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Diesel (London) Limited

Strategic report
For the year ended 31 December 2018

The directors present their report and the. financial statements for the year ended 31 December 2018.
Principal activities and business review
The principal activity of the:company during the year continued to be that of a clothing distributor and retailer.

The company’s key financial performance indicators during the year were as follows:

2018 2017 Variance

£000 £000 %
Turnover 44,695 46,559 4)
Operating profit/(loss) 574 1,010 (43)
Profit /(loss) after tax . 345 1,175 (71)
Shareholders' funds 5:634 9,288 (39)
Current assets as percentage of current liabilities 130% 166% (36)
Average number of employees ) 259 295 (12)

The trading conditions in the UK continue to be challenging. The Company recorded a decrease in turnover for the year of
approximately £1.9 million.

As a result of these challenges, operating profit is £0.6 million.
The profit after tax is £0.3 million.
During 2018, dividends of £4 million were paid to Shareholders.

During 2018 the Company maintained its strong record of controlling, liquidity with continued improvements in day’s sales
outstanding and net current assets with inventory remaining generally constant.

All head office employees participate in the profit share scheme, based on. the profit for the year and the positive results
throughout the group, management and company bonuses are expected to be paid in April 2019.

Average employee numbers for 2018 are 259.

In 2013, the company established a Branch in lreland from which the company operates an Outlet in Kildare. The Irish
Branch is included within the Diesel (London) Limited results.
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Diesel (London) Limited

Strategic report (continued)
For the year ended 31 December 2018

Principal risks and uncertainties

The directors and senior management formally review risks and opportunities at least quarterly. Regular commercial

. meetings are held with divisional heads to assess the trading position at that time and the likely full year result. Daily and
weekly key performance indicators are published and reviewed by relevant staff to monitor trading and detailed, formal and
comprehensive forecasting takes place on a regular basis.

The principal risks are related to the company’s ability to distribute Diesel brands successfully in the UK and the Republic
of Ireland, achieving profitable brand positioning and distribution via its wholesale and retail distribution channels in the
context of a very competitive and dynamic retail industry. This can be achieved by maximising brand fit sales and through
cost control.

The company anticipates no significant risk associated with interest or exchange rates volatility. The company has minimal
exposure to price, credit, liquidity and cash flow risks.

Foreign currency cash flows are broadly self-hedging and the company is forecast to retain net liquid funds for the
foreseeable future. Insurance policies are retained to cover the eventuality of significant business interruption.

Brexit impact

In 2016, the UK decided to leave the European Union and we identified impact on our results as a consequence of the effect
on currency markets. As the UK Government continues its negotiations, uncertainty remains as to the extent to which our
operations and financial performance will be affected in the longer term. However we foresee possible risk arising related to
the following areas:

- exchange rate fluctuations

- customs duty fluctuations

- VAT and Intrastat implications

At a group and business level, we will continue to monitor and prepare where we can for changes in legislation, trade
agreements and working practices in order to mitigate the risk of Brexit.

This report was approved and authorised for issue by the board on 11 March 2019 and were signed on its behalf.

S Bacchini
irgct
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Diesel {London) Limited

Directors' report
For the year ended 31 December 2018

The directors present their report and the financial statements for the vear ended 31 December 2018.

Results and dividends

The profit for the year, after taxation, amounted to £345,427 (2017 - £1,174,600).
A dividend payment of £4,000,000 was made to Diesel S.P.A. in 2018.
Directors

The directors who served during the year were:

N Marzano

M Agnolin (appointed 11 April 2018)

S Bacchini (appointed 31 August 2018)

J Hewlett (appointed 1 October 2016, resigned 31 August 2018)

Going concern

The directors of the Company have reviewed future trading performance expectations as outlined above. Sales are
anticipated to stabilize in line with the historic margins and a stable cost base. After reviewing all areas of the business for
2018 and budget for 2019 the directors of the company are satisfied that the financial statements have been prepared on a
going concern basis.

Future developments

Forecasts for 2019 and beyond have been prepared with the objective of stabilizing turnover during the current vear
considering the challenging market and the uncertainties due to possible Brexit developments.

We are expecting to achieve a slight growth thanks to relocations and refits planned for the retail business and an
improvement of the customer experience.

