Fixed assets ' a
‘Intangible assets 11 84,779 " 62,886
Property, plant and equipment’ 12 49,875 68,050
Investment in subsidiaries 13 47,046 47,322
181,700 178,258
Current assets
Inventories o 14 151,815 218,284
Trade and other receivables - amounts’ .
falling due after more than one year . 15 29,859 26,953
" Trade and other receivables - amounts 0
falling due within one year 15 737,127 480,125
Cash and cash equivalents 661,467 465,601
| - 1,580,268 1,190,963
Creditors - amounts falling due within one . _ :
year : ' 16 (1,241,299) (706,401)
Net current assets ' 338,969 484,562
" Total assets less current liabilities . 520,669 662,820
Creditors - amounts falling due after more
than one year .17 (108,482) . {(70,846)
Provisions for liabilities '1A9 (34,998) (8,637)
Net assets ' \ 377,189 583,337
Capital and reserves _
Célled up share capital 22 20,547 20,547
Qapital reserve 2,387 2,387
Profit and loss account 354,255 560,403
_Total equity 377,189 583,337

The financial statements were approyed and authorised for issue by the board and were signed on its behaif by:
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BURBERRY LIMITED

- STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 MARCH 2018

Called up Profit- and

share . Capital loss ‘Total .
capital. reserve account ~ equity
o N , : _ £000 ~  £000 £000 £000
At31March2017 - _ ' 20547 2,387 560,403 583,337,
Profit for the year . : : - - 130431 130,431
Total cpmprehensiile income for the year . - - 130,431 . 130,431
Dividends paid in the year - _ o : . . - (350,000) (350,000)
- Value of share options granted : ST e - 13,481 13,481
"~ Taxon share options granted ' ' - - (60) "(60)
. Total transactions with.owners 4 - - (336,579) - (336,579)
At31 March 2018 - 20547 2,387 354,255 . 377,189
STATEMENT OF CHANGES-lN EQUITY
FOR THE YEAR ENDED 31 MARCH 2017
\ o -~ " calledup - Capital  Profitand
’ .share capital reserve loss account Total equity
: ‘ . . A £000 .. £000 - £000 £000
At 31 March 2016 . - i ) 20,547 . 2,387 ) '823,'815 ‘ 846,749
Profit for the year S o : . - " 175,666 175,666
Total compfehen’sive income for the year - - ) ' 175,666 - 175,666
Dividends paid in the year o . - (450,000)  (450,000)
_'Value of share options granted SR - . 10,243 10,243
Tax on share options granted ‘ ' I I 679 " 679
Total transactions with owners .~ - . . (439,078)  (439,078)

At 31 March 2017 ' s . 20,547 2,387 560,403 583,337

~ The notes 6n pages 12 to 49 form part of these financial statements.
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BURBERRY LIMITED

'NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

1. Act:ounting policies

1.1

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

Basis of preparation of financial statements

Burberry Limited is a global luxury goods manufacturer, retailer. and wholesaler. It also licences third
parties to manufacture and distribute products using 'Burberry' trademarks. The Company which is’
private and limited by shares, is incorporated and domiciled in the UK. The Company is registered in
England and Wales and the address of its registered office is Horseferry House Horseferry Road :
London, SW1P 2AW. .

The financial statements have been prepared on a going concern basis under the historical cost

convention, as modified by derivative financial assets and derivative financial liabilities measured at
fair value through profit and loss, and in accordance with Financial Reporting Standard 101 'Reduced .
Disclosure Framework' and the Companies Act 2006. As permitted ‘under section 400 of.the
Companies Act 2006, group financial statements have not been prepared as the Company.is itself a
wholly owned subs:dlary of another company (see note 30).

The preparation of financial statements in conformity with FRS 101 requires the use of certain critical
accounting estimates. It also requires management to exercise judgement in applying the Company's

‘accountlng policies (see note 2).

Financial Reporting Standard 101 - reduced dlsclosure exemptlons

The Company has taken advantage of some of the available disclosure exemptions permltted by

~ FRS101in th»e financial statements, which are_summarlsed below.

e the requirements of paragraphs 45(b) and 46-52, of IFRS 2 'Share based payment' (details on

the movement in the number and weighted-average exercise prices of share options, and how
the fair value of goods or services received was determined);

e the reqmrements of IFRS 7, 'Financial Instruments: Disclosures’;

e . the requirements of paragraphs 91-99 of IFRS 13, 'Fair Value Measurement' (disclosure of
valuation techniques and inputs used for fair value measurement of assets and liabilities);

. .the requirement in paragraph 38 of IAS 1, 'Presentation of financial statements' to present

comparative information in respect of:
- paragraph 79(a)(iv) of IAS 1;
- paragraph 73(e) of IAS 16, 'Property, Plant and Equment' and
- paragraph 118(e) of IAS 38, ‘Intangible assets' (reconciliations between the carrying
amount at the beginning and end of the period);
° ‘the requirements of the following paragraphs of IAS 1 'Presentation of fi nanmal statements":
- 10(d) (statement of cash flows);
- 10(f) (a statement of financial position as at the beginning of the preceding period when an
. entity applies an accounting policy retrospectively or makes a retrospective restatement of
items in its financial statements, or when it reclassifies items in its financial statements);
- 16-(statement of compliance with all IFRS); i
- 38A (requirement for minimum of two primary statements mcludlng cash flow
statements);
. - 38B-D (additional comparative mformat:on)
- 40A-D (requirements for a third statement of f'nanC|aI position);
- 111 (cash flow statement information); and’
134-136 (capital management disclosures).
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" BURBERRY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

M.

Accounting policies (continued)

1.2

1.3

14

_the requirements of IAS 7 ‘Statement of Cash Flows'; :
the requirements of paragraphs 30 and 31 of IAS 8 'Accountrng Policies, Changes in
Accounting Estimates and Errors’ (requirement for the disclosure of information when an entity
has not applied a new IFRS that has been issued but is-not yet effective); '

. the requirements of paragraph 17 of IAS 24 'Related Party Dlsclosures (key management
) compensation);
. the requirements in IAS 24 'Related Party Disclosures' to- disclose related party transactions

" entered into between two or more members of a group, provided that any subsidiary which is a'
party to the transaction is wholly owned by such a member; and
. the requirements of paragraphs 134(d)-134(f). and 135(c)- 135(e) of IAS 36 'Impalrment of
Assets'.

Revenue

" Revenue, which is stated excluding Value Added Tax and other sales related taxes, is the amount

receivable for goods supplied (less returns, trade dlscounts and allowances) and royalties receivable.

Retail sales returns and allowances are reflected at the dates of transactions with customers. .
Wholesale sales are recognised when the significant risks and rewards of ownership have

“transferred to the customer, with provisions made for expected returns and allowances. Provisions

for returns on retail and wholesale sales: are calculated based on historical return levels. Royalties
receivable from licencees are accrued as earned on the basis of the terms of the relevant royalty.
agreement which is typically on the basis of production volumes.

In arrangements ‘where the Company acts as a purchasmg agent to facilitate the procurement of
Burberry branded products on behalf of its licencees, the purchases and sales from. the supplier to
the licencee are not recorded as transactions by the Company. Any costs incurred by the Company
are recorded as operating expenses and any agency fees recelvable are recorded as operatlng
income. .

Segment reporting

Operating segments are reported in a manner:consistent with the internal reporting provided to the
Chief Operating Decision Maker of the Group. The Chief Operating Decision Maker, who is
responsible for allocating resources and assessing performance has been -identified as the Board of
Dlrectors :

Share schemes

The Group operates a humber of equity-settled share based compensation schemes, under which
services are received from employees (including directors) as consideration for equity instruments of
the Group. The cost of the share based incéntives is measured with reference to the fair value of the
equity instruments awarded at the date of grant. Appropriate option pricing models, including Black-

- Scholes and Monte Carlo, are used to determine the fair value of the awards made. The fair value

takes into account the impact of any market performance conditions, but the impact of non-market

- performance conditions is not considered in determining the fair value on the date of grant. Vesting

conditions which relate to non-market conditions are allowed for in the assumptions -used for the
number of options expected to vest. The estimate of the number of options expected to vest is
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BURBERRY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

1.

