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BEMETYON FORMULA LIMITED

PIRECTORS! REPORT

FOR_THE YEAR ENDED 31 DECFMAFR 1989

The directorn present thelr annual report on the affairs of the coppany,
togother with the accounts and auditors' report for the year ended 31 Decenber
1989,

PRINCIFAL &LTIVITY AND BUSIHESS REVIEW
The principal activity of the gosgany continues to be that of running @
Formuls One Grand Prix racing team.

Turnover during the yaar, comprising principally sponzorship income, amounted
vo £¥9,685,243 (1988 - £8,921,592) snd the profit before taxation for the
fieanclal year was L£40,24% (1988 - £232,5363),

The company's major sepurce of income is sponsorship. Benetton International
#.V. has agreed to provide financial support to the company under an agroement
which endy on 31 December 19%0.

DIRECTORS AND THEIR INTERESTS
the following served as directors durdng the year-

1

A, Benetton (Italian) Appointed 1 September 1989

F. Briatore {(Ttalizan) - Appolinted 1 September 1589

D.M.D. Mills

P. Panizzo (Ltalian)

D. Paolindi {Italian) - Resigned 1 September 1985 (Chalirman)
R.F. Byrne {Irish)

P.T. Collins (Australian) - Resigned 21 May 1990
J. Barnacd Appoinuted 1 Hovember 1989

No director had any beneficial interest in the company during the year which
is vequired to be disclosed by Schedule 7(2) of the Companies Act 1985.

RESULTS AND DIVIDENDS

£
Accumulated deficit brought forward {509,929)
Lose for the financial year (36,182)
Accumulated deficit carried forward (546,111)

ELE B b o L

The directors do not recommend the payment of a dividend.
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PIXED ASSETS
Information reiazting to changes in fixed assete is given in Note 7 to tho
pEGLUNLE .

AUDTTORS
vhe directors will place a resolution before the annual general meeting to

re-appoint Arthur Andersen & Co. ag auditors for the ensuling year.

2nd Floor BY ER OF THE BOARD,
16 Shoe Lane
London
ECAA 3BQ
LMD, Mills
Secretary

10 August 1990




® ARTHUR ANDERSEN & Co,

ABLOTE HIGUEE - ABuEY STire T
REAasG RO SBD

e
To thée members of BENETTON FORMULA LIMITED:

® We have audited the accounts on pages 4 to 14 in accordance with Auditing
Standards,

e In our opinion the accounts gilve a truc and falr view of the state of the

company‘a affairs at 31 Pecember 1989 and of its loss and source and
application of funds for the year then ended and have been properly prepared

in acecordance with the Companies Act 1985.

® //}%ggr /;’///;""’” 2

10 August 1930




BENETTON FOPMULA LIMITED

PROFIT AND LOSS ACCOUNT

FOR_THE YEAR ENDED 31 DECEMHER 1989

TURHOVER

Operating expenses (net)

QPERATING PROFIT

Investment income

Interest payable and similar charges
PROFIT ON ORDINARY ACTIVITIES BEFORE
TAXATION

Tex on profit on ordinary activities

(LOSS)/PROFIT FOR THE FINANCIAL YEAR
ACCUMULATED DEFICIT, beginning of year

ACCUMULATED DEFICIT, end of year

Notes

b

1980

£10,688,243
{10,571,277)
116,966
23,391
(100, 308)

40,249

(76,431)

{36,182)

(509,929)

o

£ (546,111)

S A L A e

1988

£ 8,921,592
(8,787,379)
3,213
112,457

{#8,607)

-----------

237,563

(112,033)

o . e

125,530

(635,459)

-

£ (509,929)

LRt L b P L] Y

The accompanying notes are an integral part of this profit and loss account.