‘We plan to actively monitor processes and activities for a better understanding of our component costs, pricing and profit.
Risk is mitigated wherever possible through credit insurance, retention of title clauses and the use of staged payments.

Overheads remain a significant part of the costs of the company, key elements within this are property rentals and personnel
costs.

Better marginality and profitability improvement through cost rationalization are the main elements of Company's strategy.
Employee involvement

The company has continued its policy of providing employees with information about the company through the deployment
of the employee communications group in which employees are encouraged to present their suggestions and views on the
company’s performance and activities. Regular meetings are held at department level to allow a free flow of information,
ideas and feedback. Employees participate directly in the success of the business through the company’s profit share
scheme.

Disabled employees

The company gives full consideration to applications for employment from disabled persons where the requirements of the
job can be adequately fulfilled by a handicapped or disabled person. Where existing employees become disabled, it is the
company’s policy wherever practicable to provide continuing employment under normal terms and conditions and to
provide training and career development and promotion to disabled employees wherever appropriate.
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Diesel (London) Limited

Directors’ report {continued)
For the year ended 31 December 2018

Disclosure of information to auditors
Each of the persons who are directors at the time when this Directors' report is approved has confirmed that:

- so far as the director is aware, there is no relevant audit information of which the Company's auditors are unaware,
and

- 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
There have been no significant events affecting the Company since the year end.

Auditors

The auditors, Ernst & Young LLP, will be proposed for reappointment in accordance with section 485 of the Companies
Act 2006.

This report was approved by the board on 11 March 2019 and signed on its behaif.

S Bacchini
DireQor
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Diesel {London) Limited

Directors' responsibilities statement
For the year ended 31 December 2018

The directors are responsible for preparing the Strategic report, the Directors' report and the financial statements in
accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the directors have
elected to prepare the financial statements in accordance with applicable law and United Kingdom Accounting Standards
(United Kingdom Generally Accepted Accounting Practice), including Financial Reporting Standard 101 ‘Reduced
Disclosure Framework’. 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 these financial statements, the directors are required to:

- select suitable accounting policies and then apply them consistently;
- make judgments and accounting estimates that are reasonable and prudent;

- state whether applicable UK Accounting Standards have been followed, subject to any matefial departures disclosed
and explained in the financial statements;

- prepare the financial statements on the going concern basis unless it is inappropriate to presume that the Company
will continue in business.

The direciors are responsible for keeping adequate accounting records that are sufficient to show and explain the Company's
transactions and disclose with reasonable accuracy at any time the financial position of the Company and to enable them to
ensure that the financial statements comply with the Companies Act 2006. They are also responsible for safeguarding the
assets of the Company and hence for taking reasonable steps for the prevention and detection of fraud and other
irregularities.
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Independent auditors’ report to the members of Diesel (London) Limited

Opinion

We have audited the financial statements of Diesel (London) Limited (the ‘Company') for the year ended 31 December
2018, which comprise the Income statement, the Statement of other comprehensive income, the Balance sheet, the
Statement of changes in equity and the related notes 1 to 24. The financial reporting framework that has been applied in
their preparation is applicable Jaw and United Kingdom Accounting Standards, including Financial Reporting Standard 101
‘Reduced Disclosure Framework®.

In our opinion the financial statements:

-~ give a true and fair view of the state of the Company's affairs as at 31 December 2018 and of its profit for the year
then ended;

- have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice; and

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

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable law, Our
responsibilities under those standards are further described in the Auditors' responsibilities for the audit of the financial
statements section of our report. We are independent of the Company in accordance with the ethical requirements that are
relevant to our audit of the financial statements in the United Kingdom, including the Financial Reporting Council's Ethical
Standard, and we have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern

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

- the directors' use of the 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 financial statements are authorised for issue.

Other information

The directors are responsible for the other information. The other information comprises the information included in the
Annual Report, other than the financial statements and our Auditors' report thereon. Our opinion on the financial statements
does not cover the other information and, except to the extent otherwise explicitly stated in our report, we do not express
any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the financial statements or our knowledge obtained in
the audit or otherwise appears to be materially misstated. If we identify such material inconsistencies or apparent material
misstatements, we are required to determine whether there is a material misstatement in the financial statements or a
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Independent auditors’ report to the members of Diesel (London) Limited (continued)

material misstatement of the other information. If, based on the work we have performed, we conclude that there is a
material misstatement of this other information, we are required to report that fact.