Accounting policies (continued)

1.5

1.6

1.7

revised at each balance sheet date.

In some circumstances, employees may. provide services in advance of the grant date. The grant
date fair value is estimated for the purposes of recognising the expense during the penod between
the service commencement period and the grant date.

The cost of the share based mcentuves is recognised as an expense over the vesting period of the
awards, with a corresponding increase in equity.

Leases

The Company is both a lessor and lessee of property. Determining whether an arrangement is or
contains a lease is based on the substance of the arrangement. Leases in which substantially all of
the risks and rewards incidental to ownershlp of an asset are retalned by the lessor are classified as
operating leases.

Gross rental expenditure/income in respect of operating leases is recognised on a straight-line basis .

. over the term of the leases. Certain rental expenses are .determined on the basis of revenue

achieved in specific retail locations and are accrued for on that basis.

Amounts paid to/received from the landlord to acquire or transfer the rights to a lease.are treated as
prepayments/deferred income on the lease contract. Lease incentives, typically rent free periods and
capital contributions, are held on the Balance Sheet in deferred income and other non-financial
accruals and recognised over the term of the lease. ‘

Finance leases where the Company is a lessee are capitalised at the commencement of the lease at

the lower of fair value of the leased asset and the present value of the minimum lease payments.
Interest is-charged to the Income Statement and credited to the lease liability using the effective.
interest rate method. Lease liabilities are held in other payables on the Balance Sheet. The.
capitalised leased assets are held in Property, plant and equipment on the Balance Sheet, and are
depreciated over the shorter of the lease term and the useful life of the leased asset.

Dividend distribution

" Dividend distributions to the Company's shareholders are recognised as a liability in the year in which

the dividend becomes a committed obligation. Final dividends are recognised when they are -

.approved by the shareholders. Interim dlvadends are recognised when paid.

Pension costs

Eligible employees participate in a defined contribution pension scheme, the principal one being the
Burberry Stakeholder Plan UK, with its assets held in an independently administered fund. The cost
of providing these benefits to participating employees is recognised in the Income Statement as they
fall due and comprises the amount of contrlbutlons to the schemes.
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BURBERRY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

1.

Accounting policies (continued)

1.8

Intangible assets

Trademarks, licences and other intangible assets :

The cost of securing and renewing trademarks and licences and the cost of acquiring other intangible
assets such as key money is capitalised at purchase price and amortised by equal annual
instalments over the period in which benefits are expected to accrue, typically ten years for
trademarks, or the term of the lease or licence. The useful life of trademarks and other. intangible

- assets is determined on a case by case basis, in accordance with the terms of the underlylng

1.9

agreement and the nature of the asset.

Computer software :

The cost of acquiring computer software (including licences and separately identifiable development
costs) is.capitalised as an. intangible asset at purchase price, plus any directly attributable cost of
preparing that asset for its intended use. Software costs are amortised by equal annual instalments
over their estimated useful lives, which are up to ﬁve years. .

Property, plant and equipment.

Property, plant and equipment, with the exception of assets in the course of construction, are stated
at cost or deemed cost, based on historical revalued amounts, prior to the adoption of FRS 101, less
accumulated- depreciation and provision to reflect any impairment in value. Assets ‘in the course of
construction are stated at cost less any provision for impairment and transferred to completed assets
when substantially all of the activities necessary for the asset to be ready for use have occurred. Cost
includes the original purchase price of the asset and the costs attributable to bringing the asset into
its working condmon for its intended use.

Deprec:atlon i
Depreciation of property, plant and equupment is calculated to write off the cost or deemed cost, less
residual value, of the assets in equal annual instalments over their estimated useful Ilves at the

following rates:

Type of asset C . Category of property, plant and Useful life
. ’ _ . equipment ‘ A : _
Land ' "' Freehold land and buildings Not depreciated
Freehold buildings . - Freehold land and buildings Up to 50 years
Leaseholds - Leasehold improvements Over the unexpired
. . , ' ' . ’ . term of the lease
- Plant and machinery - Fixtures, fittings and equipment . Upto 10 years
.. Short life leasehold improvements  Fixtures, fittings and equipment Up to 10 years
Retail fixtures and fittings ) Fixtures, fittings and equipment Up to 5 years
Office fixtures and fittings " Fixtures, fittings and equipment . 5years . )
Computer equipment ' Fixtures, fittings and equipment Up to 7 years

Assets in the course of constructlon Assets in the course of construction Not depremated

Profit / loss on disposal of property, plant and equipment and /nIang/b/es

Profits and losses on the disposal of property, plant and equipment and intangibles represent the

difference between the net proceeds and net book value at the date of the sale. Disposals are
accounted for when the relevant transaction becomes Unconditio_nal.

N
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BURBERRY LIMITED

N‘OTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

Accounting policies (continued)

1.10 Investments in subsidiaries

Investments in subsidiaries are carried at cost less accumulated impairment.

1.11 Impairment of non-financial assets

Assets that have an indefinite useful life are not subject to amortisation and are tested annually for

-impairment. Assets that are .subject to amortisation and depreciation are reviewed for impairment
whenever events or changes in circumstance indicate that the.carrying amount may not be
recoverable. An impairment loss is recognised for the amount by which the carrying amount exceeds
its recoverable amount. The recoverable amount is the higher of the 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 for
which an impairment has been prewously recognised are reviewed for possible reversal of
impairment at each reporting date.

1.412 Inventories

Inventories are stated at the lower of cost and net realisable value. Cost consists of all .costs of -
purchase, costs of conversion, design costs and other costs incurred in bringing the inventories to
their present location and condition. For inventories including raw materials and finished goods, cost
is measured using a weighted average method. Where necessary, provision is made to reduce cost
to no more than net realisable value having regard to the nature and condition of inventory, as well as
its anticipated utilisation and saleability.

1.13 Taxation
Tax expense represents the sum of the tax currently payable and deferred tax charge.

The tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit .
as reported in the Income Statement because it excludes items of income or. expense which are

taxable or deductible in other years and it further excludes-items which are never taxable or

deductible. The Company’s liability for current tax is calculated using tax rates which have been

enacted or substantively enacted by the balance sheet date.

. Deferred tax is recognised, using the liabilities method, on temporary differences arising between the
tax bases of assets and liabilities and their carrying amounts. in the financial statements. However, if
the temporary difference arises from initial recognition of an asset or liability in a transaction other
than a business combination that at the time of the transaction affects neither accounting nor taxable
profit or loss, no deferred tax will be recognised. Deferred tax is determined using tax rates (and

‘laws) that have been enacted or substantively enacted by the balance sheet date and are-expected to
apply when the related deferred tax asset is realised or the deferred tax liability is settled.

Deferred tax assets are recognlsed to the extent that it is probable that future taxable prof its W||| be
available against which the temporary differences can be utilised.

Deferred tax is provided on temporary dlfferences ansmg on mvesiments in .su'bsidiaries, except
where the timing of the reversal of the temporary difference is controlled by the Company and it is
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BURBERRY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

1.

Accounting policies (contlnued)

probable that the temporary difference will not reverse in the foreseeable future.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current' :
tax assets against current tax liabilities and when deferred tax assets and liabilities relate to income
taxes levied by the same taxation authority on either the same taxable entities or different taxable
entities where there is an intention to settle the balances on a net basus

1.14 Provisions -

Provisions are recognised when there is a present legal or constructive obligation as a result of past
events, for which it is probable that an outflow of economic benefits will be required to settle the
obligation, and where the amount of the obligation can be reliably estimated. When the effect of the
time value of-money is material, provision amounts are calculated based on the present value of the
expenditures expected to be required to settle the obligation. The present value is calculated using
forward market interest rates as measured at the balance sheet reporting date, which have been .