BEMETTOM FORMULA LIMITED

* BALANCE SHEET -~ 31 LUCEMBER 198¢
1989 1988
Hotes
@  7IXED ASSETS
Tangi¥ie asnets 7 £ 93%.75 £ 934,248
wu ey R e
. CURRENT ASSETS
Stocks 8 921,546 229,236
Debtors 9 2,114,320 830,707
Cash at bank and in hand 142,176 388,239
3,177,042 1,648,182
L]
CREDITORS: Amounts falling due within one year 10 (3,622,502) {2,006,102)
NET CURRENT LIABILITIES L445,460) {357,920}
TOTAL ASSETS LESS CURRENT LIABILITIES 487,715 576,328
CREDITORS: Amounts faslling dua after more
than one year 12 (96,164) (111,224)
PROVISION FOR LIABILITIES AND CHARGES 12 (37.662) {75,033
NET ASSETS L 353,889 E 390,071
L 2 1 F 0 1 1) 5 DR WS A T o
CAPITAL AND RESERVES
Called-up share capital 13 £ 900,000 £ 900,000
& Proflc and loss account {546,111) {509,929%)
TOTAL CAPITAL EMPLGYED £ 353,889 £ 350,072
Ld oL L L e T 3L T T Ay 0 ad A R
Q
SIGHED ON BEHALF OF THE BOARD ON 10 AUGUDT 1990
| D.H.D. Mills
F. Briastore
e - &
The accompanying notes are an integral part of this balance sheet.



BENETTON FORMULA LIMITED
it e LIMITED

T e .

STATEMENT OF_SOURCE AND APPLICATION OF FUNDS

FOR _THE YEAR ENDED 3) DECEMBER 1589

SOURCE OF FUNDS

(Loss) /Profit on ordinary activities after taxation
Add ltems not involving the movement of fundg
- depraciation

- loss/(profit} on disposal of tangible fixed assets

- (decrease}{increase in deferred taxation
Total funds from operations
Funds from other souUrces:

Incresse in creditors due after more than one year
Proceeds from disposal of tangible fixed assets

Increase in net current liabilities, as shown below

APPLICATION DF PUNDS

Purchage of tangible fixed agsers
Decrease in creditors due after more than one year

(INCREASE) /DECREASE IN NET CURRENT LIABILITIES

Stocks

Debtors

Creditors: due within one year (excluding bank
losne and overdraft)

Movement {n net liquid funds
~ e&sh at bank and in hand
- bank loans and overdraft

1989

£ (36,182

281,305
6,027

(37,371)

-----------

213,779

3,000
87,540

-----------

£ 304,319

W DD o

£ 289,25%
15,060

Ll L R Py

£ 304,319

BT N TR e

L 692,310
1,283,613

(803,5684)

-----------

1,172,239

(447,063}
(812,716)

e

£ {87,340)

The accempanylng notes are an integral part of this statement,

1988

£ 325,530

199,726
{4,380)
75,033

----------

395,909

111,224
14,949
72,608

L

£ 594,687

T e oy W

£ 594,687

S e

£ 594,687

[CR=ac g -1 -1 5™
£ 229,216
140,468
1,375,653
1,745,357

(1,229,1%7)
(588,765)

L {72,60%)

W e R EL W et
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BENETTIOH FORMULA LIMITED

HOTES TO_THE ACCOUNTS FOR THE YEAR ENDED 31 DECEMRER 1689

ACCOUNTING POLICIES

The prineipal accounting policies are-

a} Bacle of accounting

The accounts are prepared under the historical cost convention and en
the going-concern basit. Benetton Interpational H.V, has agreed to
provide financial suppourt to the company under an agreement which ends on
31 December 1990.

b}  Turnover

Turnover Principally compriaes sponsorship income and prize money.
sponsorship receipts are credited to profit and loss over the periocd of
the sponsorship agreements. Prizo money is credited to profit and loss
ag it is wor.

¢) Tangidble fixed assets

Fixed assets are ptated at original historical cost.

Depreciation {s provided at rates calculated to write off the cost, less
estimuted residual value, of ecach asset on & straight line basis over 1its
expecred useful life, as follows-

Leasohold buildings ~ 10 years
Motor vehicles - &4 years
Furniture and fittings - 4 years
Plant and machinery - 35 years

Term of the lease or 10 years, whichever is the
shorter

Leasehold improvements

d) Forelgn currency translation

Transactions in forelgn currencies are translated at the rate ruling at
the date of the transaction. Assets and lisbilitles denominated in
fareign currencies zre translated into sterling at the exchange rates
ruling at the balance sheet date. Foreign exchange gains and losses are
reflected in the profit and loss account.

e) Expenditure on racing cars
The racing care have an expected life of one year and all expenditure on

the production and maintenance of such cars is charged to profit and loss
during the racing seasons in which the car is used.