We have nothing to report in this regard.
Opinion on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

- the information given in the Strategic report and the Directors' report for the financial year for which the financial
statements are prepared is consistent with the financial staiements; and

- the Strategic report and the Directors' report have been prepared in accordance with applicable legal requirements.

Matters on which we are required to report by exception

In the light of the knowledge and understanding of the Company .and its énvironment obtained in the course of the audit, we
have not identified material misstatements in the Strategic report or the Directors' report.

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

adequate accounting records have not been kept, or returns dadequate for our audit have not been received from
branches not visited by us; or

- the financial statements are not in agreement with the accoumi’ng records and returns; or
- certain disclosures of directors' remuneration specified by law are not made; or

- we have not received all the information and explanations we require for our audit.
Responsibilities of directors

As explained more fully in the Directors’ responsibilities statement on page 5. the directors are responsiblé for the
preparation of the financial statements and for being satisfied that they give a true and fair view. and for such internal
control as the directors determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the Company's ability to continue as a going
concern, disclosing, as applicable, matters related to. going concern and using the going concern basis of accounting unless
the directors either intend to liquidate the Company or to éease operations, or have no realistic alternative but to do so.
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Independent auditors' report to the members of Diesel (London) Limited (continued)

Auditors’ responsibilities for the audit of the financial statements

Qur 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 Financial Reporting
Council's website at: www.fr¢.org.uk/auditorsresponsibilities. This description forms part of our Auditors' report.

Use of our report

This report is made solely to the Company's members, as a body, in accordance with Chapter 3 of Part 16 of the Companies
Act 2006. Our audit work has been undertaken so that we might state to the Company's members those matters we are
required to state to them in an Auditors' report and for no other purpose. To the fullest extent permitted by law, we do not
accept or assume responsibility to anyone other than the Company and the. Company's members, as a body, for our audit
work, for this report, or for the opinions we have formed.

Trae M S
Gordon Cullen (Senior statutory auditor)
for and on behalf of

Ernst & Young LLP

Statutory Auditor
London, 15 March 2019
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Diesel (London) Limited

Income statement
For the year ended 31 December 2018

Turnover

Cost of sales
Gross profit

Disiribution costs
Administrative expenses

Operating profit

Interest receivable and similar income

Interest payable and similar charges
Profit on ordinary activities before taxation
Taxation on profit-on ordinary activities’

Profit for the year

The notes on pages 13-to 26 form part of these financial statements.

2018 2017

Note £ £
3 44,695,088 46,558,977

(14,973,277) (15,330,064)
29,721,811 31,228,913

(16,896,716)
(12,251,191)

(16,921,798)
(13,297,512)

4 573,904 1,009,603

8 6,946 -

9 (13,059) (8,341)
567,791 1,001,262

10 (222,364) 173,338
345427 1,174,600
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Diesel {London) Limited

Statement of comprehensive income
For the year ended 31 December 2018

Profit for the financial year

Total comprehensive income for the year

The notes on pages 13 to 26 form part of these financial statements.

2018 2017

£ £
345,427 1,174,600
345,427 1,174,600
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Diesel (London) Limited
Registered number:03005257

Balance sheet
As at 31 December 2018

Note
Fixed assets
Tangible assets 11
Current assets
Stocks 12
Debtors: amounts falling due after more than one
year 13
Debtors: amounts falling due within one year 13
Cash at bank and in hand 14
Creditors: amounts falling due within one year 15
Net current assets
Total assets less current liabilities
Provisions for liabilities
Other provisions 17

Net assets

Capital and reserves

Called up share capital 19
Profit and loss account

Shareholders' funds

4,056,889

339,569
12,491,518
1,297,462

18,185,438
(13,938,033)

(2,553,266)

2018

3,939,578

3,939,578

4,247 405

8,186,983

(2,553,266)

5,633,717

700,000
4,933,717

5,633,717

2017
£
4,756,486
4,756,486
3,818,872
289,194
10,547,323
1,429,904
16,085,293
(9,696,199)
6,389,094
11,145,580
(1,857,290)
(1,857,290)
9,288,290
700,000
8,588,290

9,288,290

The financial statements were approved and authorised for issue by the board and were signed on its behalf on 11 March

2019.