.adjusted for risks reflected in future cash flow estimates.

Property obligations :

A provision for the present value of future property reinstatement costs is .recognised where there is
an obligation to return the leased property to its-original condition at\the end of -an operating lease.
Where a leased property is no longer expected to be fully occupied “or where the costs exceed the
future expected benefits, an onerous lease provision will be recognised for that portion of the lease
excess to the Company s requirements and not fully recovered through sub- Ieasmg, or through value-
in-use. . :

1.15 Called up share capital

Ordinary shares; are classified as equity. Incremental costs directly attributable to the issue of new
shares or options are shown in equity as a deduction, net of tax, from the proceeds.

1.16 Financial instruments )

A financial instrument is initially recognised at fair value on the Balance Sheet when the entity
becomes a party to the contractual provisions of the instrument. A financial asset is derecognised
when the contractual rights to the cash flow. expire or substantially all risks and rewards of the asset
are transferred. A financial liability is derecognised when the obligation specifi ed in the contract is
discharged, cancelled or expires.

Subsequent to initial recogmtuon all financial liabilities are stated at amortised cost using the effectlve
interest rate.method except for derivatives, which are classified as held for trading, and are held at -
fair value. The fair value of the Company's financial assets and liabilities held at amortlsed cost
approximate their carrying amount due to the use of market mterest rates."

The Company’s' primary categories of financial instruments are listed below:
Cash and cash equivalents

On the Balance Sheet, cash andvcash equivalents comprise cash and short term deposﬂs with a
maturity date of three months or less, held with banks and liquidity funds.
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 BURBERRY LIMITED'

NOTES TO THE FINANCIAL STATEMENTS .
FOR THE YEAR ENDED 31 MARCH 2018

1

Accounting policies (continued)

v Trade and other receivables
Trade and other receivables are included in.current assets. Receivables are recognised lmtlally at fair
value and subsequently measured at amortised cost using the effective interest method, less
provision for impairment. A provision for impairment of trade receivables is established when there is
objective evidence that the Company will not be able to collect all amounts due according to the
original terms of receivables. The amount of the movement in the provision is recognised in the
Income Statement

- Trade and other payables ‘
Trade and other payables are included in current liabilities, except for matuntues greater than 12
months after the balance sheet date. Payables are recognised |n|t|ally at fair value and subsequently
measured at amortised cost using the effectlve interest rate-method. .

Borrowmgs (/nclud/ng overdrafts)

Borrowings are recognised initially at fair value inclusive of transaction costs incurred. Borrowings
. are subsequently stated at amortised cost and the “difference between the proceeds (net of

transaction costs) and the redemption value is recognised in the Income Statement over the period of

the borrowings using the effective interest method. Borrowings' are classified as current liabilities

unless the Company has an unconditional right to defer settlement of the liability for at least 12
. months after the balance sheet date :

Derivative instruments )

The Company uses derivative financial instruments to hedge its exposure to fluctuations in foreign

exchange-rates arising on certain trading transactions. The principal derivative instruments used are -
~ forward foreign exchange contracts taken out to hedge highly probable cash flows in relation to future

sales, royalty receivables and product purchases.

Derivatives. are initially recognised at fair value at the trade date and are subsequently remeasured at
their fair value. All derivatives are classified as held for trading with changes in the fair value of the
derivatives recognised immediately in the Income Statement within ‘net exchange gain /'(loss) on
derivatives held for trading’.

1.17 Foreign currency translation

Functional and presentation currency ‘
tems included in the financial statements are measured in Sterling the currency of the primary .
economic environment in which the Company operates (the functional currency). The financial.
. statements are presented in Sterling which is the Company’s presentation currency.

Transactions in foreign currencies '
Transactions denominated in foreign currencies are translated into the functional currency at the
exchange rate prevailing at the date of the transaction. Monetary assets and liabilities denominated in
foreign currencies, which are held at the year end, are translated into the functional currency at the
“exchange rate ruling at the balance -sheet date. Exchange differences on monetary items are
recognised in the Income Statement in the period in which they arise.
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BURBERRY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

1.

- - Accounting poticies (continued)

- 1.18 Research and development -

in the research phase of an internal project it is not possible to demonstrate that the project will

generate future economic benefits and hence all expenditure on research shall be recognised as an
expense when it is incurred. Intangible assets are recognised from the development phase of a -

project if and only if certain specific criteria are met in. order to demonstrate the asset will generate
" probable future economic benefits and that its cost can be reliably measured. The capitalised
development costs are subsequently. amortised on a stralght line. basis over their useful economic -
_lives, whlch range from 3 to 6 years. ’
< If it is not possible to distinguish between the research phase ‘and the development phase of an
“internal prolect the expendlture is treated as if it were all mcurred in the research phase only

R
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'BURBERRY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

Key sources of estimation uncertainty and judgements

Preparation of the financial statements in conformity with FRS 101 requires that management make
certain estimates and assumptions that affect the reported revenues, expenses, assets and liabilities and:
the disclosure of contingent liabilities. If in the future such estimates and assumptions, which are based on
management's best estimates at the date of the financial statements, deviate from actual circumstances,

the original estimate and assumptions will be updated as appropriate in the penod in which the
circumstances change. :

) Estimates are continually evaluated and are based on historical experience and other factors, including
expectations of future events that are believed to be reasonable under the circumstances. The key areas
where the estimates and assumptions applied have a significant risk .of causing a material adjustment to
the carrying value of assets and liabilities within the next 12 months are discussed below:

Impairment of property, plant and equipment

Property, plant and equipment is reviewed for impairment if events or changes in circumstances lndlcate
that the carrying amount may not be recoverable. When a review for. impairment is conducted, the
recoverable amount of an asset or a cash generating unit is determined based on value-in-use
calculations prepared on the basis of management's assumptions and. estimates. Refer to note 12 for
further details of property, plant and equipment.

Inventory provisioning

The Company manufactures and sells luxury goods and is subject to changing consumer demands and
fashion trends. As a result it is necessary to consider the recoverability of the cost of inventories and the
- associated provisioning required. When calculating the inventory provision, management considers the
nature and condition-of the inventory,.as well as applying assumptions around anticipated saleability of
finished goods and future usage of raw. materials. Refer to note 14 for further details of the carrying value
- of mventory :

Impairment of trade and loan receivables
The Company is required to make an estimate of the recoverable value of trade and loan receivables.
When assessing impairment of trade and loan receivables, management considers factors including any
specific known problems or risks. Refer to note 15 for further details on the net carrying value of trade and
. loan receivables. ' :

Key judgements in applying the Company's accounting policies

Judgements are those decisions made when applying accounting policies which have a sngmfcant impact
on the amounts recognised in the financial statements. Further details of the Company’s accounting
policies in relation to these areas are provided in note 1. Key judgements that have a significant impact on
- the amounts recognised in the Company’s financial statements are discussed below:

Payment in- relation to disposal of Beauty operations

The Company received £130m upon completion of the disposal of the Beauty operations and the granting’
of a licence for Beauty products to the acquirer. Management has applied judgement in assessing the
nature of the payment in order to determine the correct accounting treatment. Management has
determined that the payment represents both consideration received for the disposal of the Beauty
operations as well as upfront revenue:for the ongoing licence. In order to identify the payment that relates
to the licence, management prepared a market-based valuation of the ongoing licence using the relief-
from-royalty method, based on key assumptions including future sales projections and royalty rates.
Management also prepared a discounted cash flow calculation to determine the fair value of the Beauty
operations transferred. The results of these two valuations were used to allocate the upfront sum between
the licence (royalty revenue) and proceeds on disposal. A change in the allocation of the proceeds would
‘result in a higher or lower gain on disposal and a corresponding decrease or increase in the recognmon of
. licence revenue over the term of the licence. Refer to note 5 for further details.
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BURBERRY LIMITED

* NOTES TO THE FINANCIAL STATEMENTS
.FOR THE YEAR ENDED 31 MARCH 2018

‘Segmental analysis

The Chief Operating Decision Maker has been identified as the‘ Board of Directors. The Board reviews the .