Certain research and development costs ere capitalised, see Note 1 g.
below.




3.

HOTES 10 THE ACCOUNTS {Continued)

ACCOUNTING POLICIES {Centinued)
£} Leases
The company enters lnro operating and fipance lenses,

Asuets acquired through finance leasos are included in fixed asgers at
cost with sn equivalent Hebflity categorised as appropriate under
cveditors due within or afrer one year. The asser is deprecisted over
the shorter of the leage term ar lte useful econcmic life. Flnance
charges are sllocated to sccountling perlods over the pericd of the lease,

The company enters into operating leases ap described in Note 14 which
areé not reported 4{n the balance sheet, Rentals under opftrating leases
are charged on a straight-line basis over the lease term, even if the
paymente are not made on such a basia,

)  Stocks and work in progress

The company has capitalised certain research and development cosats
relating to the production of next seasons razing cars. FPinished cars to
be raced In the 1990 geagson are stated st the lower of cost and net
realisable value.

INVESTMENT INCOME

1989 1988
Interest receivable £ 23,591 £ 112,957
INTEREST PAYABLE AND SIMYLAR CHARGES

1989 1988
On bank overdraft repayable within five years, not
by instalments £ 100,308 £ 9,607
PROFIT ON ORDINARY ACTIVITIES BEFORE TAXATION

1989 1988

Profit on ordinary activities before taxation is stated afver charging.

a) Bepreciation £ 281,305 £ 199,726
b)  Hire of plant and machinery

- under opersting leases 36,556 19,251
€)  Other operating lease rentals 43,233 38,275
d)  Auditors® rvemuneration 10,000 8,500
e) Staff costs {See Note 5) 3,014,164 1,900,579




NOTES TO_THE ACCOUNTS {(Continued)

SPAFF COSTS

Pavticulars of employees {including executive directors) are shown
1989
Employee cotts during the year amounted to-
Yages and salaries £2,671,872
Social security costs 236,826
Other penoion costs 105 466
£3,014,164

- B 8 i 08 B W 0N PR

£1,694,817
167,622
38,140

£1,900,37¢

20 0 VR 0% B 3 A W EN

The average weekly nunber of persons employed by the company during the year

wap 115 (1988 - 92},
Directors® remuncration-

Directors' remuneration wao paid in respect of directors
followa

1589

Feas as digectors £ -
other emoluments (including pension qontributions) 422,465
Compensation for loss of office 3.00,000
£ 522,465

. BE T

The directors' remuneration shown above

Included:
Chairman £ 80,531
Highest paid director £ 196,%48

- o 23 A W G A i

of the company ag

1988
{f 10,000
73,456
£ 83,456

o AD v Rk B kv O8

(excluding pension contributions)

£ 15,181

o pm ink WA Ak T N S

£ 33,461

8 e w1 Mk 0 I S

Other directors received emoluments (excluding pension contributions) in the

following ranges:

Humber
£ Nil - £ 5,000 4
£ 30,001 - £ 35,000 -
€ 40,001 - £ 45,000
£ 95,001 - £100,000 3

Number

3
1

-
-




NGTZS TO THE ACCCUNTS (Continued)

STAFF COSTS {(Continued)

Higher pald employess:

Employees of the cempany, othsr than directors, whose duties were wholly or
mainly discharged in the United Kingdom, received remuneration (excluding

pension contributions) in the following ranges:

£30,000 - £35,000 2
£45,001 ~ £50,000 1
£55,001 - £6C,000 1
TAX ON PROFIT ON ORDIHARY ACTIVITIES

The tax charge is based on the profit for the year and comprises:

1989
Corporation tax at 351 (1988 - 351) £106,616
Deferred taxation arlsing from allowances (19,963)
86,653
Ad justment of current taxation in resgpect 7,186
of prier yesrc
Adjustment of deferred taxation in respect of
prior year {17,408)
£ 76,43)

W Ny R PR ey

(]
e
o
B -]

Number

|

LR

1988

£ 37,000
75,033

--------

112,033

-

£112,033
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8,

9.