S Bacchini
Director

The notes on pages 13 to 26 form part of these financial statements.
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Diesel (London) Limited

Statement of changes in equity
For the year ended 31 December 2018

Called up Profit and
share capital loss account  Total equity
' £ £ £
At ] January 2018 700,000 8,588,290 9,288,290
Comprehensive income/{(expense) for the year
Profit for the yéar - 345,427 345,427
Other comprehensive income/(expense) for the year - - -
Total comprehensive income/(expense) for the year - 345,427 345,427
Dividends: Equity capital - (4,000,000)  (4,000,000)
At 31 December 2018 700,000 4,933,717 5,633,717
Statement of changes in equity
For the year ended 31 December 2017
Cailed up Profit and
share capital loss account  Total equity
£ £ £
At 1 January 2017 700,000 7,413,690 8,113,690
Comprehensive income/(expense) for the year
Profit for the year - 1,174,600 1,174,600
Other comprehéensive incomel/(expense) for the year - - -
Total comprehensive income/(expense) for the year - 1,174,600 1,174,600
At 31 December 2017 ' 700,000 8,588,290 9,288,290

The notés on pages 13 to 26 form part of these financial staiements.
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Diesel (London) Limited

Notes to the financial statements
For the year ended 31 December 2018

1.

Accounting policies

1.1

1.2

1.3

Basis of preparation of financial statements

The financial statements of Diesel (London) Limited for the year ended 31 December 2018 were authorised for
issue by the board of directors on 11 March 2019 and the balance sheet was signed. on the board’s behalf by S
Bacchini. Diesel (London) Limited is incorporated and domiciled in England.

The financial statements have been prepared under the historical cost convention and in accordance with
Financial Reporting Standard 101 'Reduced Disclosure Framework' and the Companies Act 2006. The
company’s financial statements are presented in Sterling.

The preparation of financial statements in compliance with FRS 101 requires the use of certain critical
accounting estimates. It also requires management to exercise judgment in applying the company's accounting
policies (see note 2).

The following principal accounting policies have been applied:
Financial reporting standard 101 - reduced disclosure exemptions

The company has taken advantage of the following disclosure exemptions under FRS 101:

- the requirements of IFRS 7 Financial Instruments: Disclosures

- the requirements of paragraph 91-99 of IFRS 13 Fair Value Measurement

- the requirement in paragraph 38 of 1AS 1 'Presentation of Financial Statements' to present comparative
information in respect of:
- paragraph 79(a)(iv) of IAS I,
- paragraph 73(e) of IAS 16 Property, Plant and Equipment;

- the requirements of paragraph 10(d). 10(f), 16, 38A, 38B, 38C, 38D, 40A, 40B, 40C, 40D, 111 and
134-136 of JAS 1 Presentation of Financial Statements

- the requirements of IAS 7 Statement of Cash Flows

- the requirements of paragraph 30 and 31 of IAS 8 Accounting Policies, Changes in Accounting
Estimates and Errors

- the requirements of paragraph 17 of IAS 24 Related Party Disclosures

- 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

- the requirements of paragraph 134(d)-134(f) and 135(c)-135(e) of IAS 36 Impairment of Assets

Going concern

The directors of the Company have reviewed future trading performance expectations as outlined above. Sales
are anticipated to stabilize in line with the historic margins and a stable cost base. After reviewing all areas of
the business for 2018 and budget for 2019 the directors of the company are satisfied that the financial
statements have been prepared on a going concern basis. OTB SpA, the ultimate parent company of Diesel
(London) Limited have pledged financial support to Diesel (London) Limited to assist in meeting liabilities as
and when they fall due.
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Diesel (London) Limited

Notes to the financial statements
For the year ended 31 December 2018

1. Accounting policies (continued)

14

1.6

1.6

Revenue

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Company and

the revenue can be reliably measured. Revenue is measured as the fair value of the consideration received or
receivable, excluding discounts, rebates, value added tax and other sales taxes. The following criteria must also
be met before revenue is recognised:

Sale of goods

Revenue from the sale of goods is recognised when all of the following conditions are satisfied:

- the Company has transferred the significant risks and rewards of ownership to the buyer;

- the Company retains neither continuing managerial involvement to the degree usually associated with
ownership nor effective control over the goods sold,;

- the amount of revenue can be measured reliably;

- it is probable that the Company will receive the consideration due under the transaction and

- the costs incurred or to be incurred in respect of the transaction can be measured reliably.