Company’s internal reporting in order to assess performance and allocate resources. Management has
determined the operating segments based on the reports used by the Board.

The Board considers the Companys busmess through its two channels to market, bemg retalllwholesale
and licensing. .

Retail/wholesale revenues are generated by the sale of luxury goods through Burberry mainline stores,
concessions, outlets and digital commerce as well as Burberry franchisees, prestige department stores
globally and- multi-brand specialty accounts. The flow of product between retail and wholesale channels
and across our regions is monitored and optimised at a corporate level and implemented via the
Company ] mventory hubs situated in Europe. : .

Licensing revenues are generated through the receipt of royalties from the Company s partners in Japan
and global lrcensees of fragrance and beauty products eyewear, tlmepleces and EurOpean chlldrenswear

The Board assesses channel performance based on a measure of operatlng profit. The measure of
earnings for each operating segment that is reviewed by the Board includes an allocation of corporate and
central costs. Interest income and charges are not included in the resuit for each operating segment that
is reviewed by the Board. .

2018 2017
o . | £000 £000
~ Revenue by country of destination . . '
"EMEIA (1) ‘ . T - 772,558 785,136
Americas . : i '. . 240,075 296,445
Asia - : - A 382,676 . 386,871
" Total R o o 4 1,395,309 . 1,468,452
1) EMEIA comprises Europe, Middle East, India and Africa.
. All revenue originates in the United Kingdom.
2018 2017
£000 £000 -
Revenue by segment . : 4
Retail/wholesale ' . - 1,354,200 - 1,418,767
_Licensing o ' ' © 41,109 49 685

 Total - 1,395,309 1,468,452 .

N
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'BURBERRY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

Segmental analysis (continued)

- Operating profit by segment

* Retail/wholesale

Licensing

Total

Net assets by segment
Retail/wholesale
Licensing

Net operating assets

Investments in subsidiary companies

" Net balances from Group companies
. Corporate tax -

Deferred tax

: Derivatives

Net assets
Net operating expenses

Selling and distribution costs
_ Administration costs " '

Total

2017

2018
~ £000 _£000
181,826 250,242
(11,198)  (30,616)
170,628 219,626
2018 2017
.. £000 £000
745243 678,887
~ (88,828) 1,279
656,415 680,166
47,046 47,322
(342,879) (157,770
(1,640) (6,963)
21,682 20,046
(3,435) 536
377,189 583,337
2018 2017
£000 - £000
132,965 . 170,977
346,418 351,685
479,383 522,662
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BURBERRY LIMITED

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MARCH 2018

Profit on ordinary activities before taxation

The operating profit is stated aftér charging/(crediting):

Deprematlon of property, plant and eqmpment
- within cost of sales -

- within selling and dlstribut_ion costs’
" -.within administrative expenses

Amortisation of intangible assets
- within selling and distribution costs - -

- within administrative expenses

Impairment charge relating to software

Net |mpa|rment of property plant and-equipment

Loss on dlsposal of property, plant and equipment and |ntang|b|es .
Trade receivables net impairment (credlt)/charge
- Impairment charge relating to investment in subsidiaries -
~ Auditors' remuneration -
Directors’ and employee's costs (see note 7)

Net exchange Ioss/(gam) on.revaluation of monetary assets and Ilabllltles o

Net exchange gain on denvatlves held for tradlng
Restructuring costs*
"Gain on disposal of Beauty operatlons*" ‘
Costs relating to the transfer of the Beauty operations** ‘
~ Operating lease rentals : 4

- minimum lease payments
- contingent rents

2018
£000

' 804
10,548

13,464

324
22,000
s
2,374
2,075

(464)
7,294
1,500

- 227,011

9,117
(587)
35,910

(11,472)

4,800

63,265
10,165

2017
£000

1,559
115,080
8,770

468
19,975
14,361
3,305
529
1,689
2,033
217,709
(10,847)
(10,464)
13,507

4,641

48,262
9,573
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018 -

Profit on ordinary activities before taxation (continued)

*Restructuring costs

Restructuring costs of £35.9m (2017 £13.5m) were |ncurred in the current year, ansmg as a result of the
Group's cost-efficiency programme announced in May 2016. The most significant elements of the
restructuring costs relate consultancy costs supporting organisational design and development of strategic
growth and productivity initiatives, with the remainder relating to legal advice and project assurance.

**Disposal of Beauty operations ‘

On 3 April 2017, the Company entered into two agreements W|th Coty Geneva SARL Versoix (Coty) to"
grant Coty a licende to sell its fragrance and beauty products and to transfer the Company’s Beauty
operations to Coty. .

Under the agreément to transfer the Beauty operations, the Company transferred inventory and property,
plant and equipment relating to the Beauty operations to Coty. A debtor of £4.1m has been recognised for
contingent conslderatlon in relatlon to the estlmated future proceeds arising from the disposal of inventory
to Coty. :

The licence agreement, which is for a term of up to 15 years, allows Coty to manufacture and sell Burberry .
Beauty products. Under the licence agreement Coty will pay the Company royalties based on the value of -
products sold. . o . . .

The Company received an upfront payment of £130.0m for the licence and related disposal of the Beauty
operations under the two agreements. The directors have carried out an allocation and have attributed .
£30.0mof this upfront payment to the disposal of the Beauty operations. The remaining £100.0m of the
payment has been attributed to-the licence and has been recognised as deferred royalty income on the
balance sheet (refer to note 17). It will be recognised as royalty revenue over the term of the licence. *

The agreements' with Coty completed'on 2 October 2017.

In addition to the costs-arising directly from the disposal of the Beauty operations, costs of £4.8m relating
to the Beauty transaction were incurred in the year ended 31 March 2018 (2017: £4.6m). These costs
related to the termination of a distributor agreement and other ancillary charges incurred.

¢

Auditors' remuneration

. Fees incurred during the year in relation to audit and non-audit services are further analysed below. Non-
audit services are provided by the auditors' where they are best placed to provide the service due to thelr
prewous experlence or market leadership in a particular area.

2018 - 2017
£000 £000
* Audit services in respect of the financial statements of the Company 294 294

Audit services in respect of the financial statements of other’ Group

companies : . ) 1,171 " 1,405
Audit related assurance services o - o 30 30
Services relating to taxation - advisory" . o . 5 - 304
Total 1,500 2,033
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' BURBERRY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
".FOR THE YEAR ENDED 31 MARCH 2018

- Employees and directors

Ny The average monthly number of employees, including directoré, ‘durihg ‘the yaar was as follows:

* Production -
Buying
‘Distribution/sales
Administration

Staff costs

Wages and salaries

Social security costs

Termination benefits

Share based compensatlon (all awards and options settled in shares)

Other pension costs

2018

2018
Number Number
989 . 992
71 N
1,064 962
1,429 1,406
3,553 3,451
2018 2017
£000 £000
174,140 - 175,968
21,203 19,367
10,656, 4635
13,850 10,614
7,073 7,125
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BURBERRY LIMITED

'NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

Employees and directors (continued) .
' 2018 2017

£000 £000
Staff costs include the following remuneration in respect of directors:
. Aggregate emoluments . . ‘ ‘ © 4,961 3,888
2018 . 2017
Number Number
- The number of direbtors who: )

Exercised options over shares in the Company . o 3 3
Had awards receivable in the form of shares under a Iong term’mcentlve - '
scheme | . _ 4 4

2018 2017
£000 £000
The directors' remuneration disclosed abbve includes the amounts
paid to the highest paid director as follows:"
Aggregate emoluments ’ ‘ , 3,735 . 1652

3,735 1,652

For details of the emoluments of the highest pald director, including share optlons long term incentive
plans, pensions and other benefts refer to the financial statements of Burberry Group ple.