10.

11,

ﬂQTES 70 THE ACCOUNTS gcantinuedQ

BYOCKS

The follewing are included in stocks-

1983
Finished goods £ 496,894
Work-in~progreass 624,652
£ 921,345
DERTORS
The following are included in debtors-
1989

Amounts f£falling due¢ within one year-

Trade debroxs £1,761.007
Amounts due £rom group company 82,707
VAT 51,296

Other debtors 86,034
Prepayments and secrued income 123,276
£2,114,320

CREDITORS : AMOUNTS FALLIKG DUE WITHIK ONE YEAR

1g8¢
iﬂ el
229,236

£ 229,236

SECACMRBIBRYS

1988

£ 707,557
4,060
36,281
13,908
68,901

T L LT

£ 830,707

e £ 5 R W ) e P

The following mre included in creditors falling due within one year-

1989

Bank overdraft £1,401,481
Trade creditors 626,850
Loan from ultimate holding company 591,881
Obligations under finance leases 57,091
Other creditors:

- Social security and PAYE 194,25%
- UK corporation tax payable 150,951

Other creditors -
Acceruals and deferved income 599,989

e An - - .

£ 3,622,502

200 50 vl OF 2 w3 OF S LYW N

CREDITORS: AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR

1988

588,765
566,096

123,622
a7,000
8,108
635,749

o wr H b an

£ 2,006,102

O Y o A R B A

rhe following amounts ard jincluded {n ereditors falling due after more than

ona Yeat-

1989

Obligations under finance leases £ 96,164

EL T L L L

- 12 -

1988

113,225
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13.

HOTES TG THE ACCOUNTS (Centinued}

PROYISIONS FOR LTABILITIES AND CHARGES

Provisions for liabilities and chsrges cexprises deferred taoxaticn, as follows-

1989 1988
Excess of tax asllowances over book depreciation
of fixoed agoets £ 37,662 £ 25,033
5T 0 £t Bl Y AL TS
Doferved taxation
Deforced tax hag besn fully provided.
1989 1988
The movement on deferred taxatlon comprises:
Baginning of year L 75,033 £ -
(Credited) /Charged to profit and loss,
in rospoct of capltal allowances {37,371) 75,033
End of year £ 37,662 £ 75,033
CALLED-UP SHARE CAPITAL
1989 1988
Authorised-
ordinary shares of £l each £ 1,500,000 £ 1,500,000
Allotted, called-up and fully-paid-
ordinary shares of £1 each £ 900,000 £ 900,000

LR LY L1 o) e AP AR Y A

LEASE COMMITMENTS

The company hes entered into leases in respect of certain items of plant and
machinery, the payments for which extend over a period of one yesr.

In addition the company leases certain buildings on long term leages. The
rents payable under these leases are gsubject to review every flve years.

The minimum annual rentals under the foregoing leases are as follows-

1989 1988
Plant and Plant and
Property machipery Propecty machinery
Sparating leases expiring
- within one yesr L - £ - £ - -
- within 2-5 years - 36,556 - 16,556
- after 5 years 49,300 - 38,900 -
£ 49,300 £ 36,556 £ 48,900 £ 36,556
AW T . . ST R TR ER Wl 0 A0 L e S 0T VO b

- 13 -
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HOTES TO THE ACCOUNTS (Continued)

PENSION ARRANGEMENWTE

The company operates a money purchage defined conrriburion pension scheme
which is available to all employees. The amounts charged to profit and less
are shewn in note 5 above,

GUARANTEES AND QTHER FINANCIAL COMMITMENTS

Capltal comnitments

At the end of the year, capital commlitments ware:

1989 1988
Contracted for but not provided for £ 163,460 £ -
Authoriged but not contrasted for £4,836,540 ~

£5.000,000 £ -
mommAmarE M amDw

ULTIMATE HOLDING COMPANY

The company is a subaldiary of Benetton U.K. Limited, incorporated in Great
Britain. The ultimate holding company Lus Benetton Group S.p.A., incorporated
in Italy.
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