Tangible fixed assets

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

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

Depreciation is charged so as to allocate the cost of assets less their residual value over their estimated useful
lives, using the straight-line method.

Depreciation is provided on the following basis:

Short leasehold improvements - 10% per annuny
Motor vehicles - 25% per annum
Fixtures & fittings - concessions - 33% per annum
Fixtures & fittings - standalone - 20% per annum
stores

Computer and electrical equipment - 20-33% per annum

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

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and are
recognised in the Income statement.

Operating leases: Lessee

Rentals paid under operating leases are charged to the profit or loss on a straight line basis over the period of
the lease.
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Diesel (London) Limited

Notes to the financial statements
For the year ended 31 December 2018

1.

Accounting policies (continued)

1.7

1.8

1.9

Stocks

Stocks are stated at the lower of cost and net realisable value, being the estimated selling price less costs to
complete and sell. Cost is based on the cost of purchase on a first in, first out basis. Work in progress and
finished goods include labour and attributable overheads.

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

Debtors

Short term debtors are measured at transaction price, less any impairment. Loans receivable are measured
initially at fair value, net of transaction costs, and are measured subsequently at amortised cost ‘using the
effective interest method, less any impairment.

Cash and cash equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable without penalty on notice
of not more than 24 hours. Cash equivalents are highly liquid investments that mature in no more than three
months from the date of acquisition and that are readily convertible to known amounts of cash with
insignificant risk of change in value.

1.10 Financial instruments

The Company recognises financial instruments when it becomes a party to the contractual arrangements of the
instrument. Financial instruments are de-recognised when they are discharged or when the contractual terms
expire. The Company's accounting policies in respect of financial instruments transactions are explained below:

Financial assets
The Company classifies all of its financial assets as loans and receivables.

l.oans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. They arise principally through the provision of goods and services to customers
(e.g. trade receivables), but also incorporate other types of contractual monetary asset. They are initially
recognised at fair value plus transaction costs that are directly attributable to their acquisition or issue, and are
subsequently carried at amortised cost using the effective interest rate method, less provision for impairment.

Impairment provisions are recognised when there is objective evidence (such as significant financial difficulties
on the part of the counterparty or default or significant delay in payment) that the Company will be unable to
collect all of the amounts due under the terms receivable, the amount of such.a provision being the difference
between the net carrying amount and the present value of the future expected cash flows associated with the
impaired receivable. For trade receivables, which are reported net, such provisions arc recorded in a separate
allowance account with the loss being recognised within administrative expenses in the Income statement. On
confirmation that the trade receivable will not be collected, the gross carrying value of the asset is written off
against the associated provision.
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Diesel (London) Limited

Notes to the financial statements
For the year ended 31 December 2018

1.

Accounting policies (continued)

1.10 Financial instruments {(continued)

Financial liabilities
The Company classifies all of its financial liabilities as liabilities at amortised cost.

At amortised cost

Financial liabilities at amortised cost including bank borrowings are initially recognised at fair value net of any
transaction costs directly attributable to the issue of the instrument. Such interest bearing liabilities are
subsequently measured at amortised cost using the effective interest rate method, which ensures that any
interest expense over the period to repayment is at a constant rate on the balance of the liability carried into the
Balance sheet.

1.11 Creditors

Creditors are obligations to pay for goods or services that have been acquired in the ordinary course of business
from suppliers.

Creditors- are recognised initially at fair value and subsequently measures at amortised cost using the effective
interest method.

1.12 Foreign currency translation

Functional and presentation currency
The Company's functional and presentational currency is GBP.
Transactions and balances

Foreign currency transactions are translated into the functional currency using the spot exchange rates at the
dates of the transactions.

At each period end foreign currency monetary items are translated using the closing rate. Non-monetary items
measured at historical cost are translated using the exchange rate at the date of the transaction and non-
monetary items measured at fair value are measured using the exchange rate when fair value was determined.

Foreign exchange gains and losses resulting from the settlement of transactions and from the translation at
period-end exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised
in the Income statement except when deferred in other comprehensive income as qualifying cash flow hedges.