Finance income

2018 2017
. £000 £000
Interest receivable from Group companles B _ . - 1,A655 7,126

* Bank interestincome . o ' : S 2,069 1,713
' ' 3,724 8,839
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NOTES TO THE FINANCIAL - STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

‘Finance costs

Interest payable fo Group companies
. - Bank interest payable
Other

2018

2017
£000 _£000
2,853 °8,447
457 318
1300 -
3,610 8,765
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BURBERRY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

10.

Taxation

Corporation tax is based on the profit for the year and comprises:

Corporation tax

Current tax on profits for the year
Adjustments in respect of prior years’

Double taxation relief

Foreign tax

Qverseas taxation

Tdtal current tax
Deferred tax U.K defei'red tax

Originatidn and reversal of timing differences
Adjustments in respect of prior years
Impact of changes to tax rates

Total deferred tax

* Taxation Qh profit on ordinary activities

2018 2017
£000 £000

" 35,666 - 51,683
6,805 (6,413)
42,471 45270
(3,164) (819)
39,307 44,451
3,487 - 1,113
3,487 1,113
42,794 45 564
(2.321) (1,760)
(162) (501)"

. 731
(2,483) (1,530)
40,311 44,034

UK Group companies do not charge/pay for group tax relief from other UK companies. As such, the
Company-does not recognise a tax (credit)/charge for any (losses)/profits to the extent that there are

sufficient profits/(losses) within the UK Group companies to fully offset the Company's UK liability.
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‘NOTES TO THE FINANCIAL STATEMENTS )
FOR THE YEAR ENDED 31 MARCH 2018

Taxatidn (continued)

Factors affeeting tax charge for the year

The tax assessed for the year differs from the standard rate of corporatlon tax in the UK of 19%
(2017 - 20%). The differences are exp|a|ned below:

2018 2017 .

£000 - . £000 .
Profit on ordinary activities‘ before taxation ] ’ 170,742 219,700
Profit on ordmary actlvmes before taxation multrplled by standard rate of -

corporatlon tax in the UK of 19% (2017 - 20%) " : . , . 32,441 43,940

Effects of: : ' - '
Permanent differences 4 ' _ _ ' ‘ 3,980 4,282
Overseas tax . o ' - o 323 294
Adjustments in respect of prlor years ‘ 6,643 6. 914)
Debt cap adjustment . ’ - C - 1,363
Impalrment charge not dedUctibIe. : ' : : 1,386 338
Group relief received for nil consideration o - (4,462) - -
Adjustments to deferred tax relating to changes in tax rates - ‘ o - 731
Total tax charge fbr the year C ' : 40,311 44,034

‘The miain rate of corporatlon tax will change to 17% from 1 Aprll 2020, as leg|slated in the Fmance Bill -
2016

Analysis of charge for the year‘ recognised directly in equity:

2018 2017
. £000 - £000
Current tax : .
Current tax credit on share options (profit and Ioss account) ‘ o (907) . = (223)
Deferred tax’ I - '
) Deferred tax charge/(crednt) on share optlons (prof it and Ioss account) ' ‘ 847 .(456)
60)  (679)
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

1. -

Infang’ible assets

Cost
At 1 April 2017

_ Additions

Disposalé

Reclassiﬁcations from assets in the course
of construction

At 31 March 2018

Amortisation B
At 1 April 2017 : . ~

- Charge for'the year

Disposals
Impairment charge

At 31 March 2018

" Net b_ook-valhe

At 31 March 2018

At 31 March 2017

Trademarks,
licences and Assets in
other . the course
Computer intangible of . :
software . .assets construction Total
£000 " £000 £000 £000
138,591 10,628 19,726 168,945
7,315 295 38,309 . 45,919
(54,382) - (39) (54,421)
12,693 . - (12,693) -
104,217 - 10,923 45303 . 160,443
101,262 4,797 . 106,059
21,740 - 584 - 22,324
(52,723) . - - (52,723)
4 - - ‘ 4
70,283 5,381 - 75,664
33,934 . 5542 45,303 84,779
37,329 5,831 19,726 . 62,886
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

12

Tangible fixed 'assetsA

Cost -

At 1 April 2017

Additions
Disposals: )
Reclassifications from assets

in the course of.
.construction

At 31 March 2018

Accumulated depreciation

At1Aprii 2017
_ Charge for the year -

Disposals
Impairment charge

At 31 March 2018

Net book value

At 31 March 2018

At 31 March 2017

‘

j
i)

- Assets in_
L/Term . . - the .course
Freehold Leasehold  Fixtures & ' of ,
property Property fittings construction . Total
© £000° £000 (£000 . £000 £000
3,467 66,834 _ 150,772 1,722 . 222,795
171 3,076 5,548 4,905 13,700
- (225) (30,398) (553) (31,176) .
K 214 1,037 (1,251) -
3,638 69,899 . 126,959 - 14,823 205,319 -
898 31,821 122,026 - 154,745
58 . 11,679 113,079 : 24,816
- (225) (26,266) - (26,491).
- 378 1,996 - 2,374
956 43,653 110,835 . 155,444
2,682 26,246 16124 - 4823 49,875
2,569 35013 28,746 1,722 68,050
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NOTES TO THE FINANCIAL STATEMENTS .
FOR THE YEAR ENDED 31 MARCH 2018

13.

Investment in subsidiaries

Cost.
At 1 A_pril 2017
Add_itions

At 31 March 2018

" Impairment .

At 1 April 2017
Charge for the year

At 31 March 2018

.~ Net book value ,

At 31 March 2018

" At 31 March 2017

Investments
in
subsidiary
companies
£000

50,414
7,018

- 57,432

3,092
7,294 .

10,386

47,046

147,322

" In accordance with Section 409 of the Companies Act 2006:a full list of relaied undertakings as at 31

March 2018, including country of incorporation and percentage share ownership, is disclosed below.
Unless otherwise stated, all undertakings are directly owned by the Company and operate in the country

of incorporation.
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13.

14.

_ Investment in subsidiaries (continued)

7/

Company name . _ o - Country of . Interest

. incorporation -
Burberry Distribution Limited (1) - UK . Ordinary shares
Worldwide Debt Collections Limited (2) . . . - UK A . Ordinary shares
Temple Works Limited (1) : UK Ordinary shares -
Sweet Street Developments Limited (1) UK ’ Ordinary shares
Burberry Italy Retail Limited (1) - UK " -Ordinary shares
Burberry Brasil Comércio de Artigos de Vestuaric E Brazil - - Ordinary shares

Acessonos Ltda (3)

Holding (%) -

100
100
100
100
100
100

Dunng the year, the Company increased its investment in Burberry Brasil Comércio- de Amgos de
Vestudrio E Acessorios Ltda by £7,018,000, which was 'subsequently impaired. In the prior year, the
Company purchased Burberry Brasil Comércio de Artigos de Vestuario E Acessorios Ltda for

con5|derat|on of1 Brazilian Real (BRL).

Dunng year, the Company's investment in Sweet Street Developments Limited was |mpa|red by

£276 000 (2017::£1,689,000).

The directors consnder the ,carryin'g value of the investments to be supported by their underlying assets.

Ref Reglstered office address - .

(1) Horseferry House, Horseferry Road, London, SW1P 2AW United ngdom

(2) Adelaide House, London Bridge, London, EC4R SHA, United Kingdom .

(3) Rua Do Récio, 350 3° Andar, Vila Olimpia , Sdo Paulo — SP, CEP 04552-000, Brazil

Inventories

2018 - 2017

‘ £000 £000

Raw materials e S 9,244 30,636
Work in progress o ) ‘ 583 1,771
Finished goods o B ' - 141,988 185,877
) 151,815 218,284

. The cost of inventories. recognised as an expense and included in cost of sales. amount to £191,664,992 :

(2017 - £231,362,000). The net movement in inventory provisions included in cost of sales for the year

ended 31 March 2018 was a cost of £22,080, 000 (2017: £26,034,000).
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15.

_ Trade and other receivables

Amounts falling due after more than one year

Deferred tax assets (note 18)

. Deposits and other financial receivables

Prepayments .
Amounts owed by fellow subsidiaries

Amounts falling due within one year

Trade debtors
Amounts owed by the ultimate parent
Amounts owed by fellow subsidiaries

v Other debtors
‘Other non-financial receivables
. Prepayments '

Accrued income
Derivatives

2018

: 2017
© £000 £000
21,682 20,046
2,433 484
2,234 2,416
3,510 . 4,007,
29,859 26,953
2018 2017
£000 £000
33,334 . 86,796
12,402 11,054
641,539 . 339,226 .
4,939 6,245
11,354 8,476
24,593 .21,700
" 8,581 2,602
- 385 4,026
737,127 480,125

Included in amounts owed by the ultimate parent and fellow subsidiaries are loans of £427,092,000 (2017
--£156,822,000) which are interest bearing. The interest rate earned is based on relevant national LIBOR
equivalents plus 0.5 - 0.9%". The remaining amounts owed by fellow subsidiaries of £230,359,000 (2017 -
£197,465,000) are interest free. Amounts owed by fellow subsidiaries falling due after more than one year
are unsecured and receivable between 1 March 2021 and 24 March 2021. Amounts owed by the
ultimate parent and fellow subsidiaries falling due within one year are unsecured and receivable on

‘demand.
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16.

17.

Creditors - amounts falling due within one year

2018 2017
o ‘ £000 -~ £000

Bank overdrafts and borrowings (note 21) . 1890 ]
Trade payables o | ‘ - - 112,101 116,569
- Amounts owed to fellow subsidiaries ’ ‘ : 515,404 289,138
Amounts ‘owed to ultimate parent I 475124 172,276
Corporate tax : S S 7 4,640 . 6,963
Other taxes and social secunty costs : . ‘ - ) 21,026. 18,736
Derivative f nancial |IabI||tIeS ' - : . ' 3,820 : 3,490
Other payables . : . : o 2,695 . 2,847
Accruals I _ S o 96,286 90,381
Deferred income and other non-financial accruals : ' . - 11,513 ©. 6,001

1,241,299 706,401

. Included in amounts owed to the ultimate parent and fellow subsidiaries are loans of £719,469,000 (2017
“- £255,554,000) which are interest bearing, unsecured and repayable betwéen 12 April 2018 and 1 March
.2019. The interest rate is based on relevant national LIBOR equivalents plus 0.5%. The remaining.
_amounts owed to fellow subsidiaries of £227 769,000 (2017 - £205, 860 ;000) are interest free, unsecured

and repayab|e on demand.

Creditors - amounts falling due after more than one year
' J

2018 . 2017

' . o ) £000 £000
Amounts owed to fellow subsidiaries : . . 9,803 50,643
Other payables . . o o o 713 1,008 . -

Deferred income and pther non-financial accruals h ‘ 97,966 19,195 .

108,482 70,846

Amounts owed to fellow subsidiaries are comprised of loans of £9,803,000 (2017 - £50,643,000) which

* are interest bearing, unsecured and repayable between 17 June 2019 and :1 September 2023. . The

interest rate is'based on relevant national LIBOR equivalents plus 0.5 - 0.9%.

Page 35



BURBERRY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
.FOR THE YEAR ENDED 31 MARCH 2018

18.

Deferred tax assets

’ The analysis of the deferred tax assets is shown below:

Other short

" Capital Share term timing

allowances schemes differences Total.

£000 £000 £000 £000

As at 31 March 2016 ’ v 8,939 7,487 1,634 18,060

Credited/(charged) to the Income Statement 2,349 (320) (499) 1,530
Credited to equity = * ‘ . 456 - 456
As at 31 March 2017 _ : 11;288_ 7,623 1,135 20,046 4

Credited/(cﬁarged) to the Income Statement A 2,400 . 304 (221) 2,483
Charged to equity ‘ , L. ©(847) - - (847)
As at 31 March 2018 . - 13,688 7,080 914 21,682
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.19,

Provisions for liabilities

At 1 April 2017

- Created during the.yéar

Utilised during the year -

" Released during the year
" Discount unwind

- At 31 March 2018 -

7

Property .
obligations Other Total
£000 £000 £000
4409 . 4,228 8,637
22622 15884 . 38,506 .
(270)  (3,508)  (3,778)
- (244) - (8,450) < (8,694) - -
327 N 327
26,844 8,154

34998

Property obligations relate to, onerous leases of £22,133,000 (2017' £867 ,000) which are expected to be

expected to be utilised in 20 years C

* utilised within 6 years, and asset retirement obligations of £4,711,000 (2017 £3,542 000) which are
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20.

Financial risk management

The Company’s principal financial instruments corriprise derivatives, cash’ and short-terrh debdsits
external borrowings (including overdrafts) trade and-other receivables, and creditors arising directly from
operatlons

The Company’s activities expose it to a variety of financial risks: market risks (including foreign
exchange risk, price risk and interest rate risk), credit risk, liquidity risk and capital risk. .

The Company'’s risk management'i's carried out by the Group’s treasury départm_ent (Group Treasury)

 based on forecast business requirements to reduce financial risk and to ensure sufficient liquidity is

available to meet foreseeable needs and to invest in cash and cash equivalents safely and profitably.
Group Treasury does not operate as a profit centre and transacts only in relation to the underlying
business requirements. The policies of Group Treasury are reviewed and approved by the Board of
Directors. The Group uses derivative instruments to hedge certain risk exposures.

Market risk
Foreign exchange risk ‘
The Company operates lnternatlonally and- is exposed to foreign exchange risk arising from various

"currency denominated transactions, including royalty income, sales and purchases. To reduce exposure

to currency fluctuations, the Group has a policy of hedging foreign currency denominated transactions by
entenng lnto forward foreign exchange contracts. .

Further detalls of the Group’s foreign exchange risk are mcluded in the consolidated financial statements
of Burberry Group plc, which are available publicly.

Price risk
The Company’s exposure to equity securities price risk is mlnlmal The Company is not exposed to
commodity price risk.

Interest rate risk

The Company’s exposure to market risk for changes in interest rates relates primarily to cash, short-
term deposits and external borrowings (including overdrafts). Borrowings are linked to the LIBOR rate,
while cash and short-term borrowings are affected by the UK market rates. Bank overdrafts are at

.variable rates.

Credit risk-

The Company has no significant concentrations of credit risk. It has policies in .place to ‘ensure that
wholesale sales are made to customers with an appropriate credit history. Sales to retail customers are
made in cash or via major credit cards. In addition, receivables balances are monitored on an ongoing
basis with the result that the Company’s exposure to bad debts is not S|gn|f'cant and default rates have

historically been very low.

© With respect to credit risk arising from other financial assets, which comprise cash and short-term

deposits, the Company’s exposure to credit risk arises from the defauit of the counterparty with a
maximum exposure equal to the carrying value of these instruments. There are policies in place that
limit the amount of credit exposure to any financial institution and only deposits funds with independently
rated financial institutions with a minimum rating of ‘A’ other than where required for operational
purposes.
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" 20.

21.

22,

available.