Foreign exchange gains and losses that relate to borrowings and cash and cash equivalents are presented in the
Income statement within 'finance income or costs'. All other foreign exchange gains and losses are presented in
the Income statement within ‘other operating income'. ’

1.13 Finance costs

Finance costs are charged to the Income statement over the term of the debt using the effective interest méthod
so that the amount charged is at a constant rate on the carrying amount, Issue costs are initially recognised as a
reduction in the proceeds of the associated capital instrument.
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Diesel {London) Limited

Notes to the financial statements
For the year ended 31 December 2018

1. Accounting policies (continued)

1.14 Dividends
Equity dividends are recognised when they become legally payable. Interim equity dividends are recognised
when paid. Final equity dividends are recognised 'when approved by the shareholders at an annual general
fiieeting. Dividends on shares recognised as liabilities are recognised as expenses and clagsified within interest
payable.

1.15 Pensions
Defined contribution pension plan
The Company operates a defined contribution plan for its employees. A defined contribution plan is a pension
plan under which the Company pays fixed contributions into a separate entity. Once the contributions have

been paid the Company has no further payment obligations.

The contributions are recognised as an expense in the Income statement when they fall due. Amounts not paid
are shown in accruals as a liability in the Balance sheet. The assets of the plan are held separately from the
Company in independently administered funds.

1.16 Interest income
Tnterest income is recognised in the Income statement using the effective interest method.

1.17 Provisions for liabilities
Provisions are made where an event has taken place that gives the Company a legal or constructive obligation
that probably requires settlement by a transfer of economic benefit, and a reliable estimate can be made of the
amount of the obligation.
Provisions are charged as an expense to the Income statement in the year that the Company becomes aware of
the obligation, and are measured at the best estimate at the Balance sheet date of the expenditure required to

settle the obligation. taking into account relevant risks and uncertainties.

When payments are eventually made, they are charged to the provision carried in the Balance sheet.
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Diesel (London) Limited

Notes to the financial statements
For the year ended 31 December 2018

1.

Accounting policies (continued)
1.18 Current and deferred taxation

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

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

Deferred tax balances are recognised in respect of all timing differences that have originated but not reversed

by the Balance sheet date, except that:

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

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

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

Judgments in applying accounting policies and key sources of estimation uncertainty

The preparation of the financial statements requires management to make judgements, estimates and assumptions
that affect the amounts reported for assets and liabilities as at the balance sheet date and the amounts reported for
revenues and expenses during the year. However, the nature of estimation means that actual outcomes could differ
from those estimates. The following judgements (apart from those involving estimates) have had the most significant
effect on amounts recognised in the financial statements:

Dilapidations

The dilapidations provision represents the directors’ estimate of amounts potentially due in respect of dilapidations
to leased properties occupied by the company. The provision is expected to be utilised in line with expiration of the
applicable operating leases.

Onerous Leases

The provision for onerous contracts, relating to the Birmingham, Nottingham, Manchester, Kildare and Glasgow
stores, is recognised when the expected benefits to be derived by the Company from contracts are lower than the
unavoidable costs of meeting its obligations under the contracts.
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Diesel (London) Limited

Notes to the financial statements
For the year ended 31 December 2018

3. Turnover

Turnover represents sales to customers stated net of VAT.

An analysis of turnover by class of business is as follows:

2018 2017
£ £
Sale of goods 44 695,088 46,558,977

The turnover and profit before taxation is attributable to the distribution and sale of clothing and fashion accessories
within the United Kingdom and the Republic of Ireland in respect of continuing activities.

4. Operating profit/(loss)

The operating profit/(loss) is stated after charging:

2018 2017

£ £

Depreciation of tangible fixed assets 1,285,989 709,046
Defined contribution pension cost . 153,316 142,436
Operating lease payments 1,930,767 2,187,300

5. Auditors' remuneration

The company paid the following amounts to its auditors in respect of the audit of the financial statements and. for
other services provided to the Company:

2018 2017
£ £
Fees for the audit of the Company 25,000 25,000

The company has taken advantage of the exemption not to disclose amounts paid for non audit services as these are
disclosed in the group accounts of the parent company.

Page 19



Diesel (London) Limited

Notes to the financial statements’
For the year ended 31 December 2018

6.