Financial risk management (coritinued)

* Liquidity ri k

The Company's financial risk management policy aims to ensure that sufficient cash is maintained to

-meet foreseeable needs and close out market positions. Due to the dynamic nature of the underlying

business, Group Treasury aims to maintain flexibility in funding by keepmg commltted credit lines

Capital risk : :
The Company manages its capital (deﬁned as net cash plus equity) to ensure that its subsidiaries are

_able to operate as going concerns. and optimise returns to shareholders. At 31 March 2018, the

Company had net cash of £659,777,000 (2017 - 465,601 000) and total equnty of £377,189,000 (2017 -
£583,337,000).

‘Cash is used to fund the contmued mvestment in the Company and growth of the globat brand It is also.

used to make routine outflows of capltal expenditure, tax and dividends.

The Company is in compllance with the financial and other covenants within |ts commltted bank credit
facilities, and has been in compliance throughout the financial year.

Bank overdrafts and borrowings
Bank overdrafts of £1 ,690,000 ‘(2'017 - £nil) represent bélances on cash pooling arréngemenrs.

Burberry Limited has access. to\the Group’s -£300,000,000 (2017 - £300,000,000) multi-currency
revolving credit facility. At 31 March 2018 the Company had not drawn from this.facility (2017 - £nil).
Further details of the Group’s revolving crédit facilities are included in Note 25 and in the consolidated
financial statements of Burberry Group plc, which are publicly avallable . :

The fair value of bank overdrafts approxmate the carrying amount because of the short matunty of
these mstruments i

Called up share capital

2018 . 2017

£000 £000
Allotted, called up and fully paid share capital _
20,546,750 (2017 - 20,546,750) ordinary shares of £1 each.. : - 20,547 20,547

The cabital reserve consists of non-distributable reserves.
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23.

24,

Dividends

2018 2017
£000 £000
Dividends paid in the year . : . ' 350,000 450,000
. A .
350,000 450,000

Share based payments )
Shére optioné granted to directors and employees

. The directors paid an interim dividend of £17.03 per ordinary share (2017 - £21.90 per ordinary share). ,

The Group operates a number of equity-settled share based compensation schemes for its directors and
employees. Details of each of these schemes are set out in this note. The share optlon schemes have

been valued using the Black-Scholes option pricing model.

The key inputs used in the Black-Scholes pricing model to deterrhine the fair value include the share
price at the commencement date; the exercise price attached to the option; the vesting period of the
award an appropriate risk-free interest rate; a dividend yield discount for those schemes that do no

-accrue dividends during the course of the vesting period; and an expected share price volatility, which is

determined by calculating the historical annualised standard deviation of the market price of Burberry
Group plc shares over a period of time, prior to the grant, equivalent to the vésting period of the option.

A
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24,

Share based payments (contmued)

-The Burberry Group pic Executive Share Plan 2014 (the ESP")

The ESP was set up in the year ended-31 March 2015 and aims to reward. executlves and senior
management for sustainable Iong-term performance and successful execution of the Group's long term
strategy.

Under the ESP participants are awarded shares, structured as nil-cost options, up to a maximum value of '

" four times base salary per annum. Awards may be subject to a combination of non-market performance

conditions, including compound annual Group adjusted PBT growth; compound annual Group revenue
growth; and average retail/wholesale adjusted return on invested capital (ROIC). Performance conditions
will be measured over a three year period from the last reporting period prior to the grant’ date. Each
performance condition will stipulate a threshold and maximum target. The portion of the scheme relating
to each performance target will vest 25% if the threshold target is met, and then on a stralght line basis
up to 100% if the maximum target it met :

Dependent on' the performance of the vesting conditions, 50% of the award will vest on the third
anniversary of the grant date, and the remaining 50% of the award will vest on the fourth anniversary of

‘the grant date.

Awards made to the Senior Leadershlp Team quI be subject to all three non-market performance'
conditions and will be measured 50% based on annual adjusted PBT growth; 25%- based on annual

“revenue growth; and 25% based on. ROIC

- Awards made to Senior Management in 2015 will be subject to two non-market performance conditions -

and will be measured 75% based on annual adjusted PBT growth and 25% based on annual revenue
growth. Awards made to Senior Management in 2016 and the current year will be subject to two non-
market performance conditions and will be measured 50% based -on annual adjusted PBT growth and

- 50% based on annual revenue growth.

Awards made to Management will not be subject to performance conditions apart from continued serwce.
during the vesting period.
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~Share based payments (continued)

During the year, the following grants were made under ESP:

: N - Targets
Date of Options Fair- Participant : o ‘
grant granted value group __Performance conditions Threshold Maximum

oo - Senior Leadership 3-year growth in Group adjusted
31Jul-17 998,970 £17.11 Team PBT : . 2% 10%
: ' o * 3-year-growth in Group revenue 1% 55%
! : 3-year average retail/wholesale : ’
' ‘ , adjusted ROIC . -16.2% 18.2%
. Senior 3-year growth in Group adjusted
31-Jul-17 * 667,208 £17.11 Management PBT 2% 10%
. A 3-year growth in Group revenue 1% 5.5%
S 31Jul17 143,646 £17.11 Management Continued service . N/A N/A
. . Senior 3-year growth in Group adjusted o
27-Nov-17 = 29,731 £17.49 Management PBT 2% 10%
© 3-year growth in Group revenue 1% 5.5%

The annual ESP grant usually occurs in July, aligned W|th the timing. of the Group's performance review

process.

The fair values for the above grants have been determined by applying the Black- Scholes option pricing

. ‘model. The key factors used in determining the fair value were as follows

n

_ . | : 131 July 2017

Share price at contract commencement date £17.11
Exercise price ’

Equivalent to

vesting
Life of award - period
Expected volatility .27.5%
Risk-free interest rate

0.32%

£nil

27
November. "
- 2017

£17.49
£nil -
Equivalent to
- vesting
period

28.1%
0.6%

Obllgatlons under thls plan will.be met either by market purchase shares via the ESOP trust or by the

issue of ordinary shares of the Company.
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' 24,

Share based payments (contlnued)

' Movements in the number of share awards, outstandlng are as follows:

- Outstanding at 1'April.

Granted during the year

Lapsed and forfeited during the year
Exercised during the 'year '
Net transfers during the year*

. Outstanding at 31 March

Exercisable at 31 March

Yearto 31

Year to 31

4,485,780

March 2018 March 2017
3,897,177 2,527,005
1,849,555 1,999,015

(1,152,390). * (552,612)
. (1,718)
(108,562) (74,513)
3,897,177

*Net transfers during the year arise from employees transfernng mto and out of Burberry Limited to other

Burberry Group companies.

The weighted average share prlce at the respective exercise dates dunng the year endmg 31 March 2017

was £14.17.

Share awards outstanding'at the.end of the year have the followiag terms:

' Terr_n' of award
22 July 2015 -21July 2025

18 November 2015 - 17 November 2025
30 January 2017 - 30 January 2027 °

31 July 2017 - 31 July 2027 -

27 November 2017 - 27 November 2027

Total

Number of

* Number of
-awards as awards as at
at 31 March 31 March
- 2018 2017
1,501,195 1,864,512
99,924 99,924
01,332,394 1,932,741
1,522,536 -
29,731 -

4,485,780

3,897,177
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24.

‘Sha're}based payments (continued)

St
~ .

Exceptional, One-off Awards

The Company grants certain options in respect of ordlnary shares as exceptlonal and one-off awards

with a £nil exercise price. The awards vest in stages, which vary by award, and are dependent upon
continued employment over the vesting period, as well as key strategic performance objectives linked to
Iong-term growth of the Group for certaln awards. - .

On 8 February 2018 options in respect of 279,412 ordinary‘shares were granted as two one-off awards.’
The first award was for options in respect of 227,627 ordinary shares and was immediately exercisable. .

.The second award was for options in respect of 51,785 ordinary shares and will vest in the following

manner: 33% vested immediately, 33% will vest on 23 October 2018, 17% will vest on 22 October 2019
and 17% will vest on.30 October 2020.