Employees

Staff costs were as follows:

2018 2017
£ £
Wages and salaries 6,278,139 7,225,100
Social security costs 469,701 548,894
Cost of defined contribution scheme 163,316 142,436
6,901,156 7,916,430

The average monthly number of employees, including the directors, during the year was as follows:
2018 2017
No. No.
Warehouse and sales 229 260
Administration 30 35
259 295

Directors' remuneration

During the year retirement benefits were accruing to no directors in respect of defined contribution pension schemes.

Interest receivable and similar income

2018 2017
£ £
Interest recetvable from group companies 6,946 -
Interest payable and similar charges
2018 2017
£ £
Interest payable to group companies 10,878 8,341
Other interest payable 2,181 -
8,341

13,059
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Diesel (L.ondon) Limited

Notes to the financial statements
For the year ended 31 December 2018

10. Taxation

Corporation tax

Current tax on profits for the year
Adjustments in respect of previous periods

Total current tax

Deferred tax
Origination and reversal of timing differences

Total deferred tax

Taxation on profit/(loss) on ordinary activities

Factors affecting tax charge for the year

2018 2017

£ £
207,961 3,185
11,547 (18,687)
219,508 (15,502)
2,856 (157,836)
2,856 (157,836)
222,364 (173,338)

The tax assessed for the year is higher than (2017 - lower than) the standard rate of corporation tax in the UK of

19% (2017 - 19.5%). The differences are explained below:

Profit on ordinary activities before tax

Profit on ordinary activities multiplied by standard rate of corporation tax in the
UK of 19% (2017 - 19.5%)

Effects of:

Expenses not deductible for tax purposes
Adjustments to tax charge in respect of prior periods
Movement in unrecognised deferred assets

Rate change

Deferred tax not recognised

Total tax charge for the year

Factors that may affect future tax charges

2018 2017

£ £
567,791 1,001,262
107,880 192,709
103,602 112,040
11,547 (18,687)

- (458,200)
(371) (35,200)
(294) 34,000
222,364 (173,338)

The Finance (No.2) Act 2015 reduced the rate of Corporation Tax from 1 April 2017 to 19% and by a further 1% to
18% from 1 April 2020. In the 2016 Budget, it was announced that the rate of Corporation tax from 1 April 2020
will be reduced further to 17%, and this rate was substantively enacted in September 2016, prior to the balance

sheet date. The deferred tax assets and liabilities reflect these rates.
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Diesel (London) Limited

Notes to the financial statements

For the year ended 31 December 2018

1.

12,

Tangible fixed assets

Cost or valuation
At 1 January 2018
Additions

Disposals
At 31 December 2018

Depreciation
At 1 January 2018
Charge for the year on owned assets

Disposals
At 31 December 2018
Net book value

At 31 December 2018

At 31 December 2017

Stocks

Finished goods and goods forresale

Short
leasehold Computers
improvement Fixtures & and electrical
S fittings equipment Total
£ £ £ £
8,040,601 9,747,658 2,419,804 20,208,063
227,204 277,634 61,364 566,202
(72,236) (19,908) (4,977) (97,121)
8,195,569 10,005,384 2,476,191 20,677,144
4,493,987 8,776,593 2,180,997 15,451,577
723,879 452,760 150,376 1,327,015
(25,336) (11,255) (4,435) (41,026)
5,192,530 9,218,098 2,326,938 16,737,566
3,003,039 787,286 149,253 3,939,578
3,546,614 971,065 238,807 4,756,486
2018 2017
£ £

4,056,889

The amounts stated above are net of an inventory provision of £172,125 (2017:£538,959).

3,818,872

The difference between purchase price or production cost of stocks and their replacement cost is not material.
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Diesel {(London) Limited

Notes to the financial statements
For the year ended 31 December 2018

13. Debtors

Due after more than one year

Other debtors

Due within one year

Trade debtors

Amounts owed by group undertakings

Amounts owed by joint ventures and associated undertakings
Prepayments and accrued income