" The falr value for the awards has been determined by applylng the Black-Scholes option pricing model .

The key factors used in determmmg the fair value were as follows:

o Second

First award award

Share price at contract commencement date - £15.44 - £15.44

- Exercise price : - _ . £nil : £nil

-Equivalent Equivalent
tovesting to vesting

Life of award ' , ‘ ' A period - - period
Expected volatility T - S ~0.0% '29.3%

Risk-free interest rate i L o ' 0.31% 0.83%
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24,

Share based payments (continued)

Movements in the number of share awards outstanding are as follows:

Outstanding at 1 April

. Granted during the year
‘Lapsed and forfeited during the year

Exercised-during the year -

Outstanding at 31 March

Exercisable at 31 March

Movements in the number of share awards outstanding are as follows:

. Term of the award

14 June 2013 -'15 July 2019

12 June 2014 - 31. July 2020 .

18 November 2015 - 18 November 2025
30 January 2016 - 22 December 2026

30 January 2017 - 30 January 2027 - '\

08 February 2018 - 07 February 2028

- Total

Year to 31

" Year to 31

-March 2018 March 2017 -
2,430,623 2,089,281
279,412 478,900
(409,255)  (112,558)
(620,459) (25,000)
1,680,321  2,430,623"
613,009 -
Number of i Number of
awards as awards as at
at 31 March 31 March
2018 © 2017
825,950 1,000,000
168,921 500,000 -
273,889 451,723
222,865 478,900
-154,000 -
34,696 -
- 1,680,321 2,430,623

The weighted average share 'price at the respective exercise dates waé £16.‘48 (2'01.7‘: £14.71).

Other schemes

The Company also |ssues opt«ons to employees under Savmgs-ReIated Share Optlon Schemies
(Sharesave) and free shares to employees under an All Employee Share Plan. In the year ended 31

. Ma‘rch 2018, options were granted under Sharesave with.a three-year and five-year vesting period:

Additional awards were granted under an All Employee Share Plan, offering employees  awards of
ordinary shares in'the Company at a £nil exercise price: All awards vest after three years and the vestmg
of these share awards is dependent on continued employment over the vestlng penod

- The charge for these schemes is not significant to the Company.
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25,

Contingent liabilities

On 25 November 2014, the Group entered into a £300,000,000 multi-currency revolving credit facility
with a syndicate of third-party banks. Interest is currently charged on this facility at LIBOR plus 0.9% on
drawings less than £100,000,000, at LIBOR plus- 1.05% on drawings between £100,000,000 and
£200,000,000 and at LIBOR plus 1.20% on drawings over £200,000,000. In the prior year the Group
exercised an option to extend the matunty of the facility to November 2021, after receiving-consent from
all members of the syndicate.

The Company, fogether with Burberry Group plc, Burberry Asia Limited, Burberry (Wholesale) Limited
(US) and Burberry Limited (US) make up the Guarantor Group for this facility agreement At 31 March
2018 there were £nil outstanding drawings (2017 £nil).

A potential liability may arise in the future if ane of the Group members defauits on the loan facility. Each
guarantor, including the Company, would be liable to cover the amounts outstandlng, including principal
and interest elements. :

The Company has indemnified banks against potential liabilities and claims resulting. from several
guarantee commitments made by banks on behalf of other Group companies. At 31 March 2018 the
guarantee commitments totalled £33,746,000 (2017 - £36,596,000).

On 30 May 2018, the Company committed to ensuring Burberry italy s. r.l. is funded such that it is able to
pay any and all amounts due by Burberry Italy s.r.l. to the sellers of the Burberry related part of the
business of CF&P, which is being acquired by the Group.

. As the Company refines its wholesale distribution and modernises its eupply chaln' former wholesale

customers, suppliers-and agents may assert claims against the Company in respect of the termination of
their relatlonshlps with the Company

" The Company is subject to claims agamst |t and to tax audits. These typically relaté to ‘valued added

taxes, sales taxes, customs duties, corporate taxes, transfer pricing, payroll taxes, various contractual
claims and other matters. Thése arise in the normal course of business and in a number of jurisdictions.
Where appropriate, the estimated cost of known obligations have been provided in these financial
statements in.accordance with- the Company's accounting policies but these matters are inherently
difficult to quantify. While changes to the amounts that may be payable could be material to the results
or cash flows of the Company in -the period in which they are recognised, the Company does not
currently expect the outcome of these contingent:liabilities to have a material effect on the Company’s
financial condltlon
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26.

27.

Capital commitments
At 31 March 2018 the Company had capital commitments-as follows:

2018 2017

. . . _£000 £000
Contracted but not provided for: '
Property, plant and equipment ‘ o . o 1,355 . 625
Intangible assets - - A o - 4211 - 3,069

Total o - r 5626 3,694

Contracted caprtal commitments represent contracts entered into by the year end and future work in
respect of major capital expenditure projects where activity has commenced by the year end relating to
property, plant and equrpment and mtanglble assets ‘

Retirement beneﬁt obligations

The Company provides post retirement arrangements for its employees whrch are def ned contnbutlon in
nature.

Further details of the Company’ s pension schemes are reported in the fi nanclal statements of Burberry
Group plc. )

The total value of costs recognlsed in the Income Statement in the year in relatlon to the deﬁned
contribution scheme is £7,073,000 (2017 - £7,125, 000) '
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28.

- Total

_ Financial commitments

At 31 March 2018 the Company had future minimum lease payments under non-cancellable
leases as follows:

operating

2017

12018
‘ 3 £000 £000
Amounts falling due: '
Within 1 year . . . ‘ 41,944 45,070
Between 1 and 5 years ' . 101,918 86,322
After 5 years - ' h : . - ' - . 10,640 18,936
Total - T o . 154,502 - 150,328

The financial commitments for operating lease amounts calculated as a percentage of revenue (‘revenue
leases’) have been based on.the minimum payment that is required under the terms of the relevant lease
‘excluding any contingent payments. Under certain revenue based leases, there are no minimums and
therefore no financial commitment is included in the table above. As a result, the amounts charged to the

Income Statement may be materially higher than the financial commitment at the prior year end

The ‘total of future minimum payments to be recelved under non-cancellable subleases on-land and

buudmgs is as follows:

- 2017.

2018
£000 - £000 .
Amounts falling due: ,
_ Within.1 year L ' o 12,480 12,346
Between 2 and 5 years : . : o 1,167 1,022
13,647 3,368
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29.

'30.

31.

Related party transactlons

The Company has the following related pames WhICh are not wholly owned subsudlanes of Burberry
Group plc: . . .

“Burberry Middle East LLC

- Burberry Qatar WLL CR

' Burberry Kuwait General Trading Textlles and Accessones Company WLL
Burberry India Pvt Limited .
Burbery Saudi Company Limited
Sandringham Bahrain SPC

Aggregate related party transactions and' balances which arise in the normal course of business from
transactions that are carried out on an arm's length basis with the related parties above are set out below:

2018 2017

£000 - £000
Sales , ‘ : L : K
- Product . . o . : . 10,223 11,791
- Royalty income o - 585 875
Amounts owed by Group companles . ‘ L . 1,847 1,893

Immediate and ultimate parent undertaking

"The imrnediate parent undertaking is Burberry (UK) Limited, which is registered in England ‘and Wales.

\

The  ultimate parent undertaking and controlling party is Burberry Group plc, which is the parent
undertaking of the smallest'and Iargest group to consolidatethese financial statements. Burberry Group
plc is registered in England and Wales and copies of the consolidated financial statemerits can be
obtained from the Company Secretary’ at Burberry: Group plc Horseferry House, Horseferry Road,

.London SW1P 2AW

Events after the balance sheet date

There have been no S|gn|fcant events affectlng the Company since the year end,
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