Deferred taxation

Amounts due fo group undertakings are repayable on demand and interest free

14. Cash and cash equivalents

Cash at bank and in hand

15, Creditors: Amounts falling due within one year

Trade creditors

Amounts owed to group undertakings
Corporation tax

Other taxation and social security
Other creditors

Accruals and deferred income

Amounts due by group undertakings are repayable on demand and interest free

2018 2017

£ £

339,569 289,194
2018 2017

£ £
4,399,167 4,298,825
650,452 1,465,734
5,302,483 3,677,943
1,984,436 946,985
154,880 157,836
12,491,518 10,547,323

2018 2017

£ £
1,297,462 1,429,904
2018 2017

£ £

2,863 514 929,442
7598662 5,384,028
100,443 3.185
1945225  1,793.297
227,910 166,732
1,202,279 1,419,515
13938033 9,696,199
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Diesel (London) Limited

Notes to the financial statements
For the year ended 31 December 2018

16.

17.

Financial instruments

2018 2017
£ £

Financial assets
Financial assets that are debt instruments measured at amortised cost 11,989,133 9,731,696

Financial liabilities

Financial liabilities measured at amortised cost (11,892,365) (7,899,717)

Financial assets that are measured at cost comprise of cash and cash equivalents of £1.3m (2017: £1.4m), trade
receivables repayable within 12 months of £4.4mm (2017: £4.3m); 1C trade receivables repayable within 12 months
of £0.7m (2017: £1.5m) and other debtors of £0.3m (2017: £0.3m).

Financial liabilities that are equity instruments measured at cost less impairment comprise amounts owed to OTB,
the treasury company of OTB Group of £7.6m (2017: £5.4m), trade payables repayable within 12 months of £2.9m
(2017: £0.9m), accruals and deferred income of £1.2in (2017: £1.4m) and other creditors of £0.2m (2017: £0.2m).

Provisions
Onerous
Dilapidations leases Total
£ £ £
At 1 January 2018 157,290 1,700,000 1,857,290
Utilised/charged to profit or loss 30,399 665,577 695,976
At 31 December 2018 187,689 2,365,577 2,553,266

The dilapidations provision represents the directors’ estimate of amounts potentially due in respect of dilapidations
to leased properties occupied by the company. The provision is expected to be utilised in line with expiration of the
applicable operating leases.

The provision for onerous contracts, relating to the Birmingham, Nottingham, Manchester, Kildare and Glasgow

stores, is recognised when the expected benefits to be derived by the Company from contracts are lower than the
unavoidable costs of meeting its obligations under the contracts. This provision is discounted to present value.
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Diesel (London) Limited

Notes to the financial statements
For the year ended 31 December 2018

18. Deferred taxation

At beginning of year
Charged to profit or loss

At end of year

The deferred tax asset.is made up as follows:

Qualifying for capital allowances

19. Share capital

Authorised, allotted, called up and fully paid
700,000 Ordinary shares of £1 each

20. Contingent liabilities

2018 2017

£ £
157,836 -

(2,856) 157,836

154,980 157,836

2018 2017

£ £

154,980 167,836

2018 2017

£ £
700,000 700,000

The company has created rent deposit deeds for £339,569 (2017 - £289,194) to secure all monies due to the landlord

in respect of two of its stores (2017 ~ two).

21. Pension commitments

The company operates a defined contribution pension scheme for the benefit of the employees. The assets of the

scheme are administered by trustees in a fund independent from the commpany.
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Diesel (London) Limited

Notes to the financial statements
For the year ended 31 December 2018

22. Commitments under operating leases
At 31 December 2018 the Company had fulure mininum lease payments under non-canccllable opcrating leases as
follows:
2018 2017
£ £
Not later than 1 year 6,025,571 5,904,265
Later than | vear and not later than 5 years 16,961,000 18,730,530

Later than 5 years 10,084,599 11,696,872

33,071,170 36,331,667

23. Related party transactions

During the year, rent of £770,000 (2017 - £770.000) was paid to RED CIRCLE SRL, a company related to the
ultimate parent undertaking through a beneficial shareholder in respect of property occupied by the UK operations.

24. Controlling party
The company's immediate parent undertaking is Diesel SpA, a company incorporaled in Italy.

OTB SpA is the ultimate pareni undertaking and controlling party and is also the parent of the largest and smallest
group of undertakings of which Diesel (London) Limited is a member and for which group financial statements are
drawn up. Copies of these group financial statements are available from 36042 Breganze (VI) ltaly - Via

Dell Industria, 2.